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IAM International Parcels And Documents UPS Is As Good As Taking Them There YourseB 


KP 3138 


For further information call Australia: Rohlig Australia Pty Ltd * Tel 662-4099 Brunei: Jayapuri (B) Sdn Bhd + Tel. (673-2) 20119/23664 China, Peoples Republic o' 
China National Foreign Trade Transportation Corp * Tel 831-2928, 831-3181 Hong Kong: UPS* Tel. 3-345402 Indonesia: PT Global Putra Indonesia * lel. 351424 
3805702-343946-356314 Japan: UPS- Yamato Express Service Co Ltd * Tel Ichikawa (0473) 27-6121 Korea: Korea Ltd Airfreight* Tel (02) 693-4419 02) 690-248 





Jui By One 


aide can deliver parcels. But at UPS we bring a unique dedication to this task 





Macau: United Parcel Service 


Because while we are usually the most economical. one thing 
that really matters to us is our reputation for being the most trusted 
A trust shared by every one of the Fortune US 500 
We have earned this reputation by performing our simple task with a passion 
By recognising that in our business success is measured 
one delivery at a time 
The UPS network now extends throughout Europe 
the Pacific, Australia and North America 
However, even including 600 million addresses in China 
we cannot claim to be the best known international delivery service Yet 
But whatever happens, the strength of UPS will always be our service 


Nk t our size 





ALKA BOOK HOS? 
EDA, LIND^^Y STREF" 


Unıted Parcel Service "ALCUTTA-708 OBR 


As sure as taking it there yourself. 


lel 3-345402 Malaysia: United Parcel Service» Tel 03-255-2566 New Zealand: FLI CARGO (N Z ) Ltd * Tel (09) 275-4009 Papua 
aurie Co Pry Ltd * Tel 675 251511 Philippines: DelBros, Inc * Tel 472241 Singapore: LIPS * Tel 289.111! Taiwan: UPS * Tel 7170580 


New Guinea: RLC Robert I 
hailand: LIPS * Tel. 511-4881 


® Trademark and service mark of United Parcel Service of America Inc. of USA 





WE FLY 
MORE 
INTERNATIONAL 
PASSENGERS 
[HAN 
ANY OTHER 
AIRLINE. 


In 1988 over 22 million people 
travelled on our worldwide net- 
work. which connects some 
170 destinations in over SU 
countries. 

Little wonder British Airways 


I5 the world's favourite. 
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BRITISH AIRWAYS 


The worlds favourite airline. 
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29 Will American soldiers leave South Korea? 
9 Kampuchean leaders still disagree 
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Wrong about Japan| 
Why President Bush must fight —— 
the protectionism and Japan- - ^g 
bashing now fashionable in E. 
America, page 13. American 1 
sour grapes, page 38. An un- 
seemly dogfight over the FSX, 
page 25. Washington toys with 
planned trade, page 69. Beware 


























The controlled toughness 
needed to deal with Khomeini, 
and with Islam in its temporarily ||. - 
puritanical phase, page 14. The | - 
West closes ranks round Salman 
Rushdie, page 61. When Britain - 
burnt blasphemers, page 62. 


India's red tape 

How India's bureaucracy has 
kept the poor in poverty, page 
89. Sri Lanka's lunatic giveaway, 
page 30. | 


Lead's poison 
Purging poisonous air, page 16. 
The harm lead does to young. 


and old, page 91. Another ozone 
hole, page 93. 





No longer a model economy, 
hovering on Europe's brink. A 
survey after page 32. 


Hongkong's chance 

Time for Margaret Thatcher to 
show some steel to China in ar- 
guing for Hongkongers' free- 
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Si&—I fear that the “national 


ideology" that Mr Lee Hsien 
Loong (B.G. Lee) has been en- 
trusted to develop (January 21st) 
has little to do with "protecting" 
Singaporeans from western- 
isation and more to do with the 
preservation of the People's Ac- 
tion party as the ruling party of 
Singapore. 

Mr Lee Kuan Yew's distaste 
for democracy is well docu- 
mented. Western democracies 
enjoy free press and television, 
free speech and governments for 
which criticism is part of the po- 
litical mix. None of this is toler- 


— ated in Singapore. 


» 
—* 


Mr Lee Kuan Yew and his col- 
leagues seem to have little re- 
spect for the average Singapor- 
ean's ability to thrive in an 
environment other than that of 
Confucian ideology. More 
"westernised"' in this case means 
more questioning, more opin- 
ionated and perhaps more chal- 
lenging. These are not qualities 


| f! that Messrs Lee and Lee want to 


encourage. They could lead to 
the ultimate westernisation—a 
government that is prepared to 
debate rather than dictate. 

Hongkong Steve Erus 


Sin—The concept of a “national 
ideology" for Singapore is not as 
ridiculous as you imply, if you 
consider the country's racial 
problems. Unfortunately, in 
terms of jobs and education, Sin- 
gapore's Malays lag behind its 
Chinese and Indians. Unless 
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this problem is addressed imme- 
diately, it could turn into an ex- 
plosive social crisis. If you think 
it is fine for a Chinese to be 
westernised, you should perhaps 
realise that you are speaking 
from the point of view of a typi- 
cal westerner. 


Halifax, 
Nova Scotia T. K. C. Casey 





Taxing capital 


Sirn—In “A budget for boring 
brilliance” (February 11th) you 
highlight the way in which the 
present tax system in Britain dis- 
torts investment decisions, par- 
ticularly for individuals. A way 





t 


and inactively managed accu- 
mulations of inherited wealth, 
compared with wealth resulting 
from successful entrepreneur- 
ship, and would tend to collect 
more tax from the less wealthy. 
A possible compromise might be 
to retain a (lower) rate of inheri- 
tance tax in addition to capital- 
gains tax at death. Various per- 
mutations of rates and 
assumptions produce differing 
outcomes. The following exam- 
ple, which assumes an allowance 
on death of five years’ annual ex- 
emption (ie: £25,000) on an es- 
tate showing a gain of 40% of 
value, shows two ways to achieve 
a progressive tax structure (see 
table below): 

One advantage of merging the 


Estate on death: £100,000 £250,000 £1m 
40% ir only: 0 £20,000 £320,000 
Average rate, 96 0 8 32 
cet and 20% iT: £6,000 £40,000 £310,000 
Average rate, % 6 16 31 


of making risk-capital invest- 
ment more attractive is needed. 
Perhaps your Loi Monory limits 
could vary with the type of in- 
vestment risk: £3,000 for quoted 
equities, but a higher figure for 
the sort of investment for which 
the Business Expansion Scheme 
was originally intended. A lower 
limit on BES investments than 
the existing £40,000 would be 
compensated for by allowing 
losses for capital-gains tax. With- 
out this there is a bias against 
high-risk investments after the 
(otherwise desirable) alignment 
of cor and income-tax rates. 

As you also suggest, taxing 
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two taxes would be a modest 
staff reduction at the Inland 
Revenue. Another is that taxes 
should have some impact over 
the widest possible range of tax- 
payers. Although the ability to 
pay is important, there may be 
dangers in limiting the impact of 
any tax to a small number of 
people: a different government 
might be tempted to impose a 
high rate for such a tax. Taxing 
granny's semi may not be a bad 
thing, especially if the rollover 
provisions were operated in such 
a way that the devoted grand- 
daughter who had looked after 
her could move into the house as 
her own. 


Cupar, 

Fife GEORGE WEIR 
— eee 
Illegal drugs 


SiR— You say (January 21st) that 
illegal drugs "still cannot com- 
pete as killers with their legal 
equivalents, tobacco and alco- 
hol". You also add that “alco- 
holism carries an even higher 
bill" than drug addiction. Surely 
this suggests that the legalisation 
of harmful drugs, such as alcohol 
and tobacco, costs Americans 
much more than their illegal 
counterparts. What makes you 
think that legalisation of mari- 
juana and cocaine will be 
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capital gains on death would give different? - V 

a broader-based tax than inheri- The way to reduce drug con- 
tance tax. It would, however, im- sumption wi creating à 
pose a lower tax liability on large ^ wihdfall for drug lords is to at- 


tack the demand rather than 
supply side. What this means is a 
change in attitudes toward drug 
taking—something that is hap- 
pening, albeit slowly, in the mid- 
dle class. Your figure showing 
the relative drop in abuse by the 
wealthy and university-educated 
supports this hypothesis. Don't 
knock a good thing. 

Baltimore, 
Maryland 


JEFFREY FISCHER 





Hindus in Britain 


Sir—I am dismayed that you 
should say that middle- and 
higher-caste Hindus have a “reli- 
gious taboo against worki 
with their hands" (Jan 
28th). Such attitudes did ho 
true in Hindu society in pre-par- 
tition India, but the new genera- 
tion has largely abandoned such 

tism. I myself am a 
plumber, and I know other high- 
caste Indians in Britain who are 
also in the building trade. 


Middlesex ANIL KAPOOR 
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Grass skirts 


Sig— You raise the old canard of 
Hawaiian grass skirts (February 
11th). Grass skirts belong to the 
Gilbertese and, had you looked 
carefully at the photograph ac- 
companying the story, you 
would have found yourself con- 
demned by your own lens. 


WINTHROP BRAIN 
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Price including postage: UK & Europe £165; 
North America US$325; Rest of World £168. 
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- EXECUTIVE FOCUS 


LAHORE UNIVERSITY OF 
MANAGEMENT SCIENCES 


Graduate School of 
Business Administration 





The Lahore University of Management Sciences is a national 
university established in 1985 under a Charter granted by the 
Government of Pakistan. The University aims to be a Centre of 
Excellence in management education and research. The 
Graduate School of Business Administration started MBA 
classes in September 1986 and graduated its first class in 
June 1988. 


FACULTY APPOINTMENTS 


Visiting and/or full time positions at the Assistant, Associate 
and Professor levels are available in: 

€ Marketing € Production 

€ Business Policy 


Applicants for assistant professor level positions must have an 
outstanding academic background and a demonstrated 
interest in a teaching and research career. For senior positions, 
applicants must have a terminal degree from a reputable 
institution and significant teaching and research experience. 


The School offers an excellent work environment with 
opportunities for self-development and growth through 
research and consultancy. Salaries are competitive with those 
offered by the best private firms in Pakistan. 


Apply, with resume, by March 31, 1989 to: 


The Dean, 

Lahore University of Management 

Sciences 

103-C-2, Gulberg-lll, Lahore-54662, Pakistan. 








ACORD 


ACORD, un Consortium de 21 Organisations Non-Gouverne- 
mentales européennes, et canadiennes, met en oeuvre des 
programmes de développement en Afrique, avec un person- 
nel international d'environ 50 personnes et des contributions 
annuelles se montant à 7 millions de livres sterling. Nous 
recherchons actuellement un/e: 


DIRECTEUR/DIRECTRICE DES FINANCES 
ET DE L'ADMINISTRATION 


ur faire partie de notre équipe internationale à Londres. Le/ 
a candidat(e) devra: 


— avoir suivi des études universitaires de troisiéme cycle en 
finances/gestion ou une formation de comptable 

— avoir 3/5 ans d'expérience comme Directeur Financier, de 
préférence au sein d'une ONG ayant des bureaux 
satellites 

— parler francais et anglais couramment 

— être interessé(e) par les probliémes de développement 
dans le tiers monde 


Le contrat est d'une durée de 3 ans à partir de juin 1989 avec 
un salaire basé sur une échelle qui commence à 20.333 livres 
sterling par an (avec de bonnes conditions professionnelles; 
des indemnités supplémentaires sont accordées à ceux qui ne 
oe os en Angleterre/ne sont pas de nationalité 
anglaise). 


Les ply enh sone prises d'envoyer leur dossier de candi- 
dature (avec les coordonnées de 3 répondants) à: 


Kathy Humphries, ACORD, Francis House, 
Francis Street, LONDON SW1P 1DQ 


LES CANDIDATURES FEMININES SONT PARTICULIEREMENT BIENVENUES 
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BANKOF | 
BOTSWANA 


The Bank of Botswana invites applications from 
suitably qualified candidates to fill the position of 
Deputy Director of Research in the Bank. The 
Bank is an Equal Opportunities Employer. 


WE OFFER 


1.0 An attractive package including motor 
vehicle advance scheme and medical aid 
scheme 


2.0 In addition, we offer the following to 
expatriates: 


2.1 A tax free gratuity at 25% of salary (basic 
+ inducement): 


2.2 Housing assistance 


2.3 Education Allowance for children and 
free passages. 


3.0 Salary scale for the position: Citizen offi- 
cers (P26 876 x 720 — P30 036 per 
annum). Expatriate officers (P94 632 = 
approximately US$47,712 per annum). 


4.0 The Applicants must possess a Master's 
degree or higher degree in Economics, 
plus at least ten years of approved work 
experience. 


5.0 The successful Candidate must possess 
particular strength in macro-economic re- 
search, especially in such areas as mone- 
tary, fiscal and international economics. 
He/she should be able to conduct, super- 
vise, and direct research as well as assist in 
policy formulation. Work experience in a 
Central Bank, a Ministry of Finance or an 
appropriate international organisation, 
and knowledge of quantitative tech- 
niques, preferred. 


6.0 Please forward full personal and career 
details to: 


The Director of Administration 
Bank of Botswana 

PO Box 712 

GABORONE 


by Fax No 313890 
or Telex No 2405BD 
not later than March 23, 1989. 
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N ever has it been more vital to look behind the news 
for the profit implications. 


Our experience shows that up to half of an interna- 
tional company's profitability is determined by external 
factors beyond its direct control. 


Our mission at Business International is to give you 
the information, advice and contacts your company 
needs to stay ahead of events. 


Business International's specialists, located in 75 
countries, provide decision support on markets 
worldwide. For example, our understanding of the 
European Community countries, and their internal and 
external relationships, means that we can help you to do 
profitable business, as the 1992 process unfolds. 


Major companies, governments and international 
agencies consult Business International to help keep 
themselves informed and competitive. 


To find out what we can do for you, please contact us 
at any of the addresses below: 





What does she mean for Business? 





Gail Gunn Jennifer Bird Sam Moon 

40 Duke Street 215 Park Avenue South 11/F Mount Parker House | 
London W1A IDW New York, New York Cityplaza, Taikoo Shing | 
England 10003 USA Hong Kon | 
Tel: (01) 493 6711 Tel: (212) 460 0600 Tel: R52 5670491 | 
TIx: 266353 Tix: 175567 Tix: 74364 | 
Fax: (01) 491 2107 Fax: (212) 995 8837 Fax: 852 588 53279 | 


Business 


International 
GLOBAL BUSINESS INFORMATION AND ADVICE 


A MEMBER OF THE ECONOMIST GROUP 





DISCOV ER THE 
STRATEGIC 


OPPORTUNITIES 
IN EUROPE'S 
CAPITAL 
MARKETS 


Two years ago, capital market players — banks, 
brokers, dealers, asset managers — were euphoric 
because of unprecedented success and big profits. 
Today, many are cautious about their future and 
some doubt their very ability to survive. 


At a time of rapid change in Europe’s capital 
markets, the difference between forecasting the 
future accurately and inaccurately is worth billions 
of Ecus. 


If Europe is your market, you will find a new 
report from Arthur Andersen & Co. published by 
The Economist Publications essential reading. 
European Capital Markets: A Strategic 
Forecast examines the key issues including: 

e Which market functions will be affected by the 
opening of pan-European markets? 

Asset management? Brokerage? Distribution? 

e Are EEC regulatory innovations a real force for 
change? Or will local regulation still be more 
important and effective? 

e How is technology reshaping the bargaining 
power of the players in the capital markets 
industry? 

e Which sectors offer the best prospects over the 
next few years? 

e Which strategies are likely to succeed? 


The report includes an analysis of market trends, 
competition, demand, management strategies, 
technology, regulation, taxation, human resources 
and many other factors. It is an essential tool for 
strategic forecasting and budgetary planning. 


The report is based on the projections of 1,000 
experts from 13 European countries and on analysis 
from experts in Tokyo and New York. 


To ensure you are prepared for the future, complete 
the coupon below and order your copy today. 
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O YES, please send me — copies of European Capital Markets 


Prices (including postage): 
UK £50, Europe £54, Rest of World £56 


Name 
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Payment 
C I enclose a cheque for £ 


ECVLA 





Please charge £ 
Account No 





.to my O American Express 
L] Visa 


Expiry date 
(J Please invoice me 
Telephone orders: UK (0256) 53661 ext 708 Fax: (0256) 472194 


Special London delivery: Telephone Linda Denli at the Economist Shop on 
01-839 7000 to arrange delivery by courier at cost. 


Signature 





Send your order to: 

The Economist Publications Limited 
Subscriptions Services Economist 
PO Box 177, Basingstoke, 

Hampshire RG24 OF6, England PUBLICATIONS 


Registered office: 25 St James's Street. London SWIA 1HG. Registered number: 1775671 
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Someday, something out there will arrive with th 


Until then, System 12 remains a world apart 
from other public switching systems. 

Why? Because you can only call a system 
‘Future-proof’ if it's going to prove adaptable to 
any future services. Of course, if anyone does 


arrive with a system to rival ours, they'll have to 
be as flexible as us. We're already well on our 
way to installing nineteen million lines in twenty 
two countries. They'll also need to spend 1 billion 
dollars each year on Communications Systems 


System 12 is manvfactured in Belgium, Peoples Republic of China, Germany, Italy, Korea, Mexico, The Netherlands, Norway, Portuc 
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echnology to make System 12 obsolete. Someday. 


Research and Development, like we do, turning Vv 

science fiction into science fact. And they'll require 

our experience. The expertise that means when ALCATEL 
you choose System 12, you don't worry. 


Unless you start seeing flying saucers. PUBLIC NETWORK SYSTEMS 


Alcatel n.v., World Trade Centre, 


ain, Switzerland, Taiwan and Turkey for worldwide applications Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 


THE ECONOMIST FEBRUARY 25 1989 11 





*Busine ss with 20 Italian 
companies. 


20 locations. 20 different ways 


of looking at problems. 
How many banks 
handle your business?" 











rx iin Oe we " ELM MEE ERE GERI DELE hE EASE re eT OD 
PROPOSES 39" Uca ae RE T LEM ey AR a ka IS. 
ZEE uu ut pn a 
Ts " <tr p: 
ee ates. ee 
P a aree — Actually, only one, Lee. 





! And for me, it's Credito Italiano. 

— Credito Italiano? Yes, hmm... 1 know 

they're big, lots of branches, Henry... but... 

= Nearly 500 to be precise, and what's more important 
is exactly where they are. Geographically speaking, 
they're better distributed than any other single 
Italian bank. 

— Really?... interesting... but what kind of services 
do they offer? Have they got what we need? 

— That's the point, Lee. They're just what we're looking 
for to sort out our business in Italy. 

— O.K., but give me the details. 

— One example... ECO Italy... Electronic Collections 
on Italy. One account in whichever branch is best 
for us and all our business - wherever it comes from - 
is handled through that branch. 

— Using telematics, I hope... we all know what the mail 
is like. 

— Yes. Don't worry, it's fully computerized... 
and another good thing is we can get our up-to-date 
position in Italy, with full details, right here in the 
office, and any time we like. Not bad, eh? 

- O.K. Henry, sounds good, but any chance we can try 
this service out? 

- No problem, Lee. Credito Italiano will give us a free 
demonstration. 

— Great. Why don't we give them a call, then? 

— Er... well... in fact, I already have done. 
They're expecting us tomorrow. 






















Head office: Milan - 2 Piazza Cordusio, 20123 Milan, Italy 
Branches abroad: London - Los Angeles - Madrid 
New York - Tokyo 


Credito Italiano is a member of T.S.A. 
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Wrong about Japan 


(("T^ HE biggest state funeral in history" 
was set to take place in Tokyo on Fri- 
day, for the Japanese to pay their last respects 
to an emperor who had reigned for 62 years 
embracing catastrophe and fabulous success. 
Of all the presidents, prime ministers, princes 
and kings who came—159 countries were to 
be represented at Hirohito's funeral—none 
tered more for Japan than Mr George 

h. He came to bury the past as well as an 
emperor. In 1944 Lieutenant Bush, a young 
navy fighter pilot, was shot down over the Pa- 
cific by the Japanese. It was fitting that President Bush was on 
hand for the symbolic closing of the books. 

Yet he, and the other 158, were there to say something 
more: that Japan is now a great power. When Mr Bush made 
the decision to go to the funeral, his spokesman said it was 
because the link between Japan and the United States was 
now the “world’s most important bilateral relationship”. It is 
also an increasingly troubled one. In the weeks before Mr 
Bush set off for Tokyo, an anti-Japanese wind began howling 
through the corridors of power in Washington and the opin- 
ion columns of big American newspapers. Too many people 
in the American establishment are itching to reinvent the yel- 
low peril. The itch comes at a dangerous time for both the 
world economy and the political interests of the West. Presi- 
dent Bush needs to put a firm and quick stop to it. 


reat alliance needs mutual respect 


vue sign of America's irrational new mood is the fuss over a 
jet fighter called the Fsx, which is being jointly developed and 
produced by a Japanese company and an American one (see 
page 25). The deal was agreed to last year, but some Ameri- 
cans, among them the New York Times, Business Week and 
21 members of the Senate, are now saying "we wuz robbed”. 
They argue that America is giving up technology to the Japa- 
nese that they will later use to compete against it in civilian- 
aircraft production, and that the Japanese should have been 
forced to buy a version of the present F-16 fighter. 

Set aside the premise, which is defeatist. The fact is that 
the FSx deal is a good one for Americans. They are getting 
technology as well as giving it—and what they are giving is 
both long in the tooth and of little use in producing civilian 
aircraft. There was no question of an off-the-shelf buy of the F- 
16, since the Japanese are looking for a fighter for the 1990s, 
not now. And the American air force is not required to buy 
any FSXs, an exemption almost unknown in joint-production 
deals. It is hard to imagine America quibbling about this deal 

if its partner were, say, West Germany. 
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report of an advisory committee of business- 


page 69). The report says that only a forcible 
opening of Japan's markets will let American 
companies compete fairly there. Japan does 
protect some markets, notably for farm prod- 


men to America’s main trade negotiator (see - 


ucts. But the World Bank has calculated that | 
in 1981-86 the extent of Japan's trade protec- 
tion through non-tariff barriers fell a little, 
while the EEC's rose by nearly 2096 and Amer- — 


An even more worrying sign is the recent 
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ica's by nearly a quarter. As for manufactured | 


imports, half the studies suggest that Japan buys from abroad 
just as much as you would expect given its GNP level, its lack of 


raw materials and its high transport costs. Others find a dis- _ 


crepancy. But if there is a discrepancy between Japan's manu- 


factured imports and, say, West Germany's, there is no evi- 
po i 


dence that protection is the cause of it. 
Indeed, the American committee admits that what chiefly 


stands between American sellers and Japanese buyers is “buy- _ 
ing preferences . . . and attitudes and predispositions against 


imports." It goes on to make the ludicrous claim that such 
unhelpful consumer taste is a form of “protection”, to be 
cracked only by “results-oriented” negotiations with Japan: 


by this it means arbitrary political deals that produce an “ac- 
ceptable” trade balance sector by sector. It is claimed that this 


proposal stops short, just, of the calls for “managed trade” to 
which two former secretaries of state, Mr Henry Kissinger and 


Mr Cyrus Vance, have to their discredit subscribed. What- — 
ever the fix is called, such thinking, if applied worldwide, - 


would launch an impoverishing trade war. The “consolation” 


is that top American businessmen think trade should be man- _ 


aged only with Japan, not with other countries. 

The signs of Nippophobia multiply: in the scare stories 
about Japanese purchases of American assets (though Japan's 
direct investment in the United States is far behind Holland's 
and Britain's), in the private remarks of senior officials about 


Japan's unsuitability for great power. These would be dismay- _ 


ing at any time. They are appalling now. 
This is precisely the time when America must work out 


with Japan how best to move from the post-1945 world to the _ 
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post-1980s one. In economics, Japan's co-operation is essen- 


tial if the trading and financial imbalances between rich coun- _ 


tries are to be smoothly reduced, if a better role is to be 


shaped for institutions like the IMF and the World Bank, if | 
there is to be progress on third-world debt. In politics, the 


manifest failure of communism is at last breaking the geo- 
political logjam in Asia and almost everywhere else. Japan will 
play a leading role in the new Asia—though if it is not to be a 
19. g 








Be ilising one, in a region where Japanese power is still 
E - ODER wins sted Japan must act for decades yet as a junior 
partner to the United States. 
This analysis is not based upon a starry-eyed view of Ja- 
x pan. In fact, the opposite. The Japanese are suspicious of out- 
— siders beyond even the ordinary human bent, and they are 
— homogeneous to an uncommon degree. Unlike the West Ger- 
-— mans, they have refused to come to terms—in their textbooks 
Ner or elsewhere in their thinking about themselves—with what 
‘a they did in the 1930s and 1940s. Yet they are being required 
b. to become far less insular than they were. Their society is be- 
| ing shaken beyond recognition by the changes that have 
— Come from the high yen, and will come from the political 
— — scandals now plaguing their government. Japan's partnership 
| with America, odd as it seems, offers one of the world's great- 
— est hopes of harnessing strength with strength for the inter- 
L. p of free markets and democracy. Now America seems to be 


If Rushdie is killed 
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HE foreign ministries delicately extract their ambassa- 

dors, but leave the other diplomats at their desks to go on 
doing business with Iran. The cab drivers and men in bars 
bellow for a missile in that ayatollah’s minaret. The first Euro- 
pean reactions to Britain’s predicament over the Rushdie af- 
fair (see page 61) have not been a model of the controlled 
toughness that will be needed if this Islamic uproar is not the 
passing quirk many people wish it were. 

It would be nice to believe that this is all the work of an 
aged bigot who happens to be able to mesmerise the brooding 
Shia Muslims of Iran; and it is not impossible that it is. Last 
weekend some Iranians seemed ready to accept Mr Rushdie’s 
regrets for the offence his book has given, until Ayatollah 
Khomeini told them to shut up. A few brave voices from the 
Sunni majority of Islam have called for tolerance and re- 
straint. But most of the evidence points the other way. The 
charitable Iranians have fallen silent. By mid-week none of 
the leaders of Sunni Islam—King Fahd of Saudi Arabia as 
Custodian of the Two Holy Mosques, King Hassan of Mo- 
rocco as Commander of the Faithful, the sheikh of Cairo’s al- 
Azhar mosque—had said Ayatollah Khomeini was wrong. 
This is probably not just a quarrel between western tolerance 
l and one Iranian zealot; it is a difference of opinion with much 
E of the Muslim world. 

— The book-burners of Bradford and the rioters of Islam- 
abad are closer in time to the birth of the Prophet than Tor- 
quemada was to the birth of Christ. Like other religions be- 
fore it, Islam has begun the long transition to seeing itself in 

context, to being willing to be disagreed with—to open-mind- 
on edness. Yet it is still young enough and indignant enough for 
that transition to be interrupted every so often by a call for a 
return to the old purities. It is in the middle of one such inter- 
ruption. The Rushdie affair is a symptom; there will be oth- 
ers. While this spell of fundamentalism lasts, the defenders of 
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How to handle what could be more than a tussle with one wild ayatollah 


spurning the idea. 

Or is the spurning just American jabber? Ask ordinary 
Americans if they patriotically want Japanese imports curbed 
and they say yes, by 2-1; ask them if they want to buy Ameri- 
can products that are inferior to Japanese ones, and they sen- 
sibly say no, 2-1. Yet a lie, mouthed often enough, can start to 
seem plausible. That is where the president comes in. Ronald 
Reagan was often reviled for being simple-minded, and for 
being too antagonistic to Congress. Yet his simple ideas, espe- 
cially on America’s place in the world, were usually right, and 
those of Congress wrong. Mr Reagan prevented much harm, 
especially on trade, by defending these ideas in the court of 
public opinion. Mr Bush’s ability to work with the Washing- 
ton establishment has been thought a virtue. It will prove a 
grave defect if it stops him from standing up to fashionable 
opinion, and saying on behalf of ordinary people that protec- 
tionism and Japan-bashing are wrong, dead wrong. 








tolerance have to be neither limp-wristed nor purple-faced. 

If Mr Salman Rushdie were murdered on the ayatollah’s 
bidding, and military retaliation could be as effective as it was 
with Colonel Qaddafi in 1986, military retaliation would be 
right. The difficulty is to pick a target—the ayatollah's home? 
an Iranian port? a refinery?—which could be hit with preci- 
sion and whose destruction might make Iran stop doing such 
things. Iran is a tougher proposition than Libya. Economic 
sanctions are no more promising: even if Britain could per- 
suade the rest of the European Community to join in, which 
is doubtful, it almost certainly could not enlist Japan and 
enough other countries to make the sanctions work. 


A reasoned disgust 

This does not mean that nothing can be done. There wouiu 
have to be a united demonstration of disgust if Mr Rushdie 
were killed. If European solidarity means anything, the other 
West Europeans would have to pull the rest of their diplomats 
out of Tehran. Europe's embassies in Muslim countries that 
did not condemn the ayatollah's action might have to be cut. 
And, to Muslims willing to listen, it would be necessary to 
explain what lies behind the disgust. 

Whatever else they may think about the West, most Mus- 
lims—including most lranians—like the West's material 
plenty, and wish they could have it themselves. But material 
plenty is partly a result of the qualities which the ayatollah is 
attacking. The invention and development of new products 
happens best in countries where new thoughts can be freely 
expressed and put to the test of workability. The efficient pro- 
duction of goods and services is best achieved by competition, 
meaning the right of different people to offer different things 
in the marketplace, to be accepted or rejected by those who 
come to inspect them. The political system in which eco- 
nomic pluralism flourishes is one in which each politician 
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have to be persuaded he is, not just told. 
__ These things do not destroy religion, so long as it is a reli- 
gion that prefers to persuade. The Catholic church broke half 
a millennium ago, despite the efforts of Torquemada, because 
people were no longer willing to be just told. The revival of 


Hongkongs last chance 


When I am dead and opened, you shall find “Calais” lying on my heart -MARY TUDOR 


ARGARET THATCHER probably does not think of 
herself as a Mary. If she chose to be compared to a 
queen of England, Mary's sister Elizabeth would be more to 
her fancy. Yet when historians try to find a match for Mrs 
™ atcher's heartache, the loss of Hongkong, they may have 
each back to Mary's Calais. This was a hugely prosperous 
city, gained when England was strong, surrendered when it 
was weak. Does Hongkong have to be surrendered on the 
terms that China is now demanding? No, but only if Mrs 
Thatcher produces more of the monarch she has inside her- 
self than emerged when her government negotiated the 1984 
deal with China. 

The governor of Hongkong is Sir David Wilson, a decent, 
agreeable man, who will presumably have the thankless duty 
of handing over the keys of Hongkong to China in 1997. This 
week he was in London with the thankless duty of reassuring 
Mrs Thatcher that all is well in the colony. What he had to say 
should not have reassured her at all. Nor should Parliament 
feel at all easy over what is going on in the colony. In April the 
members of a parliamentary committee are going to Hong- 
kong to have a look. They will come back with long faces. 

Mrs Thatcher's original instinct was to fight for Hong- 
kong. During her visit to China in 1982 she bravely pointed 
out that treaties were treaties. Hongkong island, unlike the 
*' w Territories, was not on a lease that ended in 1997. It had 

n signed over by China to Britain in perpetuity. Mrs 
Thatcher's advisers hushed her up. Uncharacteristically, she 
deferred to them. They spoke Mandarin and claimed to know 
the subtle Chinese mind. She could barely use chopsticks. 

The result was the settlement of 1984. Although this was 
applauded at the time as the best possible deal Britain could 
have got—this newspaper being perhaps the only dissenter— 
it is now seen as a potential disaster both for Hongkongers 
and for Britain's reputation as a good friend in a tough cor- 
ner. Britain rapidly discovered that China had no intention 
of letting it run the colony unimpeded until the handover in 
1997, as promised. China soon had a shadow administration 
in position, all but ordering Britain to do nothing that would 
displease the future masters. For all that, China is far from 
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ormation accompanied the beginnings of the best economic 
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system for satisying man’s earthly needs that the world has ye 
known. In their own time-scale, the Muslims are now on the 


edge of that long-ago Christian rebirth. In the bowels of the 
Prophet, think it possible you may be mistaken. " 
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alternative. Fortress Hongkong would have fallen the mo- 
ment China turned off its water supply. Perhaps. But it is 
more likely that China would have hesitated to order the 
wanton execution of its future golden goose. It is pointless to 
argue about might-have-beens, but that is the calculation on - 
which Britain should have looked the Chinese in the eye in 
1984. A bit of obduracy, some fearless Thatcherism—and the - 
Chinese might have flickered. A mere 800 English defied - 
30,000 French at Calais in 1558. They were beaten, but. 
gained a medal from history. The Britain of 1984 might have. 
gained the greater medal of a better deal for the 
Hongkongers. 


So stand again, on the basic issue d 
As it is, Britain's chief trophy from the Hongkong settlement - 
is something called the Basic Law. This is China's proposed 
constitution for Hongkong. The latest draft, published on 
Thursday, appears to be an improvement on the previous - 
draft. The wording of the clause on human rights has been 
made less ambiguous. The proposed overlordship of the 
Beijing government has been toned down. À 
The great remaining flaw is that the Basic Law does not 
envisage a democratically run Hongkong. When the Chinese 
take over, only 15 of the 55 members of the Hongkong legisla- 
ture will be directly elected. Unless a highly conditional ref- 
erendum in the never-never year of 2011 decides otherwise, | 
no more than half will ever be directly elected. Britain, incred- 
ibly, has been reluctant to push for a proper election for 
Hongkong, seemingly because it has never had one under the — 
British. Nonsense. Hongkong has always had an elected par- - 
liament—remote, maybe, but democratic: Britain's. It is the 
duty of Britain to leave a replacement behind in Hongkong. © 
The Chinese have promised that Hongkong's “existing — 
social and economic systems and way of life shall not be - 
changed for 50 years after the establishment of the Hongkong 
Special Administrative Region". They may mean it. Even if 
they do, the sheer disproportion between vast China and tiny 
Hongkong will gradually change life for Hongkongers unless - 
they have a powerful way of protecting those existing systems. 
That would be true even if China continued for the next 50 
years on the liberalising course it has followed for the past 
ten. A democratic mechanism in place by 1997 is Hongkong’s _ 
last best chance. Britain, looking China in the eye, now has to — 
show the nerve it lacked five years ago. j 
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XY it comes to admitting students, Britain's 50 uni- 
V versities are among the most elitist in the world; when 
it comes to paying staff, they are among the most egalitarian. 
he cult of equal pay for equal work has survived ten years of 
Thatcherism almost unscathed, doing particular harm to the 
country’s 3,500 professors. 
.. A limited amount of flexibility was agreed in 1987 by the 
worthies who stitch up university pay: the committee of vice- 
hancellors, the Association of University Teachers and the 
University Grants Committee. Instead of being paid a flat 
. rate, professors now get à minimum of £23,380 ($40,900) a 
year and an average of £28,820 in each university. That allows 
the pay of one professor to go up to £34,260 for each profes- 
sor on the minimum. As the minimum is not much more than 
- half of the pay for the equivalent grade in an ordinary state 
university in America, and as a top professor in a prestigious 
_ American establishment can expect to be paid at least three 
times the British minimum, British universities have lost 
some of their best brains across the Atlantic. In the last aca- 
demic year, says one survey, 63 out of 175 vacant professorial 
. posts could not be filled for lack of suitable applicants. 
.... Some vice-chancellors would love to have more flexibility 
in paying staff. But such are the jealousies among academics 
— that vice-chancellors have to resort to subterfuge even to offer 
perks. Some quietly allow their best scientists, lawyers and 
.. doctors to do consultancy work, even though this may limit 
the amount of work they do for the university. But others 
— share the egalitarian instincts of the academic trade unions. 
.. Cambridge rejected the 1987 agreement, insisting that all its 
professors get an equal salary of £27,800. The university justi- 


The poison in lead 
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Cleaner fuel needs only a hand from the taxman 


À T IS now horribly clear that lead is poisonous stuff. Dis- 
— A charged into the world's air, water and soil, it finds its way 
_ into the human body. There it wreaks havoc: damaging the 
. nervous systems of unborn babies; lowering the intelligence 
of children and changing their behaviour; and making more 
- brittle the bones of elderly women (see page 91). 
= The sources and dangers of lead pollution are better 
documented than those of other threats to the environment, 
. such as global warming, the depletion of the ozone layer and 
. acid rain. And lead is one blight that can be tackled by indi- 
_ vidual governments. Most airborne lead comes from car ex- 
.. hausts. Lead was first added to petrol in the 1920s to boost its 
. octane rating. Old bone-shakers needed it. Now, thanks to 
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. How to pay Britain's best academics enough to stop them emigrating 
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hed this policy of monkish poverty—a principle on which it 
was founded seven centuries ago—on the grounds that finan- 
cial competition does not make for a happy academic commu- 
nity and that the distinction of becoming a Cambridge pro- 
fessor is itself an adequate reward. Not all of these 
distinguished folk agree, and several are on the move. 

If British universities are not to sink into slow decline, 
their vice-chancellors need to be given the flexibility enjoyed 
by most managing directors in paying staff. A first step would 
be to scrap all the constraints of the 1987 pay agreement, 
which is in any case up for renegotiation. Even if they had the 
freedom to pay good staff more, most vice-chancellors wo `“ 
not find the cash: the universities still rely almost entirely V.. 
government grants to finance pay, and those grants leave lit- 
tle scope for paying top salaries for high-flyers. 


Brilliant pay for brilliant people 

The education secretary, Mr Kenneth Baker, is a master of 
the sweeping gesture of apparent munificence. Let him an- 
nounce a scheme to endow 50 chairs, spread round universi- 
ties, with a capital sum of £1!2m, each to be independently 
managed to provide professorial salaries of at least £50,000 a 
year. Spread over three years, the scheme would add just 12% 
to the higher-education budget. It would set up a model of 
excellence which companies and private philanthropists 
would want to emulate. At present it is too easy to think of 
universities as remote, austere institutions where a Marks and 
Spencer Professor of Food Quality would seem out-of-place. 
So long as that attitude persists, so long will Britain’s best and 
brightest grumble and moan or get up and leave. 
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modern oil-refining techniques, any car engine can be de- 
signed to run well on unleaded petrol. 

Unleaded petrol has worked wonders in America and Ja- 
pan, where almost all cars now use it: in America a 55% fall in 
the amount of lead in petrol between 1976 and 1980 was ac- 
companied by a 37% cut in the average level of lead in blood. 
In many West European countries unleaded petrol now ac- 
counts for between a fifth and a half of all petrol sold. Even in 
South Korea—an unlikely haven for greens—the unleaded 
share is one-third, But the European government that has, of 
late, boasted loudest about its greenery has been slow to en- 
courage its drivers to use unleaded fuel. Just 4.1% of petrol 
sold in Britain is unleaded. British cars pump out 2,900 
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BOND FUND St OUT OF 80 INTERNATIONAL BOND 
FUNDS - 12 MONTHS TO 3.2.89" 


The Global High Income Bond Fund was launched just 


eighteen months ago in July 1987. We considered then that gross 
high-yielding Government and similar bonds offered good 10 S. dividend 
potential. 0 . 

The past year has proved us right. Investing in bonds from yield 


countries such as the UK, Australia, Canada, France, New : 

; be " incr 
Zealand and Spain, the fund ranked 1st out of 80 international 0 - Mee 
bond funds over the period. * + 0 in capita 


since its launch the fund has also comfortably outperformed value 
the UK equity market*. 


COWON NEAN. Ss Sew 0 a oom SUMAS 
And, unlike investments which achieve a high income at the ü overall 
expense of capital value, the fund's performance includes * growth 
capital appreciation as well as dividend return. 0 (capital plus 
Guinness Flight is the only investment management com- i 


income) 
pany outside the USA to offer precisely this type of fund. 


Wa bebes heehee ES f 12 months to 31.1.89 — offer to bid basis, excluding initial 
e believe prospects for above-average real returns from charges, in Sterling with gross dividends reinvested. 











the fund remain excellent. If the current rise in interest rates Source: Guinness Flight Fund Managers (Guernsey) 
chokes off inflation and initiates a slowdown in growth, now Limited. 

should be a particularly good time to invest. *Source: Lipper Overseas Fund Table (LOFT), 3.2.89. 

All share classes of the Guinness Flight Global Strategy Fund 
Limited, of which the fund is one, are listed on the Interna- 
tional Stock Exchange, London. 











GENERAL INFORMATION | FUND MANAGERS (GUERNSEY) LIMITED | 
en AIMEE 17 LUVA LGD 
, ; | PO Box 188, La Vieille Cour, St Peter Port, Guernsey, Channel Islands | 
Investors are reminded that as a AE pS of the edge | Telephone (0481) 712176 or Telex 4191284 GFFUNDG S | 
nature of the investments held and of possible exchange an 
: st rate fluc ions. the val / heir shares 18 d th | Please send me a prospectus and scheme particulars for the Guinness | 
interest rate Huctuations, the value of their shares an e Flight Global Strategy Fund Limited, on the sole basis of which | 
yield from them may go down as well as up and that past per- | an investment may be made. 
formance is no guide to the future. Also deduction of the | Nice | 
Fund's initial charge (where applicable) means that if an | 11 au | 
investor withdraws from the investment in the short term he | Address E 
may not get back the amount he has invested. | s | 
tFund since launch 3.7.87 to 31.1.89 +11.9% , (calculated on | E . i | 
Same basis as in panel). | 3 Country | 
FT A All Share Index for same period: —4.15% (total return This advertisement hes been issued with the approval of Guinness Fight Global Asset Management 
basis) — Source: Datastream. | Limited, a member of IMRO and LAUTRO and the investment adviser to the Guinness Flight Global | 
Strategy Fund Limited -a Guernsey A1 authorised and UK recognised Collective Investment Scheme J 
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BRITISH TELECOM 
RESULTS. 


THIRD QUARTER 


"British Telecom's earnings per share for the nine 
months to 31 December 1988 improved by 12.1% to 19.8 
pence, and pre-tax profits rose by 8.4% to £1,862 million, 
compared with the same period of the previous year. 

“This improvement was largely due to the increased 
use of telephones, with inland and international call 
volumes up over 10% and over 14% respectively. 

"We are continuing to invest, on average, £50 million 
every week in improving our systems, services and products. 

“To date, we've laid more than 300,000 miles of 
optical fibre, which can carry as many calls as a conven- 
tional cable nearly ten times the size. 

"We've installed over 1,850 digital exchanges, bring- 
ing the benefits of new technology to 4.3 million customer 
lines so far. 

"We are moving towards world leadership in mobile 
telecommunications with the introduction of Phonepoint, 
a revolutionary mobile telephone system, and plans for a 
major investment in McCaw Cellular Communications, 
Inc., a leading cellular telephone company in the USA. 

"In the first three quarters of the financial year, 
we added 2,900 new pay phones to the network; and we 
continue to increase the number working at any one time. 

"We've already provided speedier and more 
efficient enquiry and order handling services to over half 
our customers through the Customer Service System - 
one of Europe's largest computing projects. 

"We're cutting delays and disruptions through new 
network management techniques, which allow calls to 
be re-routed automatically if lines are overloaded. 

"And we have held the prices of our main services 
steady for over two years - a period during which 
inflation has risen by over 11%. 

"In short, we have achieved a satisfactory financial 
performance and have continued our drive to better 
customer serv ice." 


Bntish 


TELECOM 


IAIN VALLANCE, CHAIRMAN 








Third quarter and nine months results to 


31 December 1988. 


Third quarter 

3 months ended 
31 Dec 
(unaudited) 
1988 1987 
Sm &m 


Turnover 2,790 


Operating profit 703 


Profit before tax 623 


Profit after tax 402 


Earnings per share 6.6p 


If you have any queries as an investor, please call 0345 010505. For 
daily information on the British Telecom share price, please call 
0345 010707. You may telephone these numbers from anywhere in 
the UK for the price of a local call. British Telecommunications plc, 


81 Newgate Street, London ECLA 7AJ. 


Its you we answer to 


Cumulative 

9 months ended 
31 Dec 
(unaudited ) 
1988 1987 
&m Sm 


8,201 7,497 


2,104 1,918 


1,862 1,717 


1201 1,094 


19.8p 176p 























now "be rising; partly’ t erase déoole are driving 
distances. Fewer than a quarter of Britain's 20,500 fll- 
ations stock unleaded fuel, although the ee is (at 
ast) climbing swiftly, > 






Make safer cheaper - 


"Of the 21m cars on B British roads, some e 344m can use ‘either 
leaded or unleaded petrol, while around 7m are too old or too 
crudely designed to be easily adjusted to run on unleaded. 
e remaining 10 

















50,000 have been converted. Motorists 
heir cars have been adjusted they may be 
cannot find an unleaded pump. Quite un- 









le petrol if each gallon saves a mere 5p (9 
hly half the price advantage to be had in those 
an countries where unleaded is widely used? 
—— ? Nhat, then, should the government do? First, it must in- 
p zaist that all new cars—no exceptions—should be able to run 
. on unleaded petrol before the EEC's October 1990 deadline. 
Second, it should trumpet the benefits of unleaded fuel more 
widely. Third, and most important, Mr Nigel Lawson, the 
chancellor of the exchequer, should use his March budget to 
save motorists at least 10p on each gallon of unleaded petrol. 
He could do this at no capes to the a, by. cutting the 
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D The first steps towards human genetic engineering give no cause for alarm 


AFTER ten years of tinkering with the genes of less-sophis- 
ticated things, genetic engineers are to try their tricks on 
man. Transferring new genes to a person could bring great 


nefits. The transfer might be to a baby, already cuddled and. 


< awved, but who has a genetic defect such as phenylketonuria 
(which turns him into a nervous wreck) or Lesch-Nyan syn- 
drome (which kills, but only after causing compulsive self- 
mutilation). Treating that baby with healthy. genes promises 
him a normal life. 

In spite of such promise, Mr eren Rifkin and his Foun- 
dation on Economic Trends, the vanguard of 
biofundamentalism, want an injunction from the Federal dis- 

trict court of Columbia to halt such novel experiments before 
they start. The fundamentalists object, first, that it is wrong 
for scientists to play with man’s chemical blueprint (his DNA) 
and design his destiny. They say, second, that the experi- 
ments are downright dangerous. The first argument is easily 
dismissed; the second less so. 
" s Scientists aré not dabbling with destiny. Because they fear 
. 8n outcry, they have steered clear of “germ-line” gene 
^ therapy—in which foreign genes would be passed. from gen- 
ration to generation. They have concentrated on “somatic” 
gene therapy, which affects only the people treated, not their 
descendants. In somatic therapy, cells would be taken from 
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ars could run on unleaded petrol after 
etween £5 and £15) adjustment to their. 


on unleaded petrol can (at a cost of £200-400 each) b 
with “three-way” exhaust catalysts before they 
_tory. These convert those three other pollutants 


ngines can use either fuel. But why drive in — 


torists for the extra cost of new, catalysed cars 


cer, but X-rays and anti-cancer drugs cause mutations as we 


bad luck, find themselves next to a dormant cancer-cau: 









price differential should ncourage mo 
brace lead-freedom: many cars, courtesy of 
carmakers, can be adjusted for free. Later, if the 
does not respond, the government might insist tl 
convertible cars be doctored as a condition for pa ; 
annual test for roadworthiness. a 
Unleaded petrol offers another bonus. Lead is ot 
the nasty things in exhaust gases: carbon monoxide, t 
oxides and hydrocarbons pour out too. New cars wh 




















dioxide, water and nitrogen. Many environmental 
that the amount of extra carbon dioxide—a w 
"greenhouse" gas—produced would be small } by glo 
dards. Catalysts are the best available way 
pollution—the latest "lean-burn" engines- 
clean up the exhausts of small cars. 
Britain is lagging behind most of continen 
introducing catalysts. To catch up, it should:co 
























many, Holland and Denmark encourage 
breaks. The British government might redi 


1596 VAT is added) on vehicles fitted with catalys | 
ter way to turn green words into green action? 



















the T foreign genes put into demi in the laborer 
the cells returned to the patient. These genes are unable (o 
least extremely unlikely) to escape into sperm or eggs and tk 
pass on to the next generation. There is understandable 
worry that tampering with genetic make-up might allow som 
one to buy genes to enhance his intelligence or well-being, b 
genetic engineering raises no new moral issues on that sco! 
Conventional drugs are being developed for that too. 


Safety first 


The harder questions have to do with die ne of gene 
engineering. There are two dangers: the possibility of cau 
cancer; and the possibility of releasing an infectious and le 
virus into the population. | 

Messing with human DNA can cause mutations and i 


There is , in theory, some reason to worry about the po 
"gene switches" which have to be inserted together wii 
foreign gene in order to turn it on. These switches could 


gene in the patient's DNA and turn on cancer instead. 1 
chance—and it is a tiny one—is one that the patient 
probably have to take. The patient's choice will be betwee 
this risk and the certainty of the terrible disease he alre 










"The REA ibd for gene A comes from the 
Etid that scientists have had to devise in order to get for- 
 eign genes into the body. A simple injection does not work. 
The most popular vehicle is a “retrovirus” which hurts mice 
D- (but, so far, not men) and which can stitch genes into human 
E DNA. Although scientists take the precaution of “disarming” 
_ the retrovirus, something could in principle still go wrong. 
What if one retrovirus is accidentally still armed and proves 
E _ surprisingly dangerous? There are tests that can detect this. 


Et 


N Nigel Lawson delivers Britain's budget on March 
14th, he is likely to say that the Treasury will repay 
around £13 billion ($23 billion) of the national debt in 1989- 
90, much the same as in the year just ending. By past stan- 
dards, this is tight fiscal policy—and, with inflation still ris- 
ing, rightly so. But Mr Lawson has been claiming that fiscal 
policy has nothing to do with managing demand, so he can- 
— not justify a tight budget on the excellent grounds of anti- 
— inflationary prudence. Instead, he will probably boast that re- 
— ducing the national debt is a good thing in its own right. 

-  [fitis, then Mr Lawson and his successors will have plenty 
to boast about. At the end of last year Britain's net national 
debt was just under 40% of.Gpr. That is already the lowest for 
10 years, and down from a peak of 20096 after the second 
world war, though still above the debt ratios of most OECD 
economies. If the government holds taxes and non-interest 
spending at their present shares of GDP, future surpluses will 
be big enough to wipe out the debt by the turn of the century. 
Mrs Thatcher's eyes gleam at the thought. But is paying back 
the debt really a sensible goal? 


No debt trap beckons 


Above a certain level, debt is undoubtedly bad. Servicing it 

adds to government borrowing, which can cause interest rates 

. to rise, which makes the debt more costly to service, and so 

- on. Italy has discovered the "debt trap” where, if real interest 

= rates exceed the GDP growth rate, debt can spiral. If that pros- 

pect threatened Britain, shrinking the national debt would be 
an essential priority. It doesn't, so it isn t. 

If ministers start repaying debt just for the sake of it, they 
are implying two things. One, they can see no public invest- 
ment projects that would yield an adequate return. Two, they 
wish to shift consumption from today's taxpayers (who are 
paying more in taxes than is spent on their behalf) to tomor- 
row's (who will thus inherit a smaller debt and so pay less tax). 
On this second point the government has a case. Revenues 
from North Sea oil will not last for ever, so to avoid taxes 
having to rise later a fiscal surplus (or a smaller deficit) is desir- 
able now. And, as more Britons turn grey, the government's 
.. unfunded pension liabilities will mount; this too argues for 
— A higher taxes today, rather than a steep rise tomorrow. 





Britain s balance-sheet budget 


Think of the public sector's debt just as you would a company's 
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What if the disarmed viruses turn into active ones in the 
body by picking up bits of genes they find there, thereby po- 
tentially damaging all mankind? The scientists say that the 
chances of a pandemic holocaust are extremely remote, be- 
cause they have seen no evidence of it in their animal experi- 
ments. That may sound feeble, but mouse retroviruses are no 
likelier to wreak havoc than any other innocuous mouse vi- 
rus. Disarmed polio vaccines carry similar risks, for instance. 
With genetic therapy, as with any medical treatment, risks 
will have to be run if great benefits are to be gained. 








The government has gone wrong, however, on the fi 
point—the mix of its spending between investment and Cor- 
sumption. To see this, the idea of a public-sector balance 
sheet is helpful. It would be a short-sighted company that 
minimised its liabilities and ignored its assets. So too for gov- 
ernments. Like companies, they should aim at least to main- 
tain their net worth—the value of assets less liabilities (see 
page 71). This highlights the distinction between borrowing 
to finance spending on, say, salaries (which reduces net 
worth), and borrowing for investment (which generates fu- 
ture income, so should leave net worth unchanged). 

An auditor would almost certainly find the public sector's 
net worth has shrunk in the 1980s. A big reason for the swing 
into budget surplus has been the squeeze on capital spending. 
Public investment (after depreciation) has tumbled from 6% 
of GDP in the early 1970s to less than 296 in the 1980s. This is 
not because there is nothing worthwhile to invest in: though 
some public projects (eg, Concorde) are wasteful, others 
(most motorways) have demonstrably high returns. No, the 
main reason is political funk: cutting investment upsets fewer 
pressure groups than do curbs on current spending. 

That is a lousy reason. There is no virtue in a firm beig 
free of debt if it then goes bust because its production line 
breaks down. The balance-sheet approach also exposes tricks 
such as selling public assets, which most governments 
wrongly treat as cutting their deficits: the fall in borrowing is 
matched by a reduction in assets, leaving public-sector net 
worth unchanged. By much the same token, skimping on 
maintenance may improve the narrow financial picture, but 
only by eroding assets. 

Mr Lawson might say it is impossible to value assets such 
as roads and submarines, or to decide how fast they should be 
depreciated. But private firms face the same difficulties in 
valuing their assets—and are not therefore excused from hav- 
ing to. If Mr Lawson is in the mood for long-term fiscal 
thoughts, he needs a proper framework. The balance-sheet 
approach would show that some of the recent fiscal improve- 
ment is an illusion: it has been bought by running down the 
public sector's assets. Without such a framework, talk of re- 
ducing the national debt is mostly affectation. 
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Even if you can speak the language it's 
sometimes hard to decide exactly what you 
| are listening to on a news programme. 

I Is it a balanced, unbiased summary of 
| the facts? 
| Or some thinly disguised manifesto 
lll masquerading as fact? 
| | Tune to the World Service from the BBC 
| | and you know exactly where you stand. 

| Each day our journalists, editors and 
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roper news. 





ropaganda. 
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translators scour their writing for any note of 
bias; any hint of ambiguity. 

What remains is 11 hours of balanced, 
accurate news and current affairs. 

With fully updated news bulletins every 
hour, on the hour. 

The BBC World Service broadcasts mainly 
on short wave, 24 hours a day in English and 
thirty-six other languages. 

Where you find it on your radio depends 
largely where you find yourself on the globe. 

Write to BBC World Service Publicity, 
Department E, PO Box 76, Bush House, 
Strand, London WC2B 4PH, and we'll gladly 
send you details. 


QOOW WORLD SERVICE 


The Swire Group Pi 
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IHE NEW 


MARCO POLO 
BUSINESS CLASS 
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WARM, ATTENTIVE SERVICE 
TO HELP THE CORPORATE BODY 


ARRIVE IN BETTER SHAPE 


Now there's a business class 
that offers you friendly, 
attentive service, in a 
completely new environment. 

A business class served by 
our hostesses from 10 Asian 
lands. 

A business class with an 
excellent choice of gourmet 
dishes complemented by the 
finest wines. 

The New Marco Polo 
Business Class. Built to help 
the corporate body arrive in 


better shape. 


Arrive in better shape a 





FOR THOSE WHO HAVE ACCESS TO 
THE FINER THINGS IN LIFE. 


INTER: CONTINENTAL 
HOTELS 


lts where you qo when you ve arrived. " 


HE LINCOMPROMISING BUSINESS TRAVELLER WHO SEEKS A DISTIN 








Feeling Slightly Exasperated 


An unbuilt military aircraft may be about to send the American- Japanese - 


ce into a tailspin. Our Washington correspondent starts the sad story 


WE Japan signed an agreement last 
November with the United States to 
share in the development of a new fighter 
aircraft, it presumably thought it had done a 
l. Not so fast, Noboru. The American 
ernment is now split asunder over 
ether to honour the agreement. The 
State Department and the Pentagon want to 


go ahead. The Commerce Department, the 
Office of the Special Trade Representative 













Carlucci did not lose any sleep 
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(America's chief trade negotiator) and some 
congressmen want to look a fine gift horse in 
the mouth. 

The deal would give General Dynamics 
35-4096 of the $1.3-billion-worth of work for 
developing a prototype of a new version of 
its F-16 fighter, to be called the Fsx, or 
Fighter Support Experimental. The rest 
would go to Mitsubishi Heavy Industries 
and its Japanese subcontractors. The Japa- 
nese government would buy as many as 170 
of the fighters in the mid-1990s. Negotia- 
tions on who builds them would begin in 
1993. It was seen at the time as a triumph to 
have got the Japanese to give America so 
much. They had wanted to develop the 
fighter on their own, as a prelude to devel- 
oping their own military aerospace industry. 

The United States was under no obliga- 
tion to buy any FSXs. The agreement would 
give General Dynamics access to some of 
Fuji Heavy Industries’ superior composite- 
materials technology, which would be used 
in making the wings. General Dynamics 
would build two of the six wing-sets needed 
for the first prototypes. And Mitsubishi 
Electric Company had agreed to share its 
phased-array radar with General Dynamics. 
The Americans say this would be the first 
significant transfer of Japanese military tech- 
nology to them. 

The enthusiasts had not reckoned with 
Washington's diehard Japan-bashers. Vi- 
sions of a Japanese civilian aviation industry 
that would do to Boeing what Japanese tele- 
vision-makers did to American ones gave 
several senators sleepless nights. Five of 
them wrote to President Bush demanding a 
review of the deal. Senator Jesse Helms of 
North Carolina, the Senate's resident xeno- 
phobe, extracted a promise from Mr lames 
Baker during the confirmation hearings for 
his appointment as secretary of state that he 
would give the matter his special attention. 

The senators were joined by allies in the 
Commerce Department, the intelligence 
agencies, the Department of Labour and the 
office of the trade representative. They saw 
three things wrong with the deal. First, the 
Japanese would get access to American mili- 
tary technology, which might end up in the 
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hands of the Russians. Second, the Jap panes 
would use the experience of working ` 
General Dynamics to become competitive 
in civilian aerospace. The critics contend 
that Fuji Heavy Industries has more to learn 
about composite wings from General Dy 
namics than vice versa. The deal's support- 
ers, including Mr Frank Carlucci, Presider 
Reagan's last secretary of defence, say t E 


technology has little relevance for civil i | 


aerospace. 

Third, say the Japan-bashers, the Japa- 
nese should, if they wanted to buy fighte 
aircraft, simply have bought American a 
off the shelf. This is a non-starter. In e 
past Japan has co-produced the F-15 and th 
P3-C, but it has not bought a military a 
off the shelf since 1955. In any case, the x. 
will be obsolete by the mid-1990s. - 

The Commerce Department was espe- 


E 


craft 


vi 
be 


cially displeased with the Pentagon for no 


He 


revealing more about the technologies that - 


would be transferred to the Japanese ünde 


the deal. One of the armed services refused — 


to turn over information to the Commerce — 


Department about why it needed money to 


upgrade a manufacturing technology for the 
deal. Mr Robert Mosbacher, the new secre- 


tary of commerce, demanded a say in the 


matter. After several contentious meetings, 


the National Security Council put off a deci- — 
sion until March 10th. It directed the De- 


fence and Commerce Departments to re- — 


view the deal and report back by then. 
Japan wants to start awarding the con- 
tracts before the end of its financial year on. 
March 31st. The Pentagon insists the dez 
must be approved by then, but Congress. 
need not be hurried. It would have 30 da 


to consider the matter after being notified 


by the president (probably about a week af- 
ter March 10th). The senators extracted à - 


promise from Mr Baker that the president 
would not enter into any agreement on Re 
FSX while he was in Japan. Neither Mr Bu: 
nor Mr Baker, however, can have failed to. 
hear what the Japanese feel about it. 





Very well, alone — 


FROM OUR TOKYO CORRESPONDENT 


ITH 159 foreign delegations in To > 


for Hirohito's funeral, the prosecu- 
tor's investigations into the Recruit scandal - 
creeping ever closer, and the opposition de- 
manding the cabinet's wholesale resigna- 
tion, the last thing Mr Noboru Takeshita — 
needed this week was one more political gre- 
nade lobbed at him. Unwelcome but un 
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stoppable, the issue of the rsx plopped 
through his window. 

Unable, or unwilling, to discuss the FSX 
during his hour-long meeting with President 
Bush, Mr Takeshita handed the problem to 
his foreign minister, Mr Sosuke Uno. The 
foreign minister has been reassuring the 
American secretary of state, Mr James 
Baker, that Japan remains as committed as 
ever to the two countries’ first attempt at 
joint arms development. But Mr Baker came 
away with few doubts that antagonistic 
forces are gathering within Japan's parlia- 
ment and defence industry. They have al- 
ways wanted Japan to go it alone on the Fsx. 
Should Congress delay the project beyond 
March, they may build up enough steam to 
become politically irresistible. 

A noisy FSX debate in Japan could prove 
a heaven-sent diversion as Mr Takeshita 
fights for his political life. The joint venture 
between Mitsubishi Heavy Industries and 


General Dynamics to build a fighter the Jap- 
anese air force can use in the late 1990s is 
detested by Mr Takeshita's parliamentary 
foes. If it thought there was a reasonable 
chance of success, Miss Takako Doi's Japan 
Socialist party might aim at the demolition 
of the FSX project. Mr Takeshita can see his 
chance in that. He could assault the opposi- 
tion for trying to destroy an $8 billion ven- 
ture offering plenty of well-paid jobs to engi- 
neering firms badly in need of orders. 

The Liberal Democratic government 
has too many friends in the upper echelons 
of Japanese industry to let the FSX disappear 
altogether. If it had to, the government 
could certainly muster enough votes in par- 
liament to pay Japan's aircraft manufactur- 
ers to build the air force's next fighter by 
themselves. A wholly Japanese FSx would be 
popular in the engineering industry, which 
because of the high yen has been closing 
shipyards and running down metal-bashing 






































HE interior minister of Thailand, 

Mr Pramarn Adireksarn, has pro- 
posed that prostitution should be 
legalised. The proposal will come as a 
surprise to those who assumed that the 
700,000 or so women who openly add 
spice to the tourist trade do so with the 
blessing of the government. Probably 
they do but, formally, prostitution is ille- 
gal in Thailand. Brothel keepers and 
their employees can be jailed. Even cli- 
ents can be prosecuted. 

The existence of an anti-vice law is a 
valued get-out for officials in Bangkok 
when they are asked embarrassing ques- 
tions about the sex capital of Asia. “It is 
quite illegal," they tell incredulous televi- 
sion reporters from Europe and Amer- 
ica. "Where did you say this is happen- 


AIDS in Thailand, the time for word 
games is over. 

So far, the main victims of the disease 
appear to be drug addicts using infected 
syringes. Mr Pramarn said on February 
15th that, through registration, prosti- 
tutes could be "controlled and pro- 
tected. The Thai government is at 
present running a publicity campaign to 
encourage safer sex. 

In the view of many critics of Thai- 
land's sex services, including women's 
organisations in Thailand itself, it is the 
duty of the government to shut down the 
business and find its employees respect- 
able jobs. Such demands, though sin- 
cere, assume that this is what the young 
ladies want. This view was challenged in 
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Protecting the tarts of Thailand 


ing?" But with the alarming spread of 





a report by the International Labour  Thailand’s sex trade is more than skin 
| Organisation in Geneva, which took evi- deep. 
da s d i. 








dence from 50 girls who had moved from 
rural areas to Bangkok to work in mas- 


Entrepreneurs at work | 
| 
| 

sage parlours: 


The migration gave them an earning power 
which was simply astounding relative to 
normal rural budgets. A couple of years of 
work would enable the family to build a 
house of a size and quality which few people 
in the countryside could hope to achieve in 
the earnings of a lifetime . . .They were en- 
gaging in an entrepreneurial move designed 
to sustain the family units of a rural econ- 
omy . . . Our survey clearly showed that the 
girls felt they were making a perfectly ratio- 
nal decision within the context of their par- 
ticular social and economic structure. 









factories. It would like to create a slick new 
aerospace business to take their place. 

Japan's engineering industry can build a 
replacement for the country's existing 
(home-grown) F-1 fighter, though it would 
still have to get the know-how for the en- 
gines and some of the weapons on licence. 
Mitsubishi and its subcontractors had al- 
ready built and flown a prototype of the FSX 
before the government persuaded them to 
base their final design on America's F-16 air- 
craft. The "control configured vehicle" (a 
CCV can fly in one direction while pointing 
and shooting in another) that took to the air 
from Mitsubishi's Nagoya plant in 1983 
demonstrated that Japan could build an ad- 
vanced fly-by-wire (computer-mediated) air- 
craft at least as well as the Europeans, if not 
the Americans. 

Mitsubishi's engineers point out that 
the agreement signed by Japan and the 
United States in November makes only de- 
cade-old American technology available 
the Japanese. They grouse that the dea: 
would give them nothing of what they are 
really hungry for: technical details on state- 
of-the-art aircraft such as Grumman's X-29, 
or Lockheed's F-19 "Stealth" fighter, or even 
General Dynamics's own ATF (armed tacti- 
cal fighter), the drawing-board version of 
America's next generation of fighters. The 
Mitsubishi men moan that they cannot even 
get the information they need to carry on 
with their own part of the Fsx design. They 
say, for instance, that America's two jet-en- 
gine manufacturers, Pratt & Whitney and 
General Electric, are under instructions 
from the Pentagon not to divulge any of the 
technical details about the engines that will 
be used in the FSX. 

The Japanese technology that America 
is getting from the deal is, by contrast, free 
to flow. The most interesting piece of it for 
the Americans is the integrated-hardening 
methods the Japanese have developed *^ 
build entire wings from layers of supe 
strong carbon fibres. This technology is 
brand-new, and has commercial applica- 
tions that range far beyond the aircraft in- 
dustry. The miniaturisation work the Japa- 
nese have done on phased-array radars, 
normally huge land-based structures, may 
have ushered in a new era of airborne warn- 
ing systems. Analysts reckon these two tech- 
nologies could be worth several billion dol- 
lars apiece. 

So why should the Japanese bother with 
the whining Americans? The (non-political) 
answer has less to do with technology than 
with profit. With only $1.3 billion so far 
budgeted for the FSx’s development, Japa- 
nese defence contractors know they are 
guaranteed a steadier profit from using a 
well-proven airframe like that of the F-16 
than by building an aircraft from scratch 
based on inevitably unproven ideas of their 
own. The Fsx’s total development cost, with 
or without the envisaged 35-4096 contribu- 
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IMEDE 1989 


... building on your executive 
experience... 


Rigorous, practice oriented management 
programs. Interaction — a key element of the 
IMEDE process. Faculty with a real-world 
focus and world class reputation. 

Business leadership on a global scale. 


IMEDE 1989 GENERAL 
MANAGEMENT PROGRAMS 


Seminar for Senior Executives 


To widen strategic vision, broaden perspectives and 

strengthen leadership practices. For executives in 

senior positions. 

February 26 - March 17 June 11 - June 30 
October 15 - November 3 


Managing Corporate Resources 


For senior operating executives and general managers 
who want to develop broader perspectives and inte- 
grative abilities in leading their management teams. 

April 30 - May 26 September 17 - October 13 


Program for Executive Development 
To prepare successful middle managers for future 
general management positions. Separable in 2 five-week 
modules. 

January 8 - March 17 April 23 - June 30 
August 13 - October 20 


For more information on the full range of IMEDE's 
programs, please contact Marie- Dominique Calcio, 
IMEDE, Tel.: Int'l ..4121/26 7112 


BUILDING FOR 
THE FUTURE 


WITH A WORLD- 
CLASS FACULTY 





IMEDE 
Chemin de Bellerive 23 - Lausanne - Switzerland 
Postal address: P.O. Box 915 - CH-1001 LAUSANNE 
Tel.: ..4121/2671 12 - Fax: 26 6725 - Telex: 455 871 
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—— Attention Intermediaries... 
H We are looking for well established institutions 


[—, and intermediaries who wish to offer to institutions 
Jl and wealthy private clients a safe yet exciting 
| investment with the following features: 


B Profits can be made on rising and falling 
| markets 


| Initial investment guaranteed by an 
/ International Bank 


E No sales fees to the client, but excellent placing 
commissions are available to intermediaries 


|.» W A unique system of selecting advisors with 
proven track records which reduces risk whilst 
maximising profit potential 


This fund is the second guaranteed offering from LPS. It follows 
the successful $7+ million launch of London Portfolio Guaranteed 
Company I Ltd in association with Cargill Investor Services Inc as 
futures broker and CIS Managed Assets Inc as Managers. CIS is a 
wholly owned but independently managed subsidiary of Cargill Inc. 


Two of the directors of LPS, Tim lreton and Hugh Dumas, are 
among the pioneers of guaranteed funds. 


Intermediaries will be supported by a powerful marketing campaign 
including advertising; international press relations and prestigious 
sales literature. 


Intermediaries should contact Box no. 3637, The Economist, 
25 St. James's Street, London SW1A 1HG for further details now. 


* The forecast from the historic performance 
of our Trading Advisors on a pro-forma basis 
suggests potential average annual growth 
of 31.496. 


Prospective agents must be licensed to 
operate and act as intermediaries in the 
jurisdiction of their agency by the local 


regulatory authority. London Portfolio Services ple 
2 e " i” t AC Jb oe) 1 
X CHA SW NEA 
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LPS ECO 289 
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All of these securities having been sold, this announcement appears as a matter of record only. 


February, 1989 


$765,082,000 


Government Trusts 


Each Current Coupon Certificate will represent an undivided fractional interest in the related 
Trust and each Zero Coupon Certificate will represent an interest in specific cae of 
principal and/or interest on the assets of the related Trust. The assets of each will 
consist of (i) a promissory note payable in United States dollars issued by the Islamic 

ublic of istan, (ii) a guaranty by the United States of America, acting through the 

A] ere Agency of the Department of Defense, of the due and punctual 
payment of of all principal and interest due on such Note (plus 90% of all interest 
on any overdue payments) and (iii) a beneficial interest in a government securities trust 
— non-callable United States ury bills, notes, bonds and other direct obligations 
of the United States of America calculated to provide such Trust on a timely basis with funds 
in an amount equal to at least 1096 of all principal and interest payments due on such Note. 


$191,027,000 
914% Current Coupon Certificates, Class P-1, Due 1992 


$234,310,000 
9.45% Current Coupon Certificates, Class P-2, Due 1994 


$339,745,000 
Zero Coupon Certificates, Class P-3 


Shearson Lehman Hutton Inc. 
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tion from General Dynamics, is widely ex- 
pected to be close to $2.5 billion. The manu- 
facturing costs of a jointly developed aircraft 
could be kept below $50m an aircraft. A 
wholly Japanese FSX, given Japan's lower 
productivity and the smaller number 
needed, might cost $80m each. Even the 
well-proven F-15 Eagle costs almost twice as 
much to build in Japan ($70m) as in the 
United States. 

The little FSx will be no match for the 
Soviet air force's MIG-29 Fulcrum or MIG-31 
Foxhound interceptors, let alone its forth- 
coming MIG-35 light-weight fighter. But mili- 
tary men in Tokyo think that for Japan's 
purposes—policing the sea-lanes around the 
country and helping the army stop an inva- 
sion—the FSX should be a reasonably cheap 
and good buy. It would be better to do it 
with the Americans, but it can be done 
alone. Do you copy, America? 





south Korea and America 


Yankee go home, 
but not just yet 


FROM OUR EAST ASIA CORRESPONDENT SEOUL 


RESIDENT BUSH vwill probably spend 
only five hours in Seoul this coming 
Monday; not much more than a lunch stop, 
really, on his way home from Japan and 
China. Never mind. The South Koreans are 
happy to call it a summit between the Amer- 
ican president and theirs; Mr Roh Tae Woo. 
These few hours on February 27th will give 
birth to many thousands of words in print, 
on the air and in private conversation. Its 
future relationship with America is a subject 
that is becoming worryingly important to 
South Korea. 
Many Koreans are, and will remain, 
ateful to America for saving them in the 
Korean war of 1950-53. America paid in 
blood: it contributed most to the United 





America is a burning issue 





cow CM ee DOR cR: o. 





Nations army, and 33,729 of its soldiers 
were killed. Other Koreans of later genera- 
tions are less grateful. Anti-American dem- 
onstrations by students and others have be- 
come commonplace. 

The Reagan administration was accused 
of snuggling too close to the authoritarian 
regime of Mr Chun Doo Hwan, who retired 
last year. Absurd accusations are given seri- 
ous consideration. One is that the United 
States has deliberately perpetuated the divi- 
sion of the Korean peninsula by discourag- 
ing South Korea from making up with the 
communist North. There is edginess over 
trade, too. In January America signalled that 
it no longer considers South Korea a devel- 
oping country by removing it from the list of 
countries that get preferential trade treat- 
ment. Koreans liked preference. 

This anti-Americanism is bothering Mr 
Roh a lot more than his parliamentary op- 
position, which consists of three inexperi- 
enced and quarrelling parties that have been 
unexpectedly easy to push around. He 
might consider a referendum on whether to 
keep America's garrison of 43,000 soldiers 
in Korea. That might secure his flank 
against the opposition in the streets, which, 
he recalls, is what did in Mr Chun. Armed 
with a yes vote, he and Mr Bush could then 
start discussing the hard questions that face 
American-Korean relations in the 1990s. 

With a huge communist army north of 
the 38th parallel, South Korea still needs 
American troops. But it will not do so for 
ever. Its economy is already probably four 
times the size of the North's; in a decade or 
so, if Mr Roh continues to spend 6% of GNP 
on defence, the North's military superiority 
in numbers will look less menacing. More- 
over, relations between the two countries 
are thawing. There are interruptions in the 
process: the North pulled out of diplomatic 
talks on February 8th. But the South is be- 
coming friendly with the North's friends in 
Eastern Europe. Neither Russia nor China, 
faced with a client even more eccentric than 
Albania, would tolerate another North Ko- 
rean invasion attempt. 

Two false starts were made 
in the past to wind down 
America's presence in Korea. 
Both Mr Richard Nixon and 
Mr Jimmy Carter considered 
pulling out some or all of 
America's men: in Mr Nixon's 
case for wider strategic reasons, 
and in Mr Carter's as a protest 
against the South Korean re- 
gime's record on human rights. 
President Reagan left things as 
they were. 

When America eventually 
decides to cut its military com- 
mitments overseas, the axe is 
most likely to fall in Asia. Ko- 
rea is a prime target, with one 
proviso. The South's need for 
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American backing is likely to dwinc lle, t 
an abrupt departure of America's sc 
could upset the South's toddling 


and undermine the slow edging togerher | 


tween North and South. America's with- 
drawal will have to be slow and graceful, | 


whatever the students say. 





Comedy of errors - 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT JAKARTA 


EN the Vietnamese even 

leave Kampuchea—if they do—four 
Kampuchean factions must share power or - 
fight for it. This week in Jakarta the four fac- - 
tions met and disagreed again. The main re- 
sistance leader, Prince Norodom Sihanou 
boycotted the meeting, on the ground thatit 
would be “a cynical comedy" he sent his 
— son Prince Norodom Ranariddh | 
instea 


The senior prince was largely right. The 
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Kampuchean factions took every opportu- - 
nity to abuse each other. Nobody was ready - 


to compromise. It is quite possible that, if 


Vietnam does leave Kampuchea, there will — 


Tug 


be a shootout between Mr Hun Sen's Viete — 


namese-backed government in Phnom Penh 
and the forces of the three-party coalition 
led by Prince Sihanouk, which includes the 
Khmers Rouges. 


To avoid a fight, Mr Hun Sen and the 


coalition parties must agree on how an elec- - 
in a free 


tion should be conducted 
Kampuchea. That was the sticking point in 
Jakarta. The coalition demanded that Mr 


Hun Sen dissolve his government in favour 
of an interim government in which his peo- — 


ple would share power with the three other 


factions. Mr Hun Sen was not prepared to 
surrender that much power to the coalition. — 


The coalition for its part is worried that if 


Mr Hun Sen retains most of his present — 


power he will fix the election. 


pur 


The coalition's members want an inter- 
national group in the country, armed and in. 


sufficient numbers to make sure that each — 


faction's army behaves itself. That would 


make it a real peacekeeping force. Vietnam | 


and Mr Hun Sen refuse to go so far. 


The next move depends largely on how | 


strong Mr Hun Sen thinks he is. He is not 
going to negotiate away his power if he 
thinks that he can retain it without a 
ment. He thinks he has broad popular sup- 
port, having for the past ten years fed his 


people all-embracing denunciations of his 


predecessors in Mr Pol Pot's Khmer Rouge - 


regime, and given them reminders that 


things are much better now. He enjoys being - 


leader, is excited by the idea of economic re- 
forms, and wants to carry them out. More- 


over, despite the world's snubs, he thinks — 


his government is legitimate. He hates the — 
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Khmers Rouges, and points 
out that he is on their death 
list. 

But could Mr Hun Sen 
beat his critics in war? He cer- 
tainly stands a better chance 
than Afghanistan’s Dr 
Najibullah does against the 
mujaheddin guerrillas. Any- 
way, Mr Hun Sen seems to 
have persuaded the Vietnam- 
ese that if there is no political 
settlement they should delay 
their troop withdrawal until 
the end of 1990. That would 
give him time to strengthen the govern- 
ment's 35,000-strong army, and covertly ab- 
sorb more Vietnamese soldiers into it. 

Mr Hun Sen reckons that Prince Siha- 
nouk and the Khmer Rouge leaders are old, 
and will be dead while he is still fighting. But 
he failed, last year, to split Prince Sihanouk 
from the Chinese-made alliance between 
him and the Khmers Rouges. One reason 
Prince Sihanouk would not go to Jakarta 


The man who knows Pol Pot 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


T IS rare for any outsider to be invited 

to chat for a couple of hours with Mr 
Khieu Samphan, the official leader of the 
Khmers Rouges. A few journalists were 
given that opportunity at this week's 
meeting on Kampuchea in Jakarta. In a 
small room at the Hotel Indonesia they 
were offered fruit and petits fours as Mr 
Khieu Samphan revealed in a courteous 
and smiling way that his boss Mr Pol Pot 
had decided to retire. 

Moments earlier, elsewhere in the ho- 
tel, Kampuchea's prime minister, Mr 
Hun Sen, had announced a list of eight 
Khmer Rouge leaders he would like to 
see “deposed”. Alongside Mr Pol Pot, he 


mentioned his sidekick of old, Mr leng 
Sary; Mr Ta Mok, a regional commander 
with a reputation for being particularly 
vicious; and Mr Khieu Samphan. The 
latter, he said, could face his demise at 
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Hun Sen 


Young Mr 


was his reluctance to be in the 
same city as Mr Hun Sen. 

If the Kampuchean fac- 
tions cannot make a deal in 
time for their next meeting in 
July, what chance is there that 
their foreign backers will im- 
pose one? Russia and China 
have agreed to a link between 
(Russian-backed) Vietnamese 
troop withdrawals and the ces- 
sation of (mainly Chinese) mil- 
itary aid to the Khmers Rouges 
and other resistance groups. 
Without a political settlement 
on power-sharing among the Kampuchean 
factions, that would weaken Mr Hun Sen's 
enemies more than it weakened him. He will 
be watching carefully when the Russian and 
Chinese leaders meet in May. The Vietnam- 
ese would like to be out of Kampuchea by 
September, and may push Mr Hun Sen to- 
wards the power-sharing settlement that 
would let them to leave in relative peace. 








JAKARTA 


the ballot box. 

Mr Khieu Samphan said Mr Ta Mok 
is retiring too, but could not say the same 
for his other colleagues. He was pressed 
on the subject of the "serious mistakes” 
(as the Chinese call them) made by the 
Khmers Rouges when they ran 
Kampuchea, but he seemed reluctant to 
agree that his people had offended any 
Kampucheans, let alone massacred 1m 
or so of them. He hinted that his party 
had changed its political philosophy 
since the old days. 

It was a strange two hours. Most of 
the journalists present rarely pen the 
name of the Khmers Rouges without 
prefixing it with the terms odious, geno- 
cidal or at least infamous. If the organisa- 
tion is to persuade anyone that it has an 
acceptable face, it will have to offer more 
than one small meeting. 














Sri Lanka 


Mathematics for 
beginners 


ERE is an interesting problem in sim- 

ple arithmetic. The Sri Lankan gov- 
ernment’s projected expenditure for the 
1989 financial year, which begins in April, is 
122 billion rupees ($3.7 billion). Estimated 
revenue is about 50 billion rupees. That 
leaves 72 billion rupees to be found from 
new taxation, domestic borrowing and for- 
eign aid. The best guess is that perhaps 32 
billion rupees can be raised in this way. So 
40 billion rupees—a full third of the bud- 
get—is still unaccounted for. 

This arithmetic is the despair of the peo- 
ple trying to draft the budget, which is to be 
presented to parliament in March. Their 
labours would be much easier if they coi 
ditch an expensive election pledge made by 
the new president, Mr  Ranasinge 
Premadasa. He promised more than 1.4m 
poor families a gift of 2,500 rupees a month 
for two years. However much this 42-billion- 
rupee-a-year handout is fudged—for exam- 
ple by keeping some of it back as enforced 
"savings" —it still amounts to a big lump of 
the budget. Mr Premadasa, seems deter- 
mined to honour his promise, even if he has 
to print a lot of worthless money to do it. 

His obstinacy is reckless, but he has his 
reasons. The promise may have been the de- 
ciding factor in the parliamentary election 
of February 15th, which was won by his 
United National party. In the December 
presidental election Mr Premadasa barely 
scraped home against the main opposition 
candidate, Mrs Sirimavo Bandaranaike. He 
fought last week's election with renewed 
determination. His party won 125 of the 225 
seats: not enough to give it the two-thir ' 
majority it had hoped for to make constit 
tional changes, but pretty good. 

Mr Premadasa's administration will, he 
says, have a distinctive moral and religious 
tone. He has created a new cabinet job, for 
Buddhist affairs, which he has kept for him- 
self. His opponents are not prepared to give 
the government absolution. There has been 
widespread dissatisfaction that the previous 
president, Mr Junius Jayewardene, brought 
in the Indian army to tame the Tamil Tiger 
guerrillas who are rebelling in the north-east 
of the island. About 5,000 of the Indians are 
said to have left, but what about the 45,000 
who remain? The opposition also complains 
that under both President Premadasa and 
his predecessor the security forces have got 
away with arresting and murdering civilians 
in their hunt for members of the violently 
anti-Tamil and anti-Indian People's Libera- 
tion Front. 

The opposition in the new parliament 
will be far more vociferous than the fag-end 
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Tickets are limited: 700,000 


is the only lottery that offers extremely 

large prizes compared to the limited 
issue of only 700,000 tickets. The lottery runs 
over a period of 6 months, one class per month - 
6 classes in all. 


T he North-West-German-State-Lottery 






aN Over 241 Million D-Mark 
N in prize money 


- raws are held in public each friday and are 
ipervised by government officials. The re- 
sults are published monthly in an official 
winning-list. 
The number and the amount of prizes is fixed 
before the commencement of the lottery. There- 
fore, all tickets are in the game and each has an 
equal chance or winning. All prizes are paid-out 


GET YOUR SHARE OF 241 MILLION DM 


ou order your ticket on the order 
coupon below. Within days you receive 
your ticket together with an invoice 
and the official drawing schedule with rules 


and regulations. 


PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 
at your own risk). 


After each month you will receive the official 
inning list, together with the ticket for the 
*xt class via air mail. 


When your ticket is drawn, you will imme- 
diately receive a winning notification. 
Your prize-money will be transfered to you 
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Guaranteed Prizes: 280,025 


in German Marks (DM ), one of the most stabil 
currencies in the world. 


Tickets can be ordered from anywhere around 
the globe in a half yearly subscription. We offer 
full ( 1/1) tickets, which when drawn, receive 
the whole prize, half tickets — half prize and 
quarter tickets accordingly. 


The ticket-numbers are registered in your name 
before they are mailed, thus insuring 100% 
security for you in case of loss. The full-service 
fee is as little as DM 24.- for all 6classes. (Other 
lotteries surcharge more than 60% of the actual 
Lottery ticket). 


. Monthly personalized statements 
of account. 


» Instant individual and confidential 
notification of win. 










SUMMARY 
OF PRIZES* 


2 prizes of 1,666,000 US$ 

2 prizes of 1,111,000 US$ 
22 prizes of 555,000 USS 
6 prizes of 277,000 US$ 
24 prizes of 138,000 US$ 
135 prizes of 55,500 US$ | 
























by check withi k of t. Of 6 prizes o£. Au. 
y check within one week of your request. : 

course, if you hit a jackpot you can come in 11 prizes of 41,600 US$ 
person to collect your prize in cash. 4 prizes of 38,800 US$ | 
If you are already our customer, please do not 4 prizes of 33,300 USS 
order, because you receive the ticket automa- R 

tically for the next lottery. 14 prizes of 27,700 US$ 






You can be sure you will receive fast, honest 
and confidential service. Now it is up to you, 
so order and mail the coupon today. We wish 
you lots of luck. 


Plus 279,795 prizes 
up to US$ 22,200 
100% Payouts 
No withholding of winning 


26 weekly draws with 
Jackpots up to 1.66 Million US$ 


Order today win tomorrow! 


Prizes are quoted in US$ for your convinience | 
at the Rate US$ 1,- = DM 1.80 « | 






Your winning 






chance better than 1 in 3 






If coupon is missing, write for information. 
State Accredited Lottery Agent 
Lotterie-Einnahme Hameln 
Miegelweg 24 

D-3250 Hameln, W.~-Germany 





Service 


aS 


Tc 
YES, Pll try my luck and order! 


All classes (1st - 6th class) 82. Lottery beginning 


Mail Lotterie Einnahme Hamein 
coupon Miegelweg 24 
Vue to: D-3250 Hameln W.-Germany 


Mar. 31, 1989 to Sept. 22, 1989 
of the Nordwestdeutsche Klassenlotterie 


Please fill in number of tickets you want to order per month 









DM or US$" or E 







1/4 ticket 204.00 @ 113.35 € 63.75 


*US$ prices and £ prices are subject to rate of exchange. Rate as of Jan. 89 
Elect the one time payment for all 6 classes or pay monthly, 
air mail postage and winning list after each class. No additional charges. 


Make check payable to "L.E. HAMELN" 
On mail-order credit card payment a handling fee of DM 35.- (US$ 19.45) 
will be added. 
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Please print in clear letters. 

























Payment aiso accepted by credit cards. Only one time payment (ali 6 classes) possible. 
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GEES VALID ONLY WHERE LEGAL NENNEN SC LEASE INCLUDE PAYMENT, WHEN YOU ORDER AFTER MAR. 31,1989 SED 
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of politicians who argued against the five- 
sixths majority of the ruling party in the last 
one. The Sri Lanka Freedom party, which 
had eight seats in the previous parliament, 
now has 67. Still, it will take time for it to 
recover its morale after its defeats in both 
these elections. Mrs Bandaranaike is already 
under pressure to step down as leader. She 
will be nearly 79 by the time of the next 
presidential election in 1995. 

The biggest surprise of the general elec- 
tion was that an independent group, con- 
testing the north and east, became the third 
largest party in the new parliament. It won 
13 seats in what was interpreted as an indi- 
rect vote of confidence in the Tigers, the 
only Tamil militant group still fighting for a 
separate state. The party was supported by 
the Eelam Revolutionary Organisation of 
Students, which is closely associated with 
the Tigers. It won eight of the 11 seats in the 
Jaffna peninsula, the Tigers' former strong 
hold. The Tigers, who had been seriously 
weakened by the 16-month offensive of the 
Indian peacekeeping force and by the suc- 
cessful holding of local elections in the east 
of the country last November, will feel duly 
encouraged. 

No end to the violence in this little 
country is in prospect. Unless Mr 
Premadasa's budget is the beneficiarv of a 
miracle, prices look like running riot. The 
president is going to need all the comfort he 
can get from his ministry of Buddhism. 





China 
At it again 


FROM OUR BEIJING CORRESPONDENT 


S CHINA'S increasingly troubled at- 

tempt to rescue itself from communist 
economics about to claim another famous 
victim? Barely two years ago China dumped 
its then party boss, Mr Hu Yaobang, for let- 
ting student demonstrations in favour of re- 
form and democracy get out of hand. The 
latest row is about economic reform. It pits 
Mr Zhao Ziyang, Mr Hu's successor as party 
boss, against China's prime minister, Mr Li 
Peng. There looks like being a showdown of 
sorts early in March, when the Communist 
party's Central Committee gathers to con- 
sider the results of last summer's attempt to 
curb inflation. 

The results have not been brilliant. 
Hundreds of construction projects have 
been cancelled, yet inflation since Novem- 
ber has still been running at an annual rate 
of 3296. Despite a decline of 1196 in indus- 
trial production between December and 
January, industrial growth this year is ex- 
pected to be only two or three points below 
last year's over-heated 17.7%. 

Officially Mr Zhao is not in charge of 
the day-to-day management of the economy; 
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Deng puffs, Zhao huffs 


Mr Li is. But, as Mr Li is anxious to point 
out, Mr Zhao was in charge of China's eco- 
nomic policies in his previous five years as 
prime minister. It is these policies that are 
being blamed, by Mr Li and those who feel 
like him, for today's troubles. Mr Li and his 
chief ally on the Politburo's powerful Stand- 
ing Committee, Mr Yao Yilin, are said to 
have demanded Mr Zhao's resignation at a 
meeting last month with the original archi- 
tect of China's reforms, Mr Deng Xiaoping. 

It is hard to be sure just how much dan- 
ger Mr Zhao is in. Some of the rumours 
about skulduggery behind closed party 
doors are being leaked by Mr Zhao's own 
men. They calculate, correctly, that any 
threat to Mr Zhao would be taken as a sign 
that economic reform was in deep trouble, 
which would upset China's western busi- 
ness partners. 

At the heart of the rivalry between Mr 
Zhao and Mr Li are very different ideas 
about where China should be going. Mr 
Zhao would like to steer China out of the 
current mess by freeing more prices and gen- 
erating more competition between factories 
and between provinces. He would like to re- 
duce sharply the amount of industry directly 
owned by the state. He called recently for 
more political reform, which in China usu- 
ally means finding ways to stop party people 
from interfering in the way factories are run. 
Mr Li thinks China can modernise itself 
only if the centre keeps a firmer hand on 
things. 

So far this year the firm-handers seem to 
be winning. This week the government an- 
nounced that experiments in shareholding 
would be curtailed "to protect state prop- 





erty from encroachment’. Yet Mr Deng has 
said there will be no return to the central- 
planning system which proved such a failure 
in the past. He has refused to dismiss Mr 
Zhao. The question is what will happen 
once Mr Deng, who will soon be 85, is no 
longer there. 

Each side has its allies in the country at 
large, where the diffusion of economic 
power has led to battles over raw materials 
and influence. Those provinces which have 
come out well—such as Shanxi or Guang- 
dong—have good reason to back Mr Zhao. 
But some of the bigger cities, such as Tianjin 
and Shanghai, do better when a strong cen- 
tral government guarantees them supplies 

Mr Chen Yun, a supporter of Mr ] 
presented an eight-point list of complaints 
to Mr Deng in December pointing out that 
the grain situation was perilous, inflation 
rampant, and energy and raw materials were 
in short supply. Ideology was in a state of 
confusion over the growth of private owner- 
ship and a market economy. “Is this what 
the martyrs of the revolution died fighting 
for?" he is said to have thundered. 

If Mr Zhao survives his current chal- 
lenge, the next interesting moment will 
come when Mr Deng gives up his remaining 
official post, as chairman of the influential 
Military Affairs Commission. He may step 
down in October, on the 40th anniversary 
of the Communist party's coming to power. 
Mr Zhao was made Mr Deng's deputy on 
the commission last year. If his career is still 
alive, Mr Zhao ought to get the commis- 
sion's top job. But he will be unlikely to in- 
herit Mr Deng's awesome authority. 
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A polite disagreement, so far 


WASHINGTON, DC 


HE biggest single factor in Mr George 

Bush's election victory last November 
was the American economy. Discounting 
the one-off effect of last summer's drought, 
underlying growth in 1988 was a robust 
344%—far more than most forecasters had 
expected after the October 1987 stockmark- 
et crash. Unemployment hit a 14-year low. 
Consumer-price inflation remained steady 
at just over 496. The external trade deficit 
improved somewhat in the year preceding 

'ction day. 

Having elected Mr Bush, the economy 
may now be presenting him with its bill for 
services rendered. The latest batch of eco- 
nomic indicators included a horrific 196 
jump in producer prices in January; con- 
firmation that industry is using its capacity 
more fully than at any time since 1979; and 
further steady growth in retail sales. Janu- 
arys consumer-price index recorded an- 
other upward blip of 0.696, taking the year- 
on-year rate up to 4.7% (three years ago it 
was below 296). And the December trade 
figures suggested that last year's improve- 
ment might not endure into 1989. The fi- 
nancial markets have had a jittery couple of 
weeks. 

In his quarterly testimony to Congress 
this week, the Federal Reserve chairman, Mr 
Alan Greenspan, said emphatically that the 
greatest threat to America’s economic pros- 
perity is now inflation, not recession. He 
promised to err on the side of restraint 
rather than stimulus. And he declared that 


THE ECONOMIST FEBRUARY 25 1989 


Kn... 


the current rate of inflation is itself 
unacceptable. 

Spotting rifts between the president and 
the Fed chairman is one of Washington's 
favourite spectator sports. Because of their 
different jobs and constituencies, the Fed is 
always likely to give first priority to price sta- 
bility, while the adminis- 
tration wants to sustain 
economic growth. Mr 
Bush and Mr Greenspan 
have duly gratifed the 
spectators: the president 
by saying he sees no need 
for "substantially" higher 
interest rates, the chair- 
man by disputing adminis- 
tration forecasts for 1989 
and stressing his anti-infla- 
tion credentials. 

In fact the argument 
over the immediate future 
is trifling. Mr Bush seems 
happy with further small 
rises in interest rates. Both 
sides agree on the urgent 
need to cut the budget def- 
icit, preferably on the spending not the reve- 
nue side. 

The real divide between central bank 
and government will cake longer to emerge. 
It will stem from what looks like a funda- 
mental rift in thinking about the prospects 
for the American economy. In particular 
there are differences over the effect of capac- 





Interest rates .....- 





ity constraints and the outlook for 
productivity. 

Mr Greenspan believes that America is 
"in the vicinity" of the point at which in- 
creased demand forces prices up because the 
economy is producing at close to its current 
capacity. There is some anecdotal evidence 
to support his worry. In New England, for 
instance, low unemployment is driving up 
wages. Once an economy is close to capacity 
limits, it cannot grow faster than productiv- 
ity rises. The attempt to do so produces in- 
flation, not real growth. And, at least by im- 
plication, the Fed thinks it would be unwise 
to count on a jump in America's dismal pro- 
ductivity growth. 

The administration is 
more optimistic. Officials 
are not impressed by any 
analysis that seems to ac- 
cept the old-fashioned 
“Phillips curve" trade-off 
between unemployment 
and wage inflation. They 
point out that capacity 
utilisation around the 
world is much higher than 
it was a decade ago, yet in- 
flation is generally lower. 
They stress that foreign 
competition now exerts 
more pressure on Ameri- 
can companies to hold 
down prices and costs. 
And they point to an in- 
creasingly fragmented and insecure labour 
force as a further reason not to expect 
strong wage pressures. 

Nor does the administration subscribe 
to the doomsters' view of productivity. It ar- 
gues that gross investment in real terms is 
strong. Women and immigrants are moving 
from low- to high-productivity jobs. Recent 


33 








sh "ue == 
1 "C 
- PE : n ~ 


iC ose change 
DOLLAR bill buys hardly more than 
| a quarter did two decades ago. Yet 
S while other nations have adapted their 
| currencies to the reality of inflation (see 
| table), Americans cling to their devalued 
. money, pulling out wads of notes for vir- 
tually all purchases larger than a newspa- 
per. erica’s dearest commonly 
coin, the quarter, is worth one-seventh of 
Britain’s, the pound; the dollar bill is 
worth barely one-ninth of a “fiver”, now 
_ Britain's smallest-denomination note. 
Two congressmen from Arizona, Mr 
Morris Udall and Mr Jim Kolbe, have re- 
introduced legislation calling for yet an- 
other attempt to introduce a dollar coin 
and to phase out the production of one- 
dollar bills. A similar proposal in 1987 got 
nowhere. Despite periodic attempts since 
the first silver dollar was introduced in 
1794, the dollar coin has never captured 
the public's imagination. The Treasury's 
most recent effort was the Susan B. An- 
. thony dollar (featuring that famous suf- 
— fragette), which was introduced in 1979 
. and almost immediately dropped out of 
. circulation. People complained that its 
. size and shape made it too easy to confuse 
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with a quarter. At last count there were 
456m Anthony dollars stored in mints 
and Federal Reserve banks across the 
country. 

In Britain, by contrast, the govern- 
ment's introduction in 1983 of the pound 
coin to replace the pound note succeeded 
despite similar grumbling about the new 
coin's similarity to a 5p piece. 

The Arizonans have an ulterior mo- 
tive. They want the next dollar coin to be 
made of American-mined copper, three- 
fifths of which comes from Arizona. Dol- 
lar-coin advocates claim the Treasury 
would save $125m a year because coins, 
although more expensive to produce, last 
for decades whereas paper money wears 
out after a couple of years. Businesses that 
use coin machines to sell items such as 
food and tickets are also enthusiastic. As 
ever-fewer things cost less than a dollar, 
they are driven to installing bill changers 
at $2,400 each. 

Even the blind would benefit. "The vi- 
sually handicapped would be able to make 
small purchases without fear of acciden- 
tally parting with a large bill or of being 
cheated when receiving change,” says Mr 
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James Benfield, an energetic Washington 
lobbyist who has made the dollar coin his 
personal crusade. The blind, and the 
merely careless, are inconvenienced by: 
the fact that American notes of different 
values are all the same size and colour—a 
defect no one is proposing to remedy. 

Defenders of America’s existing coins 
point out that at least their bulk is as mod- 
est as their value, so does not tear holes in 
pockets. Some of Britain's least valuable 
coins are as unwieldy as its electric plugs. 
In fact, the correlation between weight 
and worth is poor in both countries, as 
the illustration shows. 
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productivity growth of less than 1% a year is 
an aberration from a higher trend growth- 
rate of at least 2%. In short, administration 
economists believe that the Reagan eco- 
expansion can continue without a se- 
rious risk of inflation. And the last thing 
they envisage is the need for a restrictive 
1 monetary policy. 

| ism is an admirable quality, but 
times a dangerous one. Mr Greenspan 
is right to stress the evidence that inflation- 
ary pressure is already rising. No one expects 
early action to cut the budget deficit. It 
would be splendid if capacity utilisation and 
lo productivity ceased to be constraints on 
| economic déco But firms are already re- 
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sponding to the labour shortage by holding 
on to people they might otherwise lay off: 
not a promising portent for productivity. 

There are two other reasons not to bank 
on favourable economic developments. One 
is the fragility of market confidence. With 
little sign of a big fall in the trade deficit, 
America will continue to need foreign capi- 
tal. But foreign investors might easily be 
scared by a revival in American inflation— 
especially an inflationary surge to which the 
administration seems indifferent. If that fear 
pushes the dollar down, this would itself add 
to inflation. 

The second argument is more subtle. 
Because of America's fiscal and external im- 
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Size and weight 
| Size - square centimetre* 4.62 2.52 3.53 
: Value per square centimetre (Cents) 5.41 3.97 1.42 
|| Weight - grammes* 5.67 2.27 5.00 
| Value per gramme (Cents) 441 441 1.00 


balances, and because the present boom has 
lasted so long, there is a danger of recession 
whatever policies are followed in Washing- 
ton. Coping with such a recession would be 
far easier if inflation (and the federal budget 
deficit) started out firmly under control. To 
put it another way, the optimists might be 
right; but if they prove not to be, the result 
of following their counsel will be especially 
unpleasant. 

Greenspan's term as Fed chairman 
expires in 1991. Mr Bush will decide next 
year whether to reappoint him. Market con- 
fidence and the dollar's prospects could 
turn on that decision. 
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ENJOY THE BEST OF 


Living abroad may mean sunshine, good 
living, high salaries and.lower taxes - but it 
also means no BBC Television. But now, the 
BBC puts this right with a new service, 
BBC Video World. 

Every two weeks, an exclusive compil- 
ation will capture the unique character and 
quality of British television on a three-hour 
video tape - in your local format. It will only 
be available on subscription direct from us. 

Anyone, anywhere, can be watching the 
best of our television just days after it's seen 
in the UK. 

(Devised to satisfy Britons abroad pining 
for quality viewing, BBC Video World will also 
prove a winner with busy people in Britain 
who don't want to fiddle with video timers.) 

So what's going to appear on BBC Video 
World? In short, a superb selection of current 
television. 

It's a safe bet that subscribers will not go 
short of impartial and intelligent news and 
analysis, the cream of plays and drama 
series, side-splitting humour and sport - with 
club rugby, cup soccer and county cricket. 
And because it's the BBC, natural history 
will always be in the frame. 

Each edition comes in its own rigid library 
case and builds into a chronicle of the year's 
events and a collection of unmatched tele- 
vision entertainment that you can watch 
again and again. (We hasten to point out 
that there will never be repeats on BBC 
Video World!) 

Subscribers will also receive a genuinely 
exclusive magazine to provide stories behind 
the programmes and act as a ‘Points of View’. 

À year's subscription includes 26 videos, 
six full-colour magazines plus insurance and 
express delivery to your door - no matter 
where it is on earth. 


BRITISH TELEVISION 


NO MATTER WHERE YOU LIVE 


The content shown will not necessarily appear on the videos or in the magazines. Service available from April, 1980. 


rOy SUBSCRIBE TODAY | TO: BBC Video World, Subscription Services, PO Box 177, Basingstoke, Hampshire RG24 OFG, UK. 
PLEASE TICK 
RING THEFREE [ ] Please send me more details of BBC Video World. 
ORDERLINE [ ]Please open a. [ 124 months [ ]12 months [ 16 months subscription to BBC Video World. 
oun 4a 41 41 Te. Initials _ Name Oo mT 2 d 
(BLOCK CAPITALS PLEASE) 
IN AUSTRALIA Address _ om 
0014 800 125 777 Li ® 
IN USA Twn. — Postcode - 
1 800 247 8979 State/Prov —— — Country 
N PAYMENT 
IN H ORA ONG [ |! enclose a Sterling Cheque/International Money Order for 
[15585 (24 months) [ 15295 (12 months) [ 1&180 (6 months) made payable to BBC Video World. 
A 3 s à ad 00 [ ] Please debit my [ ] Visa [ ] Amex [ ] Access [] Diners 
Please have the following information ready Ac/No, Expiry Date LT HII 
when you call Credit Card details and sub - 
scribet's full name and address Signed _——_— 200 Date e 
Quote ref. TED! (If subscription is a gift please enclose subscriber's name and full address on a sheet of paper.) TED! 
Each tape will carry a maximum of 7'^ minutes advertising of interest to Britons abroad which will not interrupt the programmes. Service not available to South Africa 
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To subscribe, for yourself or as a truly orig- 
inal gift, return the coupon or, better still, 
ring the free Orderline. Do it now to ensure 
you don't miss the valuable first edition. 
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BBC VIDEO 
WORLD 


39/40 SKYLINES, LIMEHARBOUR, LONDON E14 9TS, UNITED KINGDOM 
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E SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ DLANCPAIN WATCH. AND THERE NEVER WILL BE. 
b 1735 
| BLANCPAIN 


Each watch is assembled, polished and 
finished by hand by the individual watch- 
maker. 


Only about a dozen watches, each indi- 





Selfwinding with second hand 
and date 


There is still no Blancpain "collection" as vidually signed and numbered, daily 
such. The same case houses each of the leave the workshops of Blancpain - the 
six “masterpieces” of the art of watch- oldest watch name not only in Switzer- 
making developed by Blancpain. land, but also in the world. 


Available in London: 
Carngtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, The Watch Gallery, Tyme and. 


BARCELONA Soler Cabot BOSTON Dorimann — BRUXELLES Frohmann Freres DÜSSELDORF Biome, Wempe FRANKFURT Friedrich Wempe GENEVA Benolt de Gorski, Chumento, Facet, Golay Fils & Stahl, Zbinden 
GENEVA-AIRPORT Comptoir de l'horlogene GRAND CAYMAN Dennis Smith HAMBURG Becker, Wempe LONDON Carr ngtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, 
The Watch Gallery LOS ANGELES Princess Ermine MADRID Suarez MÜNCHEN Hemmerle, Huber, Wempe NEW YORK Cellini. Tourneau Wempe PARIS Arfan, Buccellan, De Pailerte, Wempe, Col ROMA Ansuini 
Capuano, Hausmann ST. MAARTEN La Romana ST THOMAS Riviera. TORONTO European Jewellery WIEN Canus & Binder, Hübner ZURICH Barth, Filitz, Got, Meister ZURICH-AIRPORT Turier BERMUDES 
Cnssna MONTE-CARLO Buccellati. Van Hubrecht information from. Blancpam SA - CH-1348 Le Brassus - Switzerland - Ta 459 420 Tel. 01041-21845 40 97 
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Mayor’s races 


Black boss. 
white boss 


E THE land of constant campaigning, 
there is no such thing as a non-election 
year. So 1989 is the year of the 
American big-city mayor. The is- 
sue that links several important 
urban contests is, as usual, race. 

Demographics, traditional 
voting habits and just plain rac- 
ism still combine to shut black 
politicians out of many offices in 
America. There are no black gov- 
ernors, no black senators and 
only a few blacks in the House of 
Representatives (although sev- 
eral black congressmen have 

ined enough seniority to be 
quite powerful). But black may- 
ors of big cities have become an 
established feature of American 
politics. 

If polls in Chicago are cor- 
rect, the Democratic primary on 
February 28th will bring a sur- 
prising reversal of this trend. The 
current (acting) mayor, Mr Eu- 
gene Sawyer, who is black, trails Mr Richard 
Daley, the white, namesake son of the 
mayor who ran Chicago’s Democratic-party 
machine for more than two decades. Al- 
though both candidates have commendably 
refrained from exploiting the racial divi- 
sions of the city, it is a highly racial contest. 
Blacks think that whites are uniting behind 
Mr Daley out of racism; whites believe 
blacks think they have been given some pre- 
ordained right to control the city. 

Mr Sawyer was appointed mayor by the 
“ity Council in 1987 after the death of Chi- 

go's first black mayor, Harold Washing- 
ton. Many blacks at the time ac- 
cused him of being an "Uncle 
Tom" supported by white politi- 
cal and business interests. But Mr 
Sawyer enraged many of the 
city's Jewish voters (whose sup- 
port he needs to counter less lib- 
eral white ethnic voters) by his 
slowness in dismissing an aide 
following some anti-Semitic 
rantings. (The aide, Mr Steve 
Cokely, accused Jewish doctors 
of injecting black babies with 
AIDS, for example.) 

For a time black voters were 
divided between Mr Sawyer and 
another black candidate, Alder- 
man Timothy Evans. But the Rev 
Jesse Jackson, who calls Chicago 
home, persuaded Mr Evans to 
drop out of the primary. Mr Ev- 
ans now plans to run as a third- 
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party candidate (representing the Harold 
Washington party) in the special election 
that follows the primary, particularly if Mr 
Daley wins. 

If blacks lose a city hall in Chicago, they 
may gain one in New York. The Demo- 
cratic primary to be held in autumn could be 
the undoing of Mr Ed Koch, America’s 
most-loved and most-hated politician. His 
leading challenger is black; no 
black or hispanic has ever won 
citywide office in New York. 

In the past few years the 
city’s government has suffered a 
series of scandals. These have not 
involved Mr Koch directly, but 
have reflected badly on his ad- 
ministration. The scandals have 
offended many of the reform- 
minded white liberal voters who 
were Mr Koch's original constit- 
uency. Blacks, meanwhile, were 
offended by Mr Koch's attacks 
on Mr Jackson during the presi- 
dential campaign. lrish-Ameri- 
cans were offended when Mr 
Koch—in a moment of honesty 
for which he almost immediately 
apologised—suggested that Brit- 
ain was not, in fact, a foreign, 
occupying power in Ulster. 

Mr Koch's opponent in the 
primary, Mr David Dinkins, is president of 
the borough of Manhattan. In 
contrast to Mr Koch, he is cau- 
tious and soft-spoken. He has 
longstanding ties to Jewish, his- 
panic and labour leaders. In 
short, he is the kind of black can- 
didate who does not scare off 
white voters. But he faces three 
obstacles. One is Mr Koch, who 
is a talented politician and far 
from politically dead. The second 
is the difficulty for any black of 
attracting white ethnic voters from the 
outer boroughs, like Queens and 
Brooklyn. 

The third obstacle is Mr Ru- 
dolph Giuliani, the likely Repub- 
lican candidate. Usually the 
Democratic nomination is all 
that counts to become mayor. 
But Mr Giuliani's nearly six years 
as a federal prosecutor, com- 
bined with skilled self-promo- 
tion, have brought him a glowing 
reputation as a crime-buster. 
That is a powerful sell to voters of 
all races and political persuasions 
in a scandaltainted, drug-in- 
fested, crime-ridden city. 

Drugs and crime may also 
combine with economic distress 
to topple another urban icon. In 
Detroit opinion polls suggest 
that more than half the voters 
would like Mayor Coleman 





Forever Young 


Young to retire after 15 years. Mr Young, 
who is black, shows no signs of obliging. 
Several local leaders, all black, are gearing 
up to oppose him. 

Part of Mr Young's troubles is Detroit's 
economic misery, unrelieved by six years of 
national prosperity. But he has also suffered 
political setbacks. He supported an unsuc- 
cessful referendum last year to legalise gam- 
bling in the city. He also backed Governor 
Michael Dukakis for president over Mr Jack- 
son, the choice of most of Mr Young’s 
constituents. 

Mr Young, aged 70 and unmarried, is 
also embroiled in a paternity suit filed by 
Miss Annivory Calvert, a city official who 
now heads the public works department of 
Fontana, California. Miss Calvert claims 
that Mr Young fathered her six-year-old son 
and arranged for his baptism. Mr Young has 
refused to comment. 

In St Louis the next mayor is almost 
certain to be the current one, Mr Vincent 
Schoemehl, who is white. Mr Schoemehl 
will face a black challenger, Mr Michael 
Roberts, in the Democratic primary on 
March 7th, but he is expected to win. What 
was expected to be a united black opposi- 
tion was fractured in December when Mr 
Schoemehl persuaded the city comptroller, 
a white, to swap jobs with the city assessor, 
Mr Virvus Jones, who is black. The comp- 
troller fills a more important job, second 
only to that of the mayor. The 
race between Mr Schoemehl and 
Mr Roberts is nonetheless nasty. 
Allegations of cocaine addiction 
were levelled at Mr Schoemehl (a 
drug test was negative) and Mr 
Roberts has been accused of busi- 
ness irregularities (which he 
denies). 

In two other cities, black 
mayors will be elected with al- 
most no racial tension. In At- 
lanta the winner is most likely to be Mr 
Maynard Jackson, who first won the office 
in 1973. The current mayor, Mr Andrew 
Young, is barred by law from serving a third 
consecutive term. Mr Jackson’s main oppo- 
nent, Mr Michael Lomax, the Fulton 
County commissioner, is also black. Polls 
show Mr Lomax has more white support 
than Mr Jackson, but Atlanta is 61% black, 
Mr Jackson has a 2-1 lead. 

In Los Angeles, a city whose popula- 
tion is only 1796 black, Mayor Tom Bradley 
will undoubtedly be re-elected for a fifth 
term. He has no significant opposition. Mr 
Bradley, though generally liked, is thought 
of as a bit slow and undynamic. But his most 
potent challenger, Mr Zev Yaroslavsky, a 
city councilman, has dropped out, citing Mr 
Bradley's popularity. The flavour of this 
race is gleaned from Mr Bradley's latest ini- 
tiative: he has announced a plan to plant 5m 
trees throughout his city. 
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America and Japan 


Bad sports 


HERE was no fuss in America about 

George Bush's decision to attend the fu- 
neral of Emperor Hirohito. To Americans, 
the second world war is ancient history. 
And anyway, the right side won. But antago- 
nism towards Japan is bubbling in a stew of 
current resentments that can be summar- 
ised in two words: “sore loser”. 

In a new Washington Post-ABC News 
poll on the subject, Americans’ specific 
opinions were muddled but their general at- 
titude was clear. Of those questioned, 54% 
said Japan is now the world's strongest eco- 
nomic power (only 2996 named the United 
States). Almost half said Japan is more of a 
threat to America than is the Soviet Union. 
Two-thirds agreed that Japan's success is 
due to unfair trade barriers and a cheaper 
labour force; but more than two-thirds also 
agreed that Japanese companies are better 
managed, Japanese workers work harder, 
and Japanese technology is superior. Two- 
thirds favoured restrictions on Japanese im- 
ports, but almost as many said that Ameri- 
cans should not be forced to buy domestic 
products if foreign ones are superior. Al- 
most half said Japanese should not be al- 
lowed to buy American property, and eight 
out of ten favoured limits on Japanese in- 


Rhodes rivals 


WASHINGTON, DC 


HE Prince of Wales visited Washing- 

ton last week to launch a new associ- 
ation, the association of Marshall schol- 
ars. Marshall scholars are Americans 
who studied at British universities at 
British taxpayers’ expense. The pro- 
gramme was enacted by Parliament in 
1953 as a mark of gratitude for the Mar- 
shall plan. Its alumni include Mr Bruce 
Babbitt, who ran for president in 1988. 
He studied geology at Newcastle upon 
Tyne and occasionally broke into 
Geordie while campaigning in lowa. 

To judge by the speeches at the asso- 
ciation's first meeting, Marshall scholars 
are united mainly by a common inferior- 
ity complex. They spend their lives ex- 
plaining why they don't mind not being 
Rhodes scholars. 

The difference, you see, is simple. 
Rhodes scholars are supposed to be 
rounded personalities: clever, athletic 
and sociable. Marshall scholars are more 
effete: they merely have to be clever. And 
they believe, possibly with justification, 
that this single-minded emphasis means 
that they are on balance cleverer than 


vestments in American companies. 

The widespread assertion that Japanese 
economic success must be due to cheating 
thus appears to mask an equally widespread 
suspicion that America is getting whupped, 
fair-and-square. It is the latter that gives 
anti-Japanese sentiment its special bitter- 
ness, and immunity to rational argument. 
The current focus of anti-Japanese hysteria 
is the concern that Japan is "buying up 
America". The fact that foreign investment 
is a mathematical consequence of the trade 
deficit; the fact that the trade deficit is virtu- 
ally a mathematical consequence of the fed- 
eral budget deficit; the fact that the British 
spent more than twice as much as the Japa- 
nese buying up American companies last 
year ($32 billion against $12 billion); the 
fact that America's own direct investment 
abroad (ownership of whole companies as 
opposed to paper assets) remains greater 
than foreign direct investment in Amer- 
ica—all these facts count for little. 

Despite two failed attempts to make so- 
called "economic nationalism" a winning is- 
sue in last year's presidential campaign— 
first by Representative Richard Gephardt 
and then, briefly and desperately, by Gover- 
nor Michael Dukakis—anti-Japanese senti- 
ment still has political power. Twice in re- 
cent months, the House of Representatives 
has passed the “Bryant Amendment," 
which would impose burdensome reporting 
requirements on foreign investors. White 


their Rhodes counterparts. Or, in the 
jargon one of them picked up in Britain, 
"we are not rugger buggers.” One Mar- 
shall scholar, reminiscing at the Prince's 
reception, summarised the difference 
this way. The Marshall selectors asked 
him about the double helix and the role 
of the narrative voice in “Middle- 
march”. The Rhodes selectors asked: “If 
you were a vegetable, what sort of vege- 
table would you be?” 








Still the correct prescription 


House opposition killed the bill both tim 

A third vote was scheduled as the first act ot 
the 101st Congress, but cancelled so as not 
to embarrass Mr Bush while he is in Japan 
for the funeral. 

Meanwhile Mr Bush's secretary of com- 
merce, Mr Robert Mosbacher, has urged 
what he calls a “holistic” approach to trade 
with Japan— meaning that America should 
forget the issue of trade barriers and simply 
demand a certain market share in key indus- 
tries. A group of business executives, in a 
report authorised by last year's trade bill 
and issued last week, makes essentially the 
same recommendation (see page 69). 

An undercurrent of racial bias in both 
nations complicates relations. The Japanese 
have sometimes failed to be discreet about 
their obvious belief in their own racial su- 
periority to decadent Americans, especially 
American blacks. In return, Americans in- 
creasingly regard the Japanese as inhuman 
automatons against whom it is unreasonat ` 
to expect flesh-and-blood to compete. T 
saddest expression of this second prejudice 
is white and black Americans' growing re- 
sentment of the astonishing success of their 
own Asian-American fellow citizens (most 
of whom are not of Japanese descent). 

Mrs Sheila Johnson, a scholar of Ameri- 
can-Japanese relations, observes that as re- 
cently as the 1960s American "images of the 
Japanese depicted them as peaceful flower- 
arrangers and kimono designers." Mrs 
Johnson has a pet theory, expressed in her 
recent book, “The Japanese Through Amer- 
ican Eyes": "The favourable Asian stereo- 
type includes such attributes as patience, 
cleanliness, courtesy and capacity for hard 
work; the unfavorable one emphasises clan- 
nishness, silent contempt, sneakiness and 
cruelty . . . [T]hese two stereotypes alternate 
between the Japanese and the Chinese." At 
present, America is going through an ex- 
tended Sinophile-Japanophobe phase. 


e —————— HM S 
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Education 
Doing 
without money 


WASHINGTON, DC 


E WANTS to be known as the educa- 

tion president, so Mr George Bush's 
first official engagement was a speech to a 
group of teachers. His budget address was 
peppered with fine-sounding education ini- 
tiatives. By contrast, his predecessor's ad- 
ministration began with promises to scrap 
the Education Department. It attacked 
teachers as the problem, not the solution, 

America's schools have come to an aw- 
ful pass. Surveys consistently place their stu- 
dents at or near the bottom of rich coun- 
tries' league tables in geography, history, 
~athematics and science. In one survey a 

ird of American students could not locate 
France on a world map; in another three- 
quarters could not say within 20 years when 
Lincoln was president. A quarter of all stu- 
dents drop out of high school; daily truancy 
rates hover around 696; 23m adult Ameri- 
cans are illiterate. Scores in national apti- 
tude tests have recovered from their 1980 
low, but remain well below 1960s levels. 

The Bush budget devoted over a tenth 
of its pages to new education proposals: re- 
wards for “merit” schools that improve per- 
formance; more money for “magnet” 
schools that attract students with special 
curricula; more money for black colleges; 
awards for good teachers and science schol- 
ars; support for new methods of teacher 
certification and other experiments. But the 
$440m suggested for this worthy stuff in 
1990 is a tiny percentage of the total federal 
budget. Overall, Mr Bush's 1990 budget 
proposes some $200m less for education 

ian did Mr Reagan's (not $3 billion as The 
—conomist mistakenly reported last week). 

Cash on its own cannot improve Ameri- 
ca's schools. The Education Department 
proudly points out that $330 billion of pub- 
lic money now goes into education each 
year—40% more in real terms than in 1980, 
and more than the nation spends on de- 
fence. But, unlike defence, education is al- 
most entirely a state and local responsibility. 
Federal dollars make up just 696 of total 
spending (down from 996 in 1980). The 
curriculum, teachers’ pay and most other 
school policies are fixed locally. 

Even so, the federal government has in- 
fluence. Federal cash can be used to inspire 
local experiments and to help spread the 
gospel about what has worked elsewhere. 
Take three currently popular ideas: a 
tougher curriculum, greater parental choice 
and incentive pay for teachers. Most educa- 
tion experts agree on their desirability 
(though teachers’ unions worry about the 
unbrotherly aspect of merit pay). There are 
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Thanks for nothing, Uncle George 


successful examples of each: California for 
curriculum reform; Minnesota for allowing 
parents to choose schools irrespective of dis- 
trict boundaries; and Fairfax County, Vir- 
ginia, for incentive pay. Targeted federal 
money and a dose of hard propagandising 
could help to spread lessons from these pio- 
neers more quickly. 

The government could also focus more 
effort on blacks and hispanics, who will ac- 
count for over a third of school pupils by 
2000—and among whom are a dispropor- 
tionate number of disadvantaged children. 
The education secretary, Mr Lauro Cavazos, 
is the first hispanic to sit in a presidential 





Indians 
In the red 


WASHINGTON, DC 


4 AYBE we made a mistake in trying 

to maintain Indian cultures. 
Maybe we should not have humoured them 
in wanting to stay in that kind of primitive 
lifestyle. Maybe we should have said ‘No, 
come join us. Be citizens along with the rest 
of us’.’” When former President Ronald Rea- 
gan used those words in Moscow in May last 
year, he was being characteristically careless. 
After centuries of genocide and theft, the 
American government could hardly be said 
to have “humoured” American Indians. 
But like all good gaffes, his remarks had 
some truth in them. It is partly the paternal- 
ism of the relations between the federal gov- 
ernment and the Indian tribes that has kept 
Indians mired in poverty. 

A special Senate committee has been in- 
vestigating Indians during the past month. 
This marks the first attempt since the early 
1970s to change official policy towards the 
tribes. Its original mandate was to root out 
fraud by the oil companies that do business 
with Indians and bureaucratic inefficiency 
in the Bureau of Indian Affairs (BiA). But the 
committee, like Crazy Horse at Little Big 
Horn, soon found a more tempting target: 
corruption and crime within the reserva- 
tions themselves. 

Following a series of articles in the Ari- 
zona Republic in 1987, a federal grand jury 





cabinet. His budget already concentrates its 
cash on the disadvantaged. But more could 
be done for "Head Start", a social pro- ~ 
gramme not under his department's control — — 
that subsidises pre-school education for the —.— 
poor. Head Start is almost universally con- 
sidered to be the greatest success of Lyndon 
Johnson's war on poverty. Education ex- 
perts reckon that pre-school training is cru- 
cial to later educational success. Yet even af — 
ter Mr Bush's extra $400m for Head Start in 
1990, fewer than a quarter of eligible chil- 
dren will be covered. 

The new attention to education is oil ; 
come, provided federal and state govern- — 
ments do not interfere too much with local 
schools. The most significant finding of the 
past decade's mass of research into Ameri- 
can schools is reported by Mr John Chubb 
of the Brookings Institution. He found that 
the biggest contributor to good perfor- 
mance was not cash, class size or curriculum 
but independence for school principals and 
teachers. This jars with those anxious to im- 
pose tough standards from above. It means 
that they would do better to delegate almost 
all authority and decision-making to ~ 
schools—and let parents and pupils choose 
freely from among the results. 
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began investigating the country’s most pow- 
erful Indian chief, Mr Peter MacDonald, 
who has been head of the Navajo nation of 
and on since 1970. Mr MacDonald is a flam- 
boyant man who drives a BMW and flies 
around the country to talk about free enter- 
prise and economic independence for the 
Navajo. He has been driven from office by 
the tribal council, but a tribal judge has 
ruled that he was wrongly dismissed, leaving 
the whole tribe in confusion. 

The Senate committee pre-empted the 
grand jury by investigating the Republic's 
allegations. It had little difficulty finding a 
stench of corruption, crime and sexual 
abuse in the Navajo nation. Mr MacDonald, - 
according: to witnesses (including his son ` 
and his business partners), made $500,000 
in five minutes by arranging for two fri 
to sell a ranch to the Navajo for $33.4m five 
minutes after buying it for $26.2m. Accord- 
ing to other witnesses, he was also the recipi- - 
ent of frequent ‘ 'gifts" from businessmen — 
keen to do business in the Navajo nation. 

The Navajo, like other tribes, makes a 
lot of money from legal and lightly super- 
vised gambling. One estimate puts the profit 
from gaming on reservations in California i 
alone at over $100m. The Senate found, to 
no one's surprise, that Navajo bingo was be- 
ing run by the mafia. Other crimes that the 
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school children by Indian teachers who 
- went unpunished by the tribes or the BiA, 
- and the frequent use of Indians as "fronts" 
- by firms seeking contracts reserved for In- 
- dian-owned businesses. 
—— The Senate's revelations will probably 
- have exactly the wrong effect. The sia will 
be reprimanded for not interfering more in 
- tribal affairs, when it should be told to get 
5 of the picture. One view holds that what 
“ncourages corruption and poverty in In- 
3$ dian reservations is an incentive system that 
rewards failure, not success. The more 
| em a tribe says it needs—ie, the more 
A it can demonstrate—the more it 
- gets from the federal government. The BIA is 
- merely a parasite on the system, spending 
- one-third of its $1 billion budget on itself. 
— . Only about a third of Indians live on 
- what Mr Reagan once called “preserva- 
— tions" (see chart). Those who do are often 
. unemployed (40% on the Navajo reserva- 
_ tion). The average family income of Indians 
is about 70% of the national average, and 
— nearly a third of all Indians live in poverty. 
| 1696 of their houses lack electric 
. Alcoholism is rampant. The biggest 
- cause of death is the single-car accident. In 
À aL ‘he federal government gives about $3 
- billion a year to the tribes. 

—— Mr Ross Swimmer, a former head of the 
"Oklahoma Cherokee, ran the BIA for three 
- years under President Reagan after calling 
E for i its abolition. He lays much of the blame 
- on the traditional ills of socialism: depen- 
- dency and a topsy-turvy incentive system. 
- He reformed welfare payments to the Cher- 
À okee: instead of rewarding social workers ac- 

ps g to their case loads, he rewarded 
4 according to their successes in finding 
idet sources of income support—and real 
- income—for their charges. That reduced 
claimants by more than a third. And he 
wanted to tie money for alcohol pro- 
Eus) not to the level of reported alco- 

but to the amount of sobriety 
- achieved with previous grants. 
x| 5 The BIA is too nosy, not too negligent. 
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- committee found included sexual abuse of 





At present, if the Navajo wins a big settle- 
ment from the BlA in a mismanagement suit, 
as happened a few years ago, the tribal coun- 
cil cannot spend that money without the 
BIA's specific approval. The tribes, say the 
chiefs, should be treated as nations and al- 
lowed to spend their money as they want. 
But Mr Swimmer sees the other side of the 
coin: they must be held accountable and 
punished for spending the money unwisely. 
At present the BIA gets the blame. 

Mr Swimmer has his critics. Ms Suzan 
Shown Harjo, of the National Congress of 
American Indians, says it is the poverty of 
Indians that makes the tribes so dependent 
on the government, not vice versa. If the 
government would merely honour its trea- 
ties, she says, the Indian tribes would be 
wealthy. When they were moved west to the 
desert, the tribes were promised water to 
make the deserts bloom. Instead, the gov- 
ernment paid for irrigation for whites while 
most of the reservations are still dry. 

Starting in 1974, federal courts began to 
enforce old Indian treaties giving the res- 
ervations special dispensation from local 
laws. This is what led to the spread of gam- 
bling. Only in 1988 did Congress get 
around to setting up an Indian Gaming 
Board to supervise the industry. 

The reservations would like to be 
weaned from the federal bosom. It was a 
constant theme of Mr MacDonald's, as he 

ed about a Navajo Silicon Valley, and a 
constant theme of Mr Swimmer's tenure at 
the BIA. Some tribes have been more suc- 
cessful than others. The Oklahoma Chero- 
kee under Mr Swimmer raised the propor- 
tion of its funds that came from commercial 
ventures from 1096 in 1975 to 4296 in 1986. 
The Passamaquoddy in Maine received 
$87m as compensation for broken promises 
over land in the eighteenth century; it in- 
vested the money in a cement plant (since 
sold for a profit of $80m) and a blueberry 
farm, both off the reservation. But more 


than a third of the Indians' wages are still 
paid by the federal government. 
Federal policy has oscillated between en- 
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can society and encouraging them to stay 





isolated. Between 1887 and 1934 
the government gave them land 
as individuals, under a pro- 
gramme similar to the homestead acts for 
white settlers. The result was a steady loss of 
Indian lands as Indians sold out to whites 
until only about one-third (50m acres) re- 
mained in Indian hands. In 1934 the gov- 
ernment reversed its policy and began to 
subsidise the reservations. In 1953 it re- 
versed itself again and set about "terminat- 
ing" the relationship between the govern- 
ment and the reservations. In 1975 
Congress passed the Indian Self-Determina- 
tion Act, which encouraged the tribes to 
govern themselves. 

Mr Swimmer would like to see reserva- 
tions treated as state or local governments 
are: with their own budgets, jurisdiction 
over non-Indians who live there and erg 
penalties for corruption and ae 
ment. But real autonomy is impossible. 
only will most tribes continue to io depend on 
federal money—they do not even own their 
land. The 1934 reform suspended private 
ownership and made the government the 
trustee of the reservation land to prevent its 
disposal and to recreate the "communal" ar- 
rangement that supposedly existed before 
the white man came. That has caused end- 
less legal problems. Among others, it is hard 
to get a mortgage on a plot you do not own. 
The BiA's approval is necessary before trees 
can be felled or grazing let. Yet few tribes are 
attracted by privatisation, fearing the land 
would quickly be sold to whites. 

The present system benefits politically 
powerful Indians. The big tribes, like the 
Navajo, can afford to hire lobbyists in Wash- 
ington and can afford the bureaucracy to 
milk the BiA for money. The small tribes can- 
not. Within tribes, political power rests with 
those who control the flow of money fro 
the government. Nepotism is not, in 
culture, a crime so much as an obligation, 
says Representative Ben Nighthorse Camp- 
bell, the only Indian in Congress. Tribal 
chiefs are mostly chosen by their councils, 
which are democratically elected, but they 
have wide and arbitrary powers that are not 
restricted by a separate judiciary or legisla- 
tive branch. 

What one Indian-affairs official calls 
"the blue-eyed world" has an ambivalent 
view of the red man. It admires the Indian 
for having been a more harmonious envi- 
ronmentalist in the past, and feels guilty 
about what whites did to him. But it also dis- 
misses Indians as i ly corrupt, al- 
coholic and dependent on welfare. Ameri- 
cans would do better to abandon both 
admiration and contempt. Then they might 
see the Indians for what they are: victims not 
just of white greed and alcohol, but of in- 
verted political incentives. 








Many people insist on the best of both worlds when it 
comes to financial services. They want a bank that can 
offer traditional excellence, consistent service quality 
and cast-iron security. But they also realize that success 
in today's global financial markets depends crucially 
on an authoritative international presence. That's why 
they bank with Credit Suisse. Our solid Swiss virtues 
are regularly rewarded with a triple-A rating from the 





world's most prestigious rating agencies. At the same 
time we are also a premier player in the world's finan- 
cial markets. Credit Suisse's activities are closely co- 
ordinated with those of the global investment banking 
group, CS First Boston Inc, in which CS Holding has a 
substantial shareholding. International strength backed 
by Swiss tradition means that Credit Suisse can offer 
you the best of both worlds. 
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LOOSEN Y i 
SEAT BELT, HERE COMES 
YOURSUMPTUOUS  . 
FOUR COURSE MEAL. . 


Recently, we sent our head chef x 





Y 





os 2 ae overseas. His mission, to upgrade our 
Eon Oe ; 
dera. food and services. 


As you can see, our mission was T 


TE 


accomplished. Pictured, is one of the 
hors d'oeuvres we serve in First Class. 

Improvements which we have 
carried through to our Executive and 
Economy Class, as well. 

To complement this, we've also 
redesigned our menus. 

Redecorated our interiors and 
fitted new soft pastel seat coverings. 

And finally, we've increased the 
number of flight attendants on board. 

So, the next time you fly with 


us, you can sit back, relax and enjoy 





every aspect of our high standard of 
service. : E 

Even if you have to loosen your 
seat belt to finish our sumptuous four 


course meal. E 


Garuda Indonesia 
Proud to welcome you aboard. 
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There isa Difference 
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The differenceis Px=K x 

Not a pretentious formula, but the common sense realization that a straight structural pillar running from roof to wheel 
arch provides greater vertical strength than a curved support. 

By refusing to follow the latest trend in “aerodynamic” styling, Volvo has taken full advantage of the injury saving potential 
of the voLvo 740 safety cage. Which gave us the formula to develop larger than average strength-in-design upright pillars 
providing more safety and more interior space. 

From crumple zones to specially-designed child safety seats, Volvo has won global recognition for its all-round safety know- 
how gained by working side-by-side on accident research with traffic police 
and medical experts. 


Feel like some more safety? Or other innovative features providing greater 


quality, more comfort and space, and improved ecological protection? 





Take a close look at the vOLVO 740. Created for today's thinking person, 


it's got more than you probably ever felt vou needed. When It comes to safetv 
So how about a test drive .... VOLVO 
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INTERNATIONAL 


The peace Israel will propose 


FROM OUR SPECIAL CORRESPONDENT IN JERUSALEM 


USSIA'S foreign minister, Mr Edward 
Shevardnadze, has been stealing head- 
lines in the Middle East. By meeting Israel's 
foreign minister, Mr Moshe Arens, on Feb- 
ruary 22nd he showed that the Soviet 
Union was almost ready to restore relations 
with Israel. By holding the meeting in Cairo 
he showed that Russia had at last forgiven 
Egypt for the separate American-sponsored 
peace it made with Israel ten years ago. 
These are useful steps, but small ones. The 
peacemaker who really matters is still 
Mr George Bush. 

In April Israel's prime minister, 
Mr Yitzhak Shamir, is due to visit 
President Bush in Washington. He 
will get a courteous reception: the 
United States has been careful to 
show, since starting talks with the Pal- 
estine Liberation Organisation in De- 
cember, that it remains Israel's loyal 
friend. On February 17th the Ameri- 
cans vetoed a United Nations Secu- 
rity Council resolution criticising Is- 
rael for its policies in the occupied 
West Bank and Gaza. But the Ameri- 
cans have also made it plain that, at 
some point, they want the Israeli 
occupation to end. If the friendliness 
is to survive, Mr Shamir had better 
take a peace plan to the White House. 

The Israeli prime minister will 
take a plan, and an argument. The ar- 
gument is likely to go something like 
this. Israel cannot agree to the imme- 
diate creation of an independent Pal- 
estine in the West Bank and Gaza. 
The new state would want to open its 
gates to as many as 1 m radicalised Pal- 
estinians from the refugee camps of 
Lebanon and Syria. Many of these 
people are not yet ready to give up their 
claim to their original homes inside Israel 
proper; some will surely try to continue the 
fight against Israel. Terrorist raids from the 
new state could set off a fresh cycle of raids 
and retaliations and lead to another war. 

For this reason if no other, Israel cannot 
negotiate with the PLO. Its chairman, Mr 
Yasser Arafat, insists on independence for 
Palestine right away. He has, indeed, already 
declared the country independent. On the 
other hand, Israel acknowledges that, given 
the ferocity of the Palestinian uprising, the 
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intifada, in the West Bank and Gaza, the 
occupation cannot continue indefinitely. So 
here, Mr Shamir is likely to tell President 
Bush, is a compromise. 

Shelve, for the moment, each side's 
claims of sovereignty. Hold free elections— 
possibly with international observers—so 
that the Palestinians can elect a team of ne- 
gotiators. This team will almost certainly 
consist of PLO supporters (PLO men swept to 
office when Israel last allowed municipal 





No masking die yearning for Palestine 


elections, in 1976) but that need not matter. 
With this team, negotiate the withdrawal of 
most Israeli soldiers from the West Bank and 
Gaza, confining the remainder to specified, 
unpopulated, military areas. Raise a strong 
police force of Palestinians from the West 
Bank and Gaza to maintain law and order. 
Then dismantle the Israeli military govern- 
ment and its civilian administration, leaving 
the Palestinians to handle everything except 
defence and foreign affairs. 

This would be a confidence-building ar- 
rangement designed for a limited period. 






During it, the Israelis argue, their troops 
would have less contact with the Palestin- ^ 
ians of the occupied territories. Riots and — 
killings would subside. Meanwhile, perhaps | 
under joint Soviet-American auspices, the 
warring parties—Israel, the Arab states, the 
Palestinians from the territories—could be- 
gin direct negotiations on a final peace. An 
international programme to build perma- 
nent homes for the Palestinians of Gaza's — 
teeming refugee camps could be launched. __ 
Settlement of the thorniest issues, such as .— 
formal sovereignty over the territories, what 1 
happens to the Jewish settlements on the  - 
West Bank, above all the future of Jerusa- ` 
lem, would be left until last. d 
An imaginative proposal? If that is what 
you think, brace for a surprise. In virtually .— 
every respect this is the plan set out in the .— 
Egypt-Israel Camp David accords of — 
1979, which the PLO still scornfully re- — 
jects. The Palestinians want a proper | 
state, not home rule under Israeli sue .— 
pervision. True, Mr Shamir's propos- 
als do not explicitly rule out the even- - 
tual creation of an independent 
Palestine: this could be demanded in ` 
the negotiations. But, as every stone- 3 
thrower in Nablus knows, the Likud — 
party is intent on Israel holding the ~ 
territories in perpetuity. - 
Mr Arafat spurns Camp David. 
Mr Shamir spurns the kind of inter- 
national conference Mr Arafat wants: 
a tournament between Israel and the 
world in which only one of the five 
referees—Russia, China, Frances 
Britain and America, the permane 
members of the Security Council 
will take Israel's side. How can Presi- ^ 
dent Bush square the circle? » 
Since it is he who would be the | 
lonely referee, the president does not _ 
seem enthusiastic about Mr Arafat's — 
kind of international conference. - 
Nor, so far, has the State Department 
changed its estimate that a fully inde- — 
pendent Palestine sandwiched be- 
tween Israel and Jordan would lead to © 
further instability. So the step-by-step ap- ^ 
proach of Camp David, culminating per- 
haps in a demilitarised Palestine federated 
with Jordan, still appeals in Washington. 
The only trouble is that a peace pac 
with "Camp David" written on it will-be^ 
greeted by universal groans, and the Pal- ~ 
estinians will have no truck with it. | 
Is it possible to adopt the Camp David: 
package while losing the label? Maybe, with 
some artful rewrapping. Mr Shamir has 
hinted that he will satisfy the clamour foran ^ 
international conference by letting the 7 
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FRO X LOUR CAIRO CORRESPONDENT 


J F YOU are hopeful about peace in the 
East, pause to consider the tale 
m "Tibe: In Cairo this week, while senior 
- Egyptian, Israeli and Soviet officials were 
" exchanging views on a Middle East peace 
i rence, humbler Egyptians, Israelis 
and Americans were still toiling away to 
EU ch agreement op returning 750 yards 
of sandy beach to Egypt. 

Almost seven years ago, when Israel re- 
en ed the rest of Sinai to Egypt, it held 
5 r A to the Taba beach-front on the Gulf of 
where a fancy hotel was under 
ion. Seven months later the ho- 
‘tel opened, alongside some scruffy beach 
huts. In 1982 Israel invaded Lebanon. Is- 
i-Egyptian relations froze. The negoti- 
E tions about Taba and some other even 
_tinier border disputes froze too. 

In January 1985, with the Americans 
prodding both sides, the Taba talks re- 
. Like all the rest of the “ peace pro- 
cess”, they promptly got stuck in Israel's 
. politic: e Likud party sought to hold 
E beachhead hostage to a general im- 
X provement in Egyptian-lsraeli relations. 
_ The Labour party argued that refusing to 

É- a dot of land back would pre- 
those relations from improving. 
After 20 months the two halves of the 
Ebrei government agreed that they, and 
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United Nations, or the Russians and Ameri- 
cans play some decorative part in the peace- 
making. He still resists offering the one bau- 
à ‘that would make a new package truly 
irresistible to the Palestinians—a chance for 
M r Arafat to join the negotiation—but he 
might offer the next best thing: talks with 
knó wn PLO sympathisers from the West 
3a < and Gaza. That, Mr Arafat's senior 
E Mr Bassam Abu Sharif, reiterated on 

Feb ary 22nd, is not enough for the PLO. 
E Likud people hope by such talks to 
-between the Palestinians in 
Nerritories and the supposedly less pliant 
Pa ans outside. Most Labour people 
E the effort futile. Two popular La- 
bour ministers—Mr Ezer Weizman and Mr 
Mordechai Gur—call openly for direct talks 
di th Mr Arafat. An opinion poll on Febru- 
y 10th suggested that 53% of Israelis 
p the PLO keeps its promise to 
) terrorism. Meetings een Labour 
parl liamentarians and PLO officials, con- 
sly designed to make that body more 
cceptable to Israeli public opinion, are be- 

g almost commonplace. 

the long run, an bel under Labour 
would negotiate with Mr Arafat. But the run 
^ ould be exhausting. Since it agreed to go 
into a Likud-dominated coalition after last 
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Egypt, could not agree. The two countries 
submitted the dispute to international ar- 
bitrators, to whom each side presented 
hundreds of documents. Among them 
were the memoirs of British colonial offi- 





cials and the original, borrowed from Tur- 
key, of a 1906 border treaty between Pal- 
estine, then in the Ottoman empire, and 
Egypt, then controlled by the British em- 
pire. Last werte 29th the arbitrators 








November's inconclusive election, Labour 
has been locked out of foreign policy.. Its 
leader, Mr Shimon Peres, is tucked miser- 
ably away in the finance ministry, where he 
grows increasingly unpopular and dares not 
risk forcing another election. This means 
that the present government stands a fair 
chance of surviving its full four years. 

The past few months have changed 
many things in the Middle East. The PLO has 
recognised Israel's right to exist, and has 
started talks with America. Russia is tiptoe- 
ing towards restoring relations with Israel. 
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tucker between Sinai and pre-Israel Pales- 


| 
tine, was where Egypt said it was. | 

The Taba talks, having consumed | 
more time, money and expertise than the | 
1979 Egyptian-Israeli peace treaty, were | 
still not over. The arbitrators’ decision | 
was supposed to be carried out in 21 days; | 
it has already taken nearly five months. | 
Negotiators, many of them the same 
weary people who failed to reach a com- | 
promise in 1985-86, have been shuttling | 
between Cairo and Taba, worrying over | 
Israeli access to this postage stamp of land, - | 
the precise amount of Egyptian com- 
pensation for the hotel, and such minu- 
tiae as whether the form tourists need to 
fill out at the border should be on soft pa- 
per or cardboard. 

American diplomats grimace when 
Taba is mentioned. Even the usually 
phlegmatic President Hosni Mubarak of 
Egypt has accused the Israelis of “repul- 
sive" foot-dragging. The Egyptians now 
say that a price for the hotel was agreed to 
on February 21st, and hope that the Israe- 


The Taba talks, for all their tedium, 
are proof that diplomacy can work in the 
Middle East. Pessimists wonder how long 
it will take politicians, diplomats and law- . 
yers to draw lines in Israeli-occupied Gaza | 
and the West Bank, home to 70,000 Israeli 
settlers, if it has taken seven years to de- 
cide the fate of a hotel and a beach. 


Most Israelis are ready to do business with 
the PLO. But Mr Shamir seems determined 
to hold out against Mr Arafat and the no- 
tion of an independent Palestine. This 
leaves the Palestinians with a grim choice. 
They can accept Camp David, appropriately 


embellished to reflect the gains of the upris- . 


ing. Or they can hold out for full indepen- 
dence, right away, on the calculation that 
the Americans will force Israel to change its 
mind. If they choose the second way, an 
their calculation is wrong, the prognosis is 
for four more years of intifada. 





Arab co-operation 


Getting together, in bits 


RAB unity is as dead as its great propa- 
gandist, Gamal Abdel Nasser. Arab co- 
operation, or would-be co-operation, is 
alive, and has just given two healthy kicks. 
In Baghdad on February 15th, four Arab 
countries agreed to set up the headquarters 
for a brand-new Arab Co-operation Coun- 
cil. Two days later in Marrakech five others 
endorsed plans to build a Maghreb Union. 
Over to the east the Gulf Co-operation 


Council is in the eighth year of partnership 
between its six members. Regionalism rules 
(see map on next page). 

Generations of visionary Arabs have ar- 
gued for the deletion of colonial borders and 


the creation of a seamless nation be- 


tween the Straits of Gibraltar and Hormuz. 
The result, under Nasser's influence, was 
the creation of several instant “unions” that 
promptly collapsed. Ideological groupings 
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lis will leave on March 15th, inshallah. 
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' PACIFICDUNLOP 


STRONG EARNINGS GROWTH L 
CONTINUES WORLDWIDE E 





Strong organic growth in Pacific Dunlop's € Batteries, which has 16 -18% of the USA automotive Í 
main businesses worldwide has resulted in battery market and recently won Australia’s largest à 
another record half year. industrial battery contract. 


Pacific Dunlop's figures tell the story.Profitup e Tyres, where the Australian and New Zealand joint 
by 45%. Sales up by 27%. Earnings per share up venture with Goodyear International has committed 


by 33.5%. AS200 million to making its manufacturing facilities 
The profit maintains the company's world class. 
— annual growth rate of over 30% since € Ansell, which increased its worldwide market share 


for latex medical examination gloves, surgical gloves 


For shareholders, there is a 1 for 10 bonus and condoms, and this month also became the world's 





issue, with full dividend participation, and an largest industrial glove producer with the USS228 
increased dividend. All shareholders will receive million acquisition of Becton Dickinson's Edmont 
a copy ofthe half year report with the details. division in the US. | 


Productivity Bains, restructuring and VIPOTOUS — € Distribution, a new core group with annual sales at 
marketing of Pacific Dunlop's outstanding range the rate of AS1.2 billion, including the successful ) 
of brands led to major improvements. This Repco auto parts businesses acquired last November, 4 
applied to all businesses. Among them were: the largest of its kind in Australia. Y 


Unaudited figures for the six months ended 31st December 1988 
1988 1987 Change 


SAustralian SAustralian 
(millions) (millions) 


Sales Revenue 2,211.2 1,743.3 . +26.8% 


Operating Profit Attributable to 
Shareholders +45.3% 





Earnings per Share* 





aa 
Dividend per Share** J a 


* Calculated on weighted average shares. 
** Also attaching to bonus issue. 


i 
) 
Pacific Dunlop's shares are listed on the Australian, London and Tokyo Stock Exchanges, and its sponsored : 
ADRs are listed on the NASDAQ National Market System in the United States (Symbol: PDLPY). 


For further information: 


Cazenove & Co 12 Tokenhouse Yard, London EC2R 7AN Phone: (01) 588 2828 
A Member of The Securities Association and of the International Stock Exchange 


People, ideas, technology. 
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European 
Investment 
Banking Report 


European Finance -The Challenge of 1992 





e What opportunities is ‘1992’ 
creating in each financial centre? 


€ Who's taking over whom? And 
which M & A teams are advising? 


e Which Brussels directives will change your business? 
@ What are the plans of US, Japanese and Swiss banks? 


@ What are your competitors’ strategies for 
exploiting new business opportunities? 
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Graduate School 


of Management 


Named the best U.S. business school by Business Week magazine, 
the Kellogg Graduate School of Management at Northwestern 
University offers managers the best in executive education. Learn 
from a wide variety of programs tailored to specific management 
responsibilities. Learn from distinguished faculty in the company 
of fellow executives. Learn from the best: Kellogg Graduate 
School of Management. 


General Management Programs 


C] Advanced Executive Program 
75th Session June 18—July 14, 1989 
76th Session Feb. 11—Mar. 9, 1990 
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Executive Program (Switzerland) 
25th Session Aug. 27-Sept. 15, 1989 


C] Executive Development Program 
19th Session May 7-26, 1989 
20th Session July 16—Aug. 4, 1989 
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Executive Seminars 
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C] Communicating with the Japanese Business 
World 
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[ Decision-Making Strategies for Managers 
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Pension Advisors 

[.] Increasing Sales Force Productivity 
Management Development for Bankers 

L] Managing Communications for the Changing 
Marketplace 

C] Managing Financial Risk with Futures and 
Options 

C] Merger Week 

[C] Negotiation Strategies for Managers 

[.] Strategic Financial Planning 


For more detailed information, contact 
Executive Programs 

Kellogg Kellogg Graduate School of Management 
Northwestern University 
James L. Allen Center, 2169 Sheridan Road 
Evanston, Illinois USA 60208-2800. 
Or call 312-864-9270 
fax 312-491-4323, telex 821564. 







were formed, and dissolved. 

The Gulf war changed things. With 
Egypt shunned, because it had made peace 
with Israel in 1979, and the Persians knock- 
ing at the gates, the Gulf Co-operation 
Council (Gcc) was formed in 1981. lt 
proved mildly useful, particularly by provid- 
ing a framework within which Saudi Arabia, 
much the biggest member, could help the 
others without seeming to undermine their 
sovereignty. In November 1987 the ccc 
scored a diplomatic triumph by persuading 
an Arab summit to deal, for once, with the 
Gulf war instead of the pointless topic of 
Palestine. 

The Gcc’s postwar idea is to promote 
administrative, then economic, co-opera- 
tion along the Gulf. The group's members 
no longer require visas for each other's citi- 
zens, and they accept one another's driving 
licences. Their television planners co-ordi- 
nate programmes. But the members are still 
far from aligning their citizenship rules, or 
equalising the subsidies they give their citi- 
zens. Removing tariffs will be harder still, 
since local industries tend to use the same 
raw materials (oil, gas, sand), and competi- 
tive advantage is mostly a matter of who gets 
the biggest subsidy. At least, though, the 
GCC may help prevent the proliferation of 
rival subsidised industries, and give its mem- 
bers some bargaining power with their trad- 
ing partners in the industrialised world. 

The western Arabs of the Maghreb have 
much more scope for increasing trade 
among themselves, and they badly need to 
get together to bargain with the European 
Community across the Mediterranean. The 
old quarrels that kept them divided have re- 
cently faded away. Morocco and Algeria 
have stopped harassing each other over the 
Western Sahara. In Tunisia the ancient and 
stubborn Mr Habib Bourguiba has been 
pushed aside by the wily Mr Zine el-Abidine 
Ben Ali. These Maghrebis have even drawn 
into their circle Libya’s Colonel Qaddafi 
who, tamed by his defeat in Chad, seems 
ready to embrace the neighbours whom he 
had denounced for so long. 
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The colonel has not changed all his zany 
ways. He celebrated the formation of the 
Maghreb group by cancelling a Libya-Alge- 
ria football match, saying it would no longer 
be an international game. But after an initial 
tantrum he calmed down and agreed to go 
along with his neighbours' idea of step-by- 
step progress towards a common market 
and a common diplomacy. 

The third grouping, the Arab Co-opera- 
tion Council (ACC), appeared so suddenly 
that some suspected a revival of Nasserite in- 
stant fusion. But the four members of this 
council, in the heart of the Arab world, have 
started work fairly realistically, by trying to 
repair the commercial relations that came 
under strain during the Iran-Iraq war. Iraq, 
potentially the richest member, is morally 
indebted to the others for help during the 
war: to Jordan for letting in weapons, to 
Egypt for spare parts, specialists and work- 
ers, to North Yemen for two genuine fight- 
ing brigades. 

The ACC's members insist that politics 
can come later, if at all. Their aim is eco- 
nomic, and for the time being surprisingly 
liberal: even the Iraqis have tempered their 
truculent version of "Arab socialism". The 
group is open to new members, partly as a 
gesture to the embryo of Palestine, mainly as 
a beckoning finger to Syria. On February 
21st Egypt's President Mubarak visited the 
United Arab Emirates to discuss co-opera- 
tion between the ACC and the occ. 

All this leaves six other members of the 
Arab League feeling lonely. Lebanon and 
Sudan are both too deep in trouble to be 
joining anything. Marxist South Yemen, 
and nominally Arab Djibouti and Somalia, 
do not matter enough to be taken seriously. 
One country that does matter is Syria, still 
unpopular for having backed the Persian 
side in the Iran-Iraq war. Yet even the Syri- 
ans may soon come in from the cold. Syria's 
President Hafez Assad is alarmed by the 
prospect of the Palestinians making a deal 
with Israel that would leave the Golan 
Heights in Israeli hands. 





















South Africa 


Own goal 


FROM OUR SOUTH AFRICA CORRESPONDENT 


pues of the mysteries surrounding Mrs — 
Winnie Mandela and her eponymous 
"Football Club" are now in the courts, but 
the argument flows on around them, erod- 
ing the confidence of many blacks in th e 
quality of their leadership. Two club mer Y 
bers stand accused of abduction, assault an 
murder, and one has confessed to anoth t 
murder. Silence on these matters is risky fo : 
the organisations that claim to speak fe 
black freedom. It might be interpreted a: 
condonation. 

Broadly, the closer the bab ges is to 
the much-criticised Mrs Mandela, geograph- 
ically and ideologically, the tougher i üx criti- 
cism of her. The toughest talk has 
from the self-styled "democratic move- 
ment”, spearheaded by the United Demo 
cratic Front (UDF) and the Congress of 
South African Trade Unions. This move- 
ment's views often resemble those of the AF 
rican National Congress (ANC), of which | 
Mrs Mandela's jailed husband is president, 
and the UDF is strong in the vast Johannes- 
burg township of Soweto. Its members are 
therefore painfully aware of the anger nget hen 
team's behaviour has aroused. Large parts 
Soweto seem to have been regarded by the 
team, which served as Mrs Mandela's pri- 
vate gendarmerie, as her private fief. r] 

The democratic movement has ac 
the team of conducting “a reign of terror”, 
and has called on the blacks to distance 
themselves from Mrs Mandela “in a digni- 
fied manner”. It holds Mrs Mandela respon- 
sible, declaring: “The team is her own cre- 
ation." The democratic coalition expresses 
outrage at the death of Stompie Mokhetsi, 
who was allegedly abducted from a church. 
house in Soweto by the members of the 
team, and charges Mrs Mandela with co me 
plicity in his abduction and assault. » 

The ANC leaders in exile in Zambia E 
a two-day emergency meeting from which 
softer stand emerged. chastised Irs 
Mandela for not heeding the ANC's advice 
to disband the team, whose activities the 
coyly describe as “unbecoming”. But they 
further suggested that the polis infiltrated 
its ranks with provocateurs. Mrs Mandela, it 
says, should not be ostracised but drawn 
back into discipline. 

Black church leaders have contacts c 
all sides, and may seek to reconcile them. M 
Frank Chikane, secretary general of de 
South Africa Council of Churches, paid a 
five-hour "pastoral visit" to Mrs Mandela 
immediately after the democratic move- 
ment's rebuff. The Anglican leader, Arch- 
bishop Desmond Tutu, may help to heal the. ; 
rift. A "crisis committee” of black leaders - 
had been trying to smooth things before the - 
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| Warming up the Yukon wild 


FROM A CORRESPONDENT IN WHITEHORSE 


You know what it's like in the Yukon wild when it's sixty-nine below, 
When the ice-worms wriggle their purple heads through the crust of 
the pale blue snow, 
When the pine-trees crack like little guns in the silence of the wood, 
And the icicles hang down like tusks under the parka hood. 


OBERT SERVICE may not quite be 
Canada's national poet, but he is 
certainly the Yukon's. He did not exagger- 
ate the iciness of that north-western fast- 
ness, which once recorded a temperature 
of —63'c. At the start of the month-long 
campaign for the territorial election on 
February 20th it was —50°, at which point 
nothing mechanical can function. A cam- 
paign worker remembered with relief the 
day when the thermometer rose to —35', 
and the tusks on the parkas shrank a bit. 
Bringing democracy to the Yukon is a 
daunting task, even without iceworms. 
The territory contains 15,102 registered 
voters (and four times as many caribou), 
scattered around a territory rather larger 
than France. Old Crow, the least crowded 
of the 16 constituencies, has only 158 reg- 
istered voters; the most populous can 
muster roughly 2,000. Rural candidates 
look for puffs of smoke as clues to human 
habitation, and 11 years after party poli- 
tics officially arrived in the Yukon there is 
no electoral asset so great as three or four 
cousins in the district. Even so, both daily 
newspapers in the capital, Whitehorse, 


scandal became public, and is known to 
have sought advice from the ANC in exile. 
There has been little publicity for their 
charge that Mrs Mandela behaved imperi- 
ously, and showed "utter contempt for both 
the crisis committee and the community’. 





A demoralising episode for Soweto 
50 


dismissed the election as boring. They 
found more interest in the annual White- 
horse sourdough festival, a mid-winter 
frolic with dog-sled races and ladies’ hairy- 
legs competitions. 

In the event, the left-of-centre New 
Democratic party (NDP), which surprised 
everyone by winning the previous election 
in May 1985, was returned to power with 
nine seats against the sorely disappointed 
Conservatives’ seven. This time too, the 
NDP's success was based on the rural con- 
stituencies where Indians are in the major- 
ity: they won six out of eight of them, hav- 
ing decided to campaign strongly in 
support of a recent settlement of native- 
land claims. 

The portly, English-born Np» leader, 
Mr Tony Penikett, boasts that his first 
term of office brought double-digit eco- 
nomic growth each year and considerable 
diversification into renewable resources. 
In fact, the local economy still depends 
heavily on mining, tourism and federal 
subsidies. Most of the recent economic 
growth came from the reopening in 1986 
of the world’s largest open-pit lead-zinc 


The Zulu-based Inkatha movement, led 
by Chief Mangosuthu Buthelezi, also claims 
to speak for black South Africans, and has 
been locked in a bloody contest with the 
UDF and its trade-union ally, COSATU, for 
control of the largely Zulu townships 


mine at Faro; mineral revenues, at C$56m 
($41m) in 1985, were almost six times as 
much in 1988. 

In Whitehorse, where two-thirds of the 
Yukon's 28,000 inhabitants live, the NDP 
government spent its higher revenues on 
an orthodox social-welfare approach to 
the capital's many social ills. They include 
high seasonal unemployment, broken 
families, and lots of drinking and drug- 
taking by bored teenagers and their moth- 
ers and fathers. The Liberal party was 
wiped out in the election: their former 
leader had been jailed for dealing in 


cocaine. 





around Pietermaritzburg in Natal. It has 
been relatively sympathetic to Mrs Mandela, 
accusing the UDF of distancing itself from 
her with “unseemly haste", and has urged 
the world to presume her innocence until 
guilt is proved. It claims to be well aware of 
how vicious propaganda based on unproved 
accusations can be. 

The other main claimant to the role of 
spokesman for black people is the Pan-Af- 
ricanist Congress. It has not formally taken 
a position on Mrs Mandela or her team, but 
its president, Mr Zephania Mothopeng, has 
generous words for her: “I don’t think it is a 
good thing to kick a man when he is down,” 
he says. "You shouldn't take advantage.” 
Mr Mothopeng is 75, and was released from 
prison last year on the ground that he was 
suffering from cancer. He thinks there 
should be more than one liberation orga- 
nisation: "I agree with Mao. Let them all 
bloom. They will sow themselves." He says 
he is genuinely disturbed by the predica- 
ment of Mrs Mandela and the ANC, saying: 
“I would not like them to fall to that ex- 
tent." No wonder the authorities are dis- 
creetly delighted. 
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The Economist Intelligence Unit 


REGIONAL REFERENCE SERIES 
















Each volume in this new regional series gives a comprehensive COUNTRY STUDIES: All countries covered in each volume 
guide to the economies of the region and the issues which affect are discussed separately, with data from an extensive range of 
them. With up-to-date facts, figures and analysis, the volumes national and international sources organised into a coherent and 
provide a complete overview of current regional issues before standard format. 

discussing each country separately. REGIONAL INFORMATION: Regional organisations and 
REGIONAL ISSUES: Each region's political and economic issues are discussed as they affect the individual economies of 
performance is assessed in a series of detailed articles by each country, This is followed by tables of key economic 
specialist writers on the area. The articles concentrate on issues indicators, showing, at a glance, the relative performance of all 
that have particular relevance to the region's business and countries since 1981. 


political prospects in the next few vears. 
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EUROPE 


Chipping away at Yalta 


What should the West do abeut Eastern Europe 


? It is short of policies to- 


wards Russia's outer empire as the Soviet grip is relaxed. So when one 
westerner produces thoughtful suggestions, it is worth paying attention 


HE puzzle of how to react to 

Gorbachev's Russia has distracted at- 
tention from Eastern Europe. This may now 

changing, and rightly. Anybody who 

iders why Eastern Europe matters 
Should remember that two world wars 
started there. It has also been the scene of 
two of Europe's rare post-1945 military in- 
terventions (Hungary in 1956, Czechoslo- 
vakia in 1968). And it is still the most unsta- 
ble part of the world's most heavily armed 
region. 

Western eyes are turning to Eastern Eu- 
rope because important things are happen- 
ing there—especially in Hungary and Po- 
land, which are moving faster than 
anybody expected towards freer mar- 
kets and freer politics. This is a re- 
markable moment for Eastern Eu- 
rope. One reason is that the failure of 
communism has become too obvious 
to ignore: Eastern Europe is not only 
falling farther behind the West, it is 
being overtaken by new economic 
miracle-makers like South Korea and 
Taiwan. 

The second reason is that recog- 

ion of failure coincides with new 
room for manoeuvre, courtesy of Mr 
Gorbachev. The boldest East Europe- 
ans are searching for ways of joining 
the modern world. How far they suc- 
ceed will depend on their own efforts 
and on the attitude of Mr Gorbachev 
(or his successor). But can the West 
do anything to help? 

A lot, believes Mr Mark Palmer, 
America's imaginative ambassador to 
Hungary. "Between the extremes of 
passivity and force there is an extraor- 
dinary terrain, and in it the opportu- 
nities for western engagement are 
growing at an unprecedented rate.” 
The thrust of western policies should 
be to build so many links—between 
governments, parties, businesses, 
churches, environmentalists, stu- 
dents—that East-West borders be- 
come swamped. This requires “an ex- 
plosion of effort across a broad front 


THE ECONOMIST FEBRUARY 25 1989 


from every element of western society". Mr 
Palmer is not short of hyperbole. But nei- 
ther is he short of ideas, which he has set out 
in his contribution to a forthcoming book 
on Eastern Europe*. 

Start with economics, and the aim of 
turning the countries of Eastern Europe 
(over, say, the next 20 years) into market 
economies closely integrated with those of 
the West. The old western habit of giving 
big, untied loans to central banks merely put 
off reform. Mr Palmer calls for an explicitly 
market-breeding form of lending, an idea 
that accords with an emerging consensus in 


the West. 





Let the best ideas win in Budapest 


He suggests making imF, World Bank 
and other credits conditional on specific re- 
forms: reducing bureaucracy, promoting 
market mechanisms and the private sector, 
liberalising rules for foreign investment. 
Loans should be smaller, and targeted to 
specific projects and to the growing number 
of small East European commercial banks. 
Mr Palmer dismisses talk of a Marshall Plan 
for Eastern Europe as “40 years too late”, 
but he reckons the West should consider 
debt relief “in the context of far-reaching 
reform”. 

He sees direct investment as a promising 
way of tying East European countries to the 
West, and of encouraging diversification 
from the central planners’ reliance on heavy 
industry. Joint ventures are in vogue. An- 
other idea is to set up a mutual fund to in- 
vest in the companies of those countries (so 
far, only Poland and Hungary) where this is 
possible. But who wants to invest in Eastern 
Europe? Mr Palmer seems to think that, if 
only more western companies were aware of 
the opportunities in the East, and if only the 
East Europeans made a few more rule 
changes, trade could boom. In fact, the big- 
gest barrier for western companies is 
the difficulty of finding ways to make 
a decent profit. 

Business rules are rapidly being 
relaxed in the reforming parts of East- 
ern Europe, but East-West trade is 
still pitifully small (less than 296 of 
EEC imports, and less than 0.196 of 
America's, comes from Eastern Eu- 
rope). What can be done? In small 
ways, western governments could en- 
courage more trade; for example, the 
United States has a commercial atta- 
ché in only three of its six East Euro- 
pean embassies. But the real problem 
is the East's inability to earn enough 
hard currency through exports. Mr 
Palmer believes it is necessary to 
teach East Europeans about western 
business skills; the management cen- 
tre he helped set up in Budapest is the 
first of its kind in Eastern Europe. He 
also reckons that western countries 
and Japan should lower their barriers 
to goods from East European coun- 
tries which behave themselves on hu- 
man rights. 

On politics and culture, hyper- 
bole returns: Mr Palmer thinks the 


"Central and Eastern Europe: The Opening 
Curtain?", edited by William E. Griffith. To. be 
published in America in April by Westview 
Press for the East-West Forum; 438 pages; 
$17.95 
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B great effect. A Rockefeller fund has been 
- helping private agriculture in Poland. A 





amount of interchange and presence". He 
suggests a tour by President Bush to all six 
countries. (Most have never had a visit from 
an American president, but would Mr Bush 
really want to go to President Ceausescu's 
Romania?) More party-to-party links with 
Eastern Europe would be useful at a time 
when some communist parties in the region 
are discussing the meaning of democracy 
and the rule of law. And there should be 
more links with opposition groups: accord- 
ing to Mr Palmer, most western embassies 
have "no contacts with the democratic 
forces that Tepresent much of popular pub- 
lic opinion"—a slightly odd claim in view of 
the recent habit of western politicians to 
meet opposition leaders as well as govern- 
ment officials when they visit Eastern 
Europe. 


Students of Europe, exchange 

As a way of encouraging contacts of all 
sorts, the United States is setting up an 
“America House" in Budapest. The idea is 
to promote trade and travel there, and to 
provide a cultural centre complete with li- 
brary and theatre. Mr Palmer suggests there 
could be British, West German and other 
Houses in each East European capital 
(thereby insulting the British Council, The 
Goethe Institute and others which can claim 
to be quite active already). He also likes the 
idea of an American University in Hungary, 
if the money could be found. 

The scope for educational exchanges is 
huge. First, there is the hunger to learn west- 
ern languages, especially English. Mr Palmer 
suggests taking 1,000 English teachers a year 
from Britain and America to teach young 
people in Eastern Europe; this would cost 
about $1m a year, “a real bargain" because 
of the way it would spread western ideas. 
Second, the West could aim to take 2,000 
students a year from Eastern Europe, who 
would study and stay with western families; 
the West should send 2,000 of its own stu- 
dents to the East. In Mr Palmer's view, west- 
ern governments should spend more money 
on such exchanges, since gradually bringing 
one or more East European country into the 
democratic world would be a great gain for 
western security. 

It is not just governments that can help 
with money. Private foundations could chip 
have started to do so to 


_ foundation established by Mr George Soros, 
— a Hungarian-born New York investment 
= wizard, contributes more than $3m a year in 
_ Hungary alone to support the freer flow of 
ideas. Emigrés like Mr Soros are an excel- 
lent, and in some countries still under-used, 
bridge between East and West. 
Mr Palmer hopes his thoughts will stim- 
ulate others. Because so many different sorts 
of East-West links are desirable, he sees a 


~~ aim should be "massively to increase the 


need for some sort of "clearinghouse" 
(maybe organised by the EEC) to monitor 
overall western activity. That sounds like a 
fine way to create more bureaucracy, when 
perhaps the main thing the West should be 
doing for deserving East Europeans is to 
help abolish more of the red tape—too 
much of it made in the West—that inhibits 
East- West trade and travel. But at least the 
search is on for western responses worthy of 
the changes that are happening or now look 
possible in Eastern Europe. 

Later in the same book a leading Ameri- 
can communism-watcher, Mr Seweryn 
Bialer, puts his finger neatly on the direction 
of that change. After Stalin, Russia started 
to allow the East Europeans some leeway in 
following "different roads to socialism”. 
Under Mr Gorbachev, East Europeans are 
looking for “different roads from 
socialism". 





— 
In search of symbols past 


FROM A CORRESPONDENT IN BUDAPEST 


N TODAY'S Hungary even arcane 
matters of heraldry cannot escape the 
reformers' zeal. The authori- 
ties have decreed that the 
national emblem—the Hun- 
garian tricolour topped with 
a big red star—is no longer 
in keeping with the spirit of 
the times. The red star is an 
omnipresent reminder of 
Hungary's imposed link to 
the Soviet Union. Its de- 
struction was a popular ges- 
ture in the first days of the 
1956 uprising. A different 
symbol is now thought 
needed to express the think- 
ing behind — Hungary's 
planned new constitution. 
After rifling the archives, 
a panel of scholars proposed 
alternatives which appeal 
powerfully to the local sense 
of history. Hungary, they 
said, should revert either to 
wed old arms of royal Hun- 
iry or to the “Kossuth 
Shield”, which takes its 
name from the leader of the 
1848 revolt against Austrian 
rule. Last week the commu- 
nist party gave its blessing to 
both suggestions. Parlia- 
ment is to discuss the issue 
soon, and a referendum is 
planned. It is all part of the 
current Hungarian nostalgia 
for times re the 40-odd 


is years of communist rule (a 
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Human wrongs 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


UST weeks after European governments 
made brave new promises in Vienna 
about respecting human rights, Eastern 
Europe's best-known playwright has been 
sent to prison for laying a few flowers at a 
monument. Despite criticism from the West 
and protests from the Hungarian and Ser- 
bian writers' unions and from the Polish op- 
eni Czechoslovakia ahea 
with the trial of Mr Vaclav Havel. On Feb- 
ruary 21st he was sentenced to nine months 
in prison. 
Besides being a famous playwright 
(whose plays, however, are banned in his 
own country), Mr Havel is also a prominent 


member of Charter 77, Czechoslovakia' 


c3 
fashion which also helps to explain the 
fascination with Mr Otto von Habsburg, 
the son of the last Austrian 
emperor and king of Hun- 
gary, who is due to arrive in 
Budapest on February 28th 
as part of a delegation of 
Euro-Mrs). | 

The two proposed em- | 
blems look similar, except 
that the crown of St Ste- 
phen (an eleventh-century 
king and hero of Hungarian 
nationhood) sits on top of 
the royal shield. The two dif- 
fer in their respective repub- 
lican and monarchical asso 
ciations. Conveniently, the 
panel of scholars decided 
that the crown has come to | 
signify statehood rather | 
than kingship and that the | 
use of the distinctive double | 
cross has more to do with 
tradition than religion. 

Opposition groups have 
made clear their preference | 
for the Kossuth shield. This 
"symbol of national self- 
determination'' is now sell- 
ing well as a lapel badge. In 
an open letter published last 
month, 25 leading opposi- 
tion groups pointed out that 
the Poles had to re- 
tain their silver eagle and the | 
Czechoslovaks their two- | 
tailed lion. If Slavs could do | 


it, then why not Magyars? | 








A Hero from Zero 


The best read secret — 
which tells the story of 
Mohamed Fayed and his 
takeover of Harrods — 
illustrated and now 
published in English, 
French and Arabic. 
Available free of charge 
from LONRHO Plc 
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UICC CARES ABOUT CHILDREN 


As late as in the nineteen fifties the vast world-wide fight against cancer. 

majority of children with cancer were doo- UICC, The International Union Against 
med. Today about half of them are cured of Cancer, is global, non-profit, non- 

their disease thanks to cancer research. governmental organisation, supported by 
This is very encouraging, — but it means donations, legacies and bequests. 

that we are only halfway there. Its members are more than 250 cancer 
You can help us to go the rest of the way by leagues and societies, cancer hospitals 
supporting UICC, The International and research institutes in more than 
Union Against Cancer, as it leads the 80 countries. 

INTERNATIONAL UNION AGAINST CANCER Uice | 
3 RUE DU-CONSEIL-GENERAL, 1205 GENEVA, SWITZERLAND. UMP 
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dependent human-rights movement. In lay- 
ing flowers on January 16th at the statue of 
St Wenceslas in Prague, he and other Char- 
ter 77 members were commemorating the 
death of Jan Palach, a young student who 
incinerated himself there on that day in 
1969 to protest against the crushing of the 
1968 Prague Spring. The authorities had re- 
fused to authorise a gathering to mark his 
death. 

To everybody's surprise, the Palach 
anniversary turned out to be a big and 
heated affair. For four days, aggressive riot 
police faced thousands of demonstrators, 
many of them young people. Mr Havel was 
charged with “incitement” and “obstruct- 
ing a public official’. The authorities 
claimed he had failed to leave Wenceslas 
Square when the police told him to, and 
they blamed him for broadcasting on west- 
ern radio before the anniversary (Mr Havel 
cays he did so to stop any youngsters from 
etting fire to themselves in imitation of 
Palach). Six other people were this week 
convicted of “hooliganism” in last month's 
demonstrations, and over 40 more face 
trials. 

[n these days of Gorbachevism, why did 
Czechoslovakia go ahead with a trial so 
firmly in the Stalinist tradition? The coun- 
try's leaders care less about their reputation 
abroad than about staying in charge at 
home. They are afraid that the pressure for 
reform, once the lid on opposition is lifted, 
could quickly get out of control. They look 
with alarm at the momentum for change in 
neighbouring Hungary and Poland. The 
treatment of Mr Havel and others is meant 
as a reminder that a new Prague Spring is 
not in prospect. Growing numbers of young 

zechoslovaks seem to have other ideas. 





West Germany and Britain 


A cosy date in 
Oggersheim 


FROM OUR BONN CORRESPONDENT 


ARGARET THATCHER can surely 
think of nicer spots to visit in late 
April than Oggersheim, an easily forgettable 
bit of suburbia in the West German state of 
Rhineland-Palatinate. But since Oggersheim 
happens to be where the chancellor, Mr 
Helmut Kohl, lives when he is not trying to 
run the government in Bonn, Mrs Thatcher 
has agreed (after some hesitation) to make 
the trip. Both leaders hope the homely at- 
mosphere will help them do what they failed 
k to do at their formal summit meeting on 
February 20th and 21st in Frankfurt: reach a 
compromise on modernising NATO's short- 
range nuclear missiles, 
Time is getting short. In late May the 
NATO allies aim to announce a "comprehen- 
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Not yet seeing eye-to-eye on the programme 


sive concept” for maintaining western secu- 
rity while responding to Mr Gorbachev's 
arms-control offers. Mrs Thatcher, like the 
Americans, wants the concept to include a 
firm pledge to update the aging Lance mis- 
siles on West German soil when they be- 
come rusty in the mid-1990s. But in Frank- 
furt she seemed no better able to pin down 
Mr Kohl than the American secretary of 
state, Mr James Baker, had been in Bonn a 
few days earlier. 

Mr Kohl seems to believe that some 
modernisation must come some time (which 
is more than can be said for his foreign min- 
ister, Mr Hans-Dietrich Genscher). But he 
does not want to be specific before he has 
got his election out of the way late next vear. 
Mr Kohl would also like NATO to offer Mr 
Gorbachev negotiations on short-range nu- 
clear missiles. The British and Americans 
fear that Mr Gorbachev would start the ne- 
gotiations with a hard-to-resist offer to scrap 
such missiles altogether. 

Despite the differences, both sides claim 
there was little snarling in Frankfurt. Mrs 
Thatcher correctly sensed that trying to 
bully Mr Kohl, whose pro-NATO instincts 
are stronger than Mr Genscher’s, would be 
counter-productive just now. And the worst 
of all responses to Mr Gorbachev would be 
an open rift among the western allies. 

Mrs Thatcher got her trip off to a good 
start by inviting herself to lunch at the 
Bundesbank, the West German central 
bank. The Bundesbank’s president, Mr Kar! 
Otto Pöhl, broke off a visit to north Ger- 
many to be back in Frankfurt in time. He 
said it would be worth it if he could persuade 
Mrs Thatcher to make Britain a full member 
of the European Monetary System (Ems). 





He didn't, but the pair hit it off well. 
Unlike Mr Kohl, Mr Pöhl speaks fluent Eng- — 
lish and has a lightly ironic sense of humour. 
More to the point, he shares Mrs Thatcher's 
suspicion of the idea of a central bank for ` 
Europe (though his reasons are different 
from hers), and her fears of letting the EEC 
get over-centralised and over-regulated. 
How nice it would be for Mr Pöhl to have _ 
his British ally in the EMs as a counterweight 
to the French. 





| 
Italy | 
This way to 
the egress 


FROM OUR ROME CORRESPONDENT T » 
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OT even the cheers and fanfares of an 
Italian Christian Democratic party - 
conference could disguise the bitter truth. 
The outcome of a battle for the party leader- — 
ship was a clear defeat for the prime minis- 
ter, Mr Ciriaco De Mita. Having lost the job ~ 
he had held for the past seven years, Mr De 
Mita did his best to sound plucky in his clos- 
ing speech on February 22nd. But it was a - 
loser's pluckiness. The winners were the old 
party barons who arranged to overthrow 
him. They have promised to give their full 
support to his five-party coalition govern- 
ment, yet the prime minister knows he has 
been cut down to size, and his diminished - 
authority is likely to affect his ability to lead - 
the government. 
In his place, the delegates elected 63- 
year-old Mr Arnaldo Forlani as secretary of 


57 


8A . 


EUROPE 


—— = >_> 3.7 ==, EOOCIG CELO U.Y 
p gf. ^ 7 hi , aw 


ERLE. As A tail 





Forlani, master of intrigue 








Boris the working-class Tory 


FROM A MOSCOW CORRESPONDENT 


Italy's largest party. Mr De Mita received the 
largely honorific job of party president. The 
eminently adaptable Mr Forlani is a fitting 
representative of a party which, in spite of 
its electoral ups and downs, has remained in 
government for the past 43 years. He has 
been a member of parliament for 31 years, 
has. served in governments of various 
shades, and even briefly led one of them (in 
1980-81). During the three years in which 
the Socialist leader, Mr Bettino Craxi, did 
Italy's longest single post-1945 stint as prime 
minister, Mr Forlani was his accommodat- 
ing and diplomatic deputy. 

Mr De Mita may ruefully note that his 
party's intrigues have a way of repeating 
themselves. In 1969 Mr Forlani became 
party secretary for four years thanks to the 
support of the same winning coalition of 
party barons which carried him to victory 


The Soviet Union elects a new parliament on March 26th with, for the 


first time, a choice between candidates—though still **approv 


" ones. 


Here is a surprise about one contender 


FTER a spectacular downfall in late 
1987, when he was turfed out of the 
ruling Politburo and lost his job as Mos- 
cow party boss for speaking out of turn, 
Mr Boris Yeltsin is trying to make a come- 
back. He was nominated in several con- 
stituencies for the Soviet parliamentary 
election on March 26th. By midweek the 
way seemed clear for him to win revenge 
by standing in the much sought-after 
Moscow constituency. But he may be han- 
kering after more than a parliamentary 
seat. When a small regional paper (one of 
the few willing to talk to him) recently 
asked if he would like to become leader of 
the country, he pointedly did not say no. 

If the Soviet Union had a real par- 
liamentary system, Mr Yeltsin might well 
have been its next leader. An unpublished 
opinion poll shows him neck and neck in 
popularity with Mr Mikhail Gorbachev. 
That is presumably why a near-total black- 
out has been imposed in the national 
press on anything he says. Mr Yeltsin has 
counter-attacked by running his election 
campaign with all the professionalism of a 
western politician. He even has a cam- 
paign manager to make sure his message 
gets across. 

The message belies the common view 
of Mr Yeltsin as one of the most radical 
supporters of perestroika. Yeltsinism is in 
reality populist conservatism, largely 
working-class-based and markedly anti- 
establishment. It is che distillation of all 
the grievances, fears and hopes of ordi- 
nary Soviet citizens. 


Mr Yeltsin's strongest plank is his op- 
position to the privileges of the political 
elite. Published opinion polls show that 
these continue to infuriate many Rus- 
sians, already unhappy about food short- 
ages and long queues. He is also ambiva- 
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this week. The group, then known as the 
dorotei, came into existence 30 years ago, af- 
ter an all-night meeting in Rome's convent 
of Santa Dorotea. The aim of the conspir- 
ators was the removal of Mr Amintore 
Fanfani on the ground that, by combining 
the jobs of prime minister and party secre- 
tary, he held too much power. Given the 
precedent, Mr De Mita understandably hes- 
itated before accepting the prime minister's 
job in April last year: it rather looked as 
though he was being shown the door. 

His fear today is that the faction-ridden 
party will not back his policy of spending 
cuts to curb Italy's huge, and still growing, 
budget deficit. It did not bode well for Mr 
De Mita when Mr Forlani admitted this 
week that he had not yet read Mr De Mita's 
recent proposals for reining in spending. 





—————— 


lent about the new mass organisations 
that have sprung up in the Baltic repub- 
lics. These popular fronts worry conserva- 
tive party men, because of their some- 
times barely disguised — anti-Russian 
nationalism. Like more authoritarian re- 
formers of the Andropov mould, Mr 
Yeltsin tends to stress discipline over 
democratisation. 

[n the past year he has established con- 
tacts with radical reformers, including 
such groups as Memorial, an organisation 
dedicated to bringing to light the crimes 
of the Stalin era. But, as his new-found al- 
lies are discovering, he is not really one of 
them. Mr Yeltsin is "rough, tough and 
honest”, says Mr Yuri Koryakin, a 
Dostoyevsky specialist who is one of Me- 
morial's co-chairmen. He would make an 
excellent trade-union leader, Mr 
Koryakin says; but he is in some ways a 
throw-back to the 1920s, a romantic revo- 
lutionary who is more of a leveller than a 
Gorbachev-like reformer. 

Mr Yeltsin, however, also has a near- 
obsessive hostility towards Mr Yegor 
Ligachev. It was a clash between the two 
former Politburo colleagues that led to Mr 
Yeltsin's downfall in 1987. At last 
month's Central Committee meeting, 
when Mr Gorbachev read out Mr 
Ligachev's name as a candidate for one of 
the party's reserved seats in the new par- 
liament, Mr Yeltsin voted against. 

The Yeltsin-Ligachev feud is ironic. 
The two men are strikingly similar in 
background and style. Both are pugna- 
cious, hard-driving workaholics from Si- 
beria. Both damaged their own careers by 
their bluntness. Mr Yeltsin is anti-estab- 
lishment and anti-ideology. Mr Ligachev, 
by contrast, is the chief defender of the 
party bureaucracy. Yet Mr Koryakin sees 
only one fundamental difference: “Yeltsin 
is honest and Ligachev is not.” 
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FROM OUR MADRID CORRESPONDENT 


S EUROPE’S second-worst terrorist war 

unwinding? Meetings in Algeria between 
representatives of the Spanish government 
and the Basque terrorist group ETA have 
been going on now for a month. ETA is un- 
der pressure. Increasingly effective co-opera- 
tion between France and Spain helped to 
curtail its murderous activities last year (see 
chart). The secret talks began after ETA de- 
clared, for the first time, an unconditional 
truce. It has since become the longest 
ceasefire in a 21-year history of killings. 

That officials are talking to the gunmen 
at all suggests Spain is a good deal closer to 
taming ETA than Britain is to curbing the 
IRA in Europe's only deadlier terrorist war. 
Yet the Spanish interior minister, Mr José 
Luis Corcuera, confesses to no more than 

“moderate pessimism”, while Mr Tasio 
Erkizia, one of the leaders of ETA’s political 
wing, Herri Batasuna, says his colleagues are 
"sure the talks are going to be broken off”. 

The government claims there has so far 
been no political negotiation. Herri 
Batasuna spokesmen appear to agree. This is 
crucial. ETA insists the violence can be 
stopped only by political bargaining with 
the government. That way, its claim to 
speak for the Basque people would be con- 
ceded and ETA could justify, if only to itself, 
the 672 killings it has committed. The So- 
cialist government in Madrid, though, is 
barred from political negotiations with ETA 
by the terms of a pact made in January last 
year between the Socialists and the other 
main parties in the Basque country, Herri 
Batasuna apart. The last thing the Basque 
parties want is for their future role to be 
usurped by ETA. 

So what on earth have the two sides 
been discussing that could take so long? 
They both have an interest in talking for the 
sake of it. The government saves lives while 
the truce holds. ETA gets a chance to re- 
group in the wake of the arrest of its leader, 
Mr José Antonio Urrutikoetxea Bengoe- 
txea, soon after the truce started. Herri 
Batasuna, with one eye on the European 
Parliament election in June (it already has a 
Euro-Mr), gains credibility. 

There may be more to it than that, 
though. On February 13th, in separate ne- 
gotiations with moderate Basques, the gov- 
ernment reached an agreement on policing 
the Basque country. The non-violent 
Basque Nationalist party (PNV) has long 
been trying to sell che Socialists a way round 
the problem created by ETA's insistence on 
political negotiation. There is no reason, the 
PNV says, why bargaining with Basque politi- 
cians who reject violence should not run 
parallel to "talks" or "contacts" with ETA: 
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the guerrillas’ views can then be taken into 
account and an idea gained of what they 
would really settle for. 

One of ETA’s main demands is for the 
withdrawal from the Basque country of 


EEC Council of Ministers 


The powers that be 


Our Brusecls correspondent examines 
in his second article on the EEC’s institutions 


Last year Mrs Margaret 
Thatcher pounced on Mr 
Jacques Delors, the Euro- 
pean Commission’s presi- 
dent, for predicting that 
within ten years 80% of EEC countries’ social 
and economic legislation would be decided 
in Brussels. He says he was misunderstood. 
Mr Delors was not seeking more power for 
his commission and its 14,000 bureaucrats. 
He was just warning EEC governments that 
the creation of a seamless single market by 
the end of 1992 would force them to take 
more decisions together instead of singly. 
The forum for doing this is the Council of 
Ministers, which consists of representatives 
of the 12 member-governments, not Mr 
Delors’s non-elected civil service. 

While Mrs Thatcher keenly mistrusts 
Mr Delors and his commission, she is quite 
taken by the council. So are most other EEC 
leaders. This is not surprising. 

The council is at the apex of EEC power. 
It is also the point at which member-govern- 
ments have the greatest influence on Com- 
munity affairs. The commission drafts pro- 
posals; the European Parliament chips in 
with opinions and amendments. But it is the 
council which decides what the Community 
is going (or not going) to do. 

Project 1992 means more joint decisions 
by governments and so (in the phrase fa- 
voured by some EEC leaders but not by Mrs 
Thatcher) more “pooling of sovereignty” 
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the European Community's dyn 


"occupying forces" OW dest 
ruary 13th will go a long way oa 
ing it. Over the next eight years, tl 
Basques’ own police force, the Ei s ini 
will take over most of the duties (includin 
anti-terrorism) currently carried out br yt | 
national police. 

Even if, as still seems likely, the A gie | 
talks break down, something will have be 
achieved from which everyone can vene f 
The problem for the Madrid nent 
that "' everyone’ ' includes ETA's sur ge te 
A series of polls this week in the À 
newspaper Diario 16 uncovered a stri k 
radicalisation among the Basques. rhe | pol 
suggested that less than a third of B 
endorsed the Spanish constitution; 4 
more than half were in favour of selfde 
mination”. Most worrying of all, they 
gested that in the past two id 
Batasuna, its status elevated by ETA's tru a 
and talks with the government, Ee re 
taken the divided PNv to become the 


popular party in the Basque country, - 







































































through the council. The Single 
Act, which updated the EEC’s fc 
Treaty of Rome, replaced unanimity with à 
majority vote for many decisions, to spe » 
the singlé-market project along. All EEC g 
ernments agreed that the council should. x 
longer be paralysed by the opposition of or 


or two members over minor matters. — . j 
The Single European Act took effect ir 
July 1987. Since then the a» 
adopted nearly 100 pieces of leg 
linked to the 1992 project. The sve 
for the council to approve a draft d xtiv | 
after it had been tabled by the on iss ic 
used to be two years. Some decisions took 
decade. ichs directives have been g e 
ting through in de than a year. r 

For some things unanimity is sil n 
quired. One of these is iis This puts B 
in a strong position when it opposes 
commission's ideas on value-added tz 
its proposals for a withholding tax on ir 
n payments on savings. Unanimity ia a 

for agreements between the Co 
must? and other countries, and for le 
tion affecting workers' rights and the f 
movement of people. 

Even where majority voting is mean 
apply, any member-country re al 
wants to can probably still wield a veto. TI 
Single European Act did not 
change the veto power, because it is not e 
bodied in any legal text. The right of ve 
was merely spelt out in the so-called Luxe 


! 
nar 


Jiiile 
ye 


T ——— M—— 





ourg compromise of 1966 (which was Gen- 
eral de Gaulle’s price for staying in the EEC). 


The Luxembourg compromise states that 
the other governments will not overrule a 
which opposes a piece of draft EEC 
legislation on the ground that a vital na- 
tional interest is at stake. 

— The veto has been used sparingly over 
the years. It was scarcely needed when the 
council proceeded mainly by consensus, and 
the Luxembourg compromise has not been 
tested since the Single European Act came 
into force. The veto was last wielded—by 
West Germany—in June 1985, when the 
Bonn government blocked a price cut of 196 
for its cereals farmers. 


The blocking game 

fore reaching for its veto, a member-state 
can do a lot to organise its opposition to a 
proposal under the majority-voting system. 
This is based on a weighted or "qualified ” 
- majority. The total number of votes in the 
council is 76. The four biggest countries— 
West Germany, Britain, France and Italy— 
have ten each. Spain has eight, Holland, Bel- 
gium, Greece and Portugal have five each, 
Treland and Denmark three apiece, and Lux- 
embourg two. It takes 54 votes to pass a law 
by “qualified majority”. Together the big 
five can muster only 48; the other seven 28. 
So a coalition of the seven smaller members 
cannot outvote the five bigger ones. Nor can 
the big five impose their will on a reluctant 
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__ The real game as the council gets into 
the more controversial bits of 1992 legisla- 
will be less about forming majorities 
than about putting together blocking mi- 
norities. With 23 votes against, a draft direc- 
tive is thrown out. It takes only two of the 
big four countries plus any other (except 
Luxem bourg, which is too small) to thwart a 
proposec W. 

- . Consider how the game might work. At 
- some time in the next two years the council 
vill have to vote on ending national quotas 
on imports of Japanese cars. The toughest 
restrictions are imposed by Italy, Spain and 
France. If the commission seems too gener- 
ous to Japan in its proposals, Italy and 
France will vote against them. Spain may 
hesitate; it is a base for Japanese investments 
‘in Europe and wants to attract more. So 
France and Italy would be looking around 
for another partner. This other country 
" (Oreece?, Portugal?) could choose to sell its 
‘support to France and Italy in return for a 
itment by them to join it in blocking a 
of 1992 legislation it does not like. 
Since there are still 150-odd directives to go, 
the choice is wide. 

_ So far, at the the half-way point in the 
1992 project, fewer than half of the 285 nec- 
essary directives have been adopted. None 
nas gone through since December. This is 
partly because of the way council business is 
. run under its six-month presidencies. Each 
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Jeux sans ironidires 


member-government (in alphabetical order 
in its own language) chairs the council in 


turn: Deutschland then Ellas last year, Es- 


pafia to be followed by France in 1989. Brit- 
ain will be in the chair for the six months up 
to the single-market deadline of December 
31 1992. The presidencies make a special ef- 
fort to get as many directives through by the 
end of their stint as possible. So decisions 
are bunched in June and December. 

That is also when the European Coun- 
cil, more familiarly known as the EEC sum- 
mit, takes place. These meetings (usually 
only two of them a year) of the EEC's heads 
of government tend to unblock some of the 
problems the lesser ministers have been un- 
able to deal with. The European Council 
has no formal status in Community deci- 
sion-taking: agreements reached there have 
to be formalised by the Council of Minis- 
ters. But its existence was at least acknowl- 
edged by the Single European Act. 


Meet Poco and Coreper 


So was the existence of Political Co-opera- 
tion (Poco to initiates). This is the forum, 
hitherto informal, where EEC foreign minis- 
ters meet to discuss the co-ordination of for- 
eign policy. Its best known production has 
been the formulation of a Community pol- 
icy on the Middle East, although it has also 
fired off statements on Central America, Af- 
ghanistan, South Africa, Libya (and, this 
week, on Iran). Despite its new official sta- 
tus, Poco has not spawned a large bureau- 
cracy. It has a tiny secretariat tucked away in 
a high-security wing of the council's head- 
quarters at the Charlemagne building in 
Brussels. 

Unlike a national government, the com- 
position of the Council of Ministers changes 
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with the subject being discussed. All told, 
there are more than a dozen different ver- 
sions of the council. The senior squad are 
the foreign ministers, who meet once a 
month to discuss the main issues. They also 
keep an eye on the council's other incarna- 
tions. Farm and finance ministers have 
monthly sessions too. The former have 
hours of argument; the latter like to think of 
their sessions as discreet (and brief) gather- 
ings of like-minded purse-holders. They 
have to loosen their collars and do without 
dinner when capital liberalisation or tax 
harmonisation is on the agenda. So-called 
specialist councils—of ministers of trans- 
port, the environment, industry and so 
on—meet less often, at three- or even six- 
month intervals. 

Preparation for the council sessions, of 
which there are about 80 a year, is done 
mainly by the Committee of Permanent 
Representatives, commonly known by its 
French abbreviation, Coreper. Only the 
farm and finance councils are prepared by 
separate specialised committees. Coreper, 
consisting of the ambassadors of the 12 
members, meets each week. The ambassa- 
dors negotiate on the commission's propos- 
als until they can produce a text ready for 
acea oco or until er reach $ 
point where the remaining problems can 
sorted out only by the politicians. 

The ambassadors themselves have little 
time for the trappings of their rank. Their 
reward lies elsewhere, in the proximity to 
power. It was said of one French permanent 
representative, Mr Jean-Marc Boegner, that 
he travelled to the foreign ministry in Paris 
every Wednesday to write its instructions to 
him for the next day's meeting of Coreper. 
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FRIENDLY FROM A TO Z. 


Gateway. As an excellent gateway for inter- 
national air traffic, Vienna's airport is becoming 
increasingly important. Its advantages: 
central location, short transit times, speedy 
check-in, close proximity to all departure gates 
and Austrian Airlines’ convenient connecting 
services to Eastern Europe and the Middle East. 
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The The shadow of the past 


ENTION Austria just a few years ago and 
most foreigners thought of tourism and 
Sachertorte, Mozart and Johann Strauss, Germany 
without the stress. Economists seemed in awe of a 
state which combined fast growth with low inflation 
and unemployment, where time lost through strikes 
averaged minutes per year. Amazing, so it was said, 
what this little country had managed; one raped by 
Hitler (who curiously had been born in Austria but 
turned really nasty only when he got to Germany), 
then occupied by foreign troops, but now was free, 
neutral and on good terms with East and West. 
Suddenly the euphoria disappeared. The Aus- 


trian economic machine began to judder; a lot of 


state industry went broke; what had looked like 
healthy "social consensus" seemed to have meant 
sweeping problems under the carpet. "We told you 
so," pundits said (who mostly hadn t). 

On top of the economic problems came ones of 
politics and history. Last year's 50th anniversary of 
the 1938 Anschluss threw up an uncomfortable 
question: was Austria really Hitler's first victim or 
his willing ally and a collaborator in Nazi crimes? 
Almost simultaneously a bitter international dis- 
pute erupted over Mr Kurt Waldheim, a former sec- 
retary-general of the United Nations who was 
elected Austrian president in 1986. Mr Waldheim 
was found by a group of international historians to 
have lied about his role as an officer in a unit which 
committed atrocities in the Balkans during the sec- 
ond world war. Instead of stepping down, the presi- 
dent stressed he had not been found personally 
guilty of war crimes and also pleaded loss of mem- 
ory, a claim which won him a prize from "Amnesia 
International" in a satirical television show. 
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Unflattering comparisons were drawn between 
Mr Waldheim and Mr Richard von Weizsäcker, the 
statesmanlike president of West Germany, who con- 
stantly urges Germans to face up to their past. The 
Austrians who had become so used to being com- 
pared favourably with the "ugly Germans" sud- 
denly found the position reversed. In a play by a 
modern Austrian dramatist, Thomas Bernhard, 
which was first staged last November, the country is 
even called a “sewer” and Vienna held to be more 
anti-Semitic than it was 50 years ago. The play is 
called “Heldenplatz’’—the "Heroes' Square" in the 
heart of the capital where tens of thousands of ec- 
static Viennese greeted the arrival of the Führer in 
1938. 

One significant lesson emerges from this all-too- 
abrupt change of judgment. It is that modern Aus- 
tria is comprehensible, economically and politically, 
only when set against its history. It is true that Aus- 
trians generally have done too little to come to grips 
with their Nazi past, and a ferociously critical work 
like Mr Bernhard’s stands out all the more for being 
rare. But if foreigners had looked more closely into 
Austria’s history themselves they might well have 
been less starry-eyed about the country in the first 
place and less bitter later. 

Clemenceau, with unemotional Gallic preci- 
sion, got it right w hen he defined Austria after the 
first world war as "what's left over". Until 1918 
Austria was part of a loosely knit empire of 50m 
Magyars, Czechs, Poles, Romanians, Croats and 


other peoples ruled for generations by the House of 


Habsburg. With the disintegration of the empire it 
became a rump state, cut off from much of its for- 
mer industrial wealth and with an oversized capital, 








Musterknabe 
oder Giftzwerg— 
model child or 
poisonous dwarf? 
Austria has been 
widely seen as 
first one then the 
other. Jonathan 
Carr, our Bonn 
corresbondent, 
argues it Is 
neither—but a 
country easy for 
others to misjudge 
and one that is 
slowly losing its 
own illusions 
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Vienna, perched awkwardly in the extreme east. 
Few of its people, almost all German-speaking, felt 
this bleeding chunk of territory was a nation in its 
own right. The constitution referred to "Deutschós- 
terreich"—QGerman Austria. But in the peace treaty 
of St Germain in 1919 the wartime victors forbade 
the expression and any kind of union with 
Germany. 

The following years dealt Austria most of the 
same blows which finally brought down Germany's 
Weimar republic—hunger, mass unemployment, 
hyperinflation and extremism. They culminated in 
February1934 in a brief but bloody civil war. When 
Nazi forces marched across the border in 1938 and 
the Anschluss was declared, that was not the way 
most Austrians wanted union to happen; but the 
aim of union itself was widely desired. Austria was 
on its knees and its democratic parties had fought 
one another to exhaustion. “Were we Hitler's vic- 
tim or his ally?" asks Mrs Erika Weinzierl, one of 
Austria's most distinguished modern historians. 
“The truth is we were both." 

That is just one of the peculiarities of the 
Anschluss and its aftermath. Another is that Aus- 
trian political (and social) consensus, a mainstay in 
the rise of the second republic after [945, was born 
in Nazi prisons and concentration camps. Austrian 
politicians, who had been at one another's throats 
before Hitler came, made their peace behind barbed 
wire and swore never to make the same mistakes 
again. 

Small wonder, against that background, that af- 
ter the first postwar elections in 1945 a “grand coali- 
tion" government was formed between the two 
main parties, the conservative Osterreichische 
Volkspartei (Austrian People's party—Ovp) and 
the Sozialistische Partei Österreichs (spd). There 
was also a communist minister who dropped out in 
1947. One early move of the coalition was to 
nationalise much of industry and the banks—not 
for ideological reasons but to defend national sover- 
eignty over what were classed as “German assets", 
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and would have been taken over by the occupying 


victor powers. Once nationalised they stayed 
nationalised. Only now is the state cutting its stakes, 
though it still aims to keep control. 


The Austrians got used to their grand coalition, 
which lasted until 1966. By committing themselves 
to neutrality they also got rid of occupation by all 
foreign troops in 1955. The economy chugged along 
well. After the nightmare years between the two 
world wars, the new Austria seemed sweet indeed 
for most of its 7.5m citizens. The wine—almost liter- 
ally—turned sour in the 1980s for three main 
reasons. 

First, the absence of an effective political oppo- 
sition, however understandable after the bitter 
strife of the 1920s, meant democratic dissent and 
control was lacking. This encouraged corruption, 
inefficiency and "jobs for the boys” in much of pub- 
lic life under the notorious “Proporz”’ system (dying 
but not yet dead). Top jobs in the state concerns 
were divided up according to political affiliation 


rather than personal competence. A “red” (Social- 
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Investors have shared a secret for many years: Austrian Schilling Government Bonds provide excellent returns for 
a AAA risk. What is more, foreign investors pay no withholding tax. | 
For more information contact Austria's leading investment bank and speak to Herbert Pieringer in Vienna on 
222-71194/3660, to Philip Wright or Mike Frayn in London — at Girozentrale Gilbert Eliott — on 01-7262436 or 
01-606 0431 or to Silvio Ernst in Zurich at Bankinvest on 01-204 1511. 
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May be it's the most secret banking 
secrecy in the world; may be it’s interest- 
ing business; may be also it's just fun. 
What ever it may be that makes you visit 
Tyrol or other parts of Western Austria: i 
when it comes to banking, the first 
address in this area is the Tiroler Spar- 


EI kasse (the Tyrol Saving Bank). 
ab As number one in private and commercial 
M business. And with traditional (and useful) 
5 connections to Central European econom- 
ics 


; You will find Tiroler Sparkasse branches in 
a! Jungholz, on Austrian endove within the 
DM currency area; in Bolzano, Italy; ond 
also in Vienna. As substantial sharehol- 
ders of the Bank Union Frankfurt am Main 
AG, we ore present in Frankfurt. And also 
Zurich appears on our list of addresses. 
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ist) party card could be crucial to finding a good flat 
in Vienna; membership of a “black” (conservative) 
club a guarantee of similar perks elsewhere. This 
came on top of a truly imperial-sized bureaucracy 
which survived the Habsburgs. Even now, to get 
things done quickly in Vienna it is vital to know the 
“appropriate channels”. 

Second, the recession induced by the oil price 
shocks of the 1970s finally showed up the structural 
weakness of the state sector. Faced with a sharply 
rising budget deficit, the government simply could 
not go on subsidising loss-making, over-manned 
firms. | 

An inevitable come-uppance, one may say now; 
but a decade or so ago little Austria seemed to be 
managing an economic conjuring trick (dubbed 
"Austro-Keynesianism") which made most other 
countries squirm with envy. Austria “went for 
growth” in the mid-1970s, taking aboard bigger 
budget and trade deficits. But instead of reaping 
higher prices its inflation rate (as well as unemploy- 
ment) stayed low. 

There were two “magic ingredients". One was 
that, instead of devaluing to cope with the trade def- 
icit, Austria kept the schilling hard by tying it to the 
D-mark to depress imported inflation and whip ex- 
porters into trying harder; the other was the famous 
"social consensus". [n return for the government's 
expansionary, fullemployment policy, the trade 
unions—well organised and firmly led by moderate 
leaders—accepted lowish wage settlements and so 
helped keep costs down. Both these elements, the 
hard-currency policy and trade-union moderation, 
are still intact though the latter is a bit bruised; but 
the bill the government faced for its part of the bar- 
gain got too big. 

Third, the Waldheim affair and the anniversary 
of the Anschluss forced Austrians (and foreigners) 
to look at recent history more closely. The mayor of 
Vienna, Mr Helmut Zilk, identifies three main Aus- 
trian failings since the war: in trials against former 
Nazis small fry were often convicted while big fish 
slipped through the net; the involvement of Austri- 


The hurt of the past 
ans in the killing machinery of the Third Reich was 
often overlooked because it was politically expedi- 
ent to do so; and systematic efforts were not made to 
repatriate emigrants who fled the Nazi terror. One 
result of the latter is that Austria missed a chance to 
revitalise its artistic and intellectual life, which had 
been decimated by the slaughter of the Jews and 
other victims. 

Why didn’t Austrians face up to those failings 
sooner? Partly because, like the West Germans, they 
jumped too quickly from destruction and misery to 
economic success to have had much time to mull 
over the past. But they also had one reason which 
the Germans did not. In the so-called Moscow dec- 
laration of 1943 Russia, America and Britain agreed 
that "Austria, the first free country to fall a victim 
to Hitlerite aggression, shall be liberated from Ger- 
man domination. [They] regard the annexation im- 
posed upon Austria by Germany on March 15 1938 
as null and void”. If the big powers saw Austria as a 
victim, who were the Austrians to argue otherwise? 





Coalition, not consensus 


HE man heading efforts to shift this jam of 

problems from the past afflicting the present is 
the Socialist chancellor, Mr Franz Vranitzky. At 
first glance he does not look ideal for the job. A 
boyish-looking 51, sleek and a bit portly, Mr 
Vranitzky speaks at the measured pace of one seem- 
ingly with time on his hands. Before becoming fi- 
nance minister in 1984 and then chancellor he 
made a career in banking. On the way he won a 
reputation as a trouble-shooter, pulling a big state- 
controlled bank, Osterreichische Landerbank, out 
of trouble in the early 1980s. But that feat did not 
make him an obvious choice to handle a triple crisis: 
in the economy, the state and his own party. 

The appearance is deceptive. Mr Vranitzky has 
a tough streak which probably comes from his fa- 
ther, a militant Socialist who defied the Nazis, and 
he is doing much to force Austrians to face uncom- 
fortable truths. He publicly scorns the “helpless vic- 
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tim’’ view of the Anschluss; he has started to dis- 
mantle the "Proporz" system in state-owned 
companies (though he reckons abolishing it in the 
civil service will take a generation); and he stresses 
that only a leaner, fitter Austrian economy can sur- 
vive the growing squeeze of international compe- 
tition. "Those who don't battle all che time to get to 
the top and stay there will drop out of the race alto- 
gether," he says. Quite a change from cosy 
consensus. 

That attitude helps explain why a lot of restruc- 
turing is going on in the state-controlled industries 
with little outward fuss. How does Mr Vranitzky 
carry his party with him, and why aren't the conser- 
vatives in charge? This should surely be their hour, 
as it is in Mrs Margaret Thatcher's Britain and, to a 
lesser extent, in Mr Helmut Kohl's West Germany. 

The Austrian conservatives had a great chance 
in the wake of the "Kreisky era", that period from 
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Socialists and 
conservatives are 
back in 
government 
harness, and 
disliking nearly 
every minute of it 
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1970 to 1983 when the Socialists ruled alone under 
the outstanding postwar chancellor, Mr Bruno 
Kreisky. With a formidable blend of cunning and 
folksy charm, Mr Kreisky pushed through social re- 
form at home and won for Austria abroad a clout 
out of all proportion to its modest weight. But in his 
later years as government leader, his health- and 
prestige suffered; party scandals multiplied, the 
economy went sour and voters rejected his advice 
that Austria should use nuclear power to cut its de- 
pendence on energy imports. 

[n the 1983 general election the Socialists lost 
their absolute majority and Mr Kreisky stepped 
down. He was replaced as chancellor by his party 
colleague Mr Fred Sinowatz, who looked surprised 
to get the job and kept it for only three years at the 
head of a floundering alliance with the small "third 
force’, the Freedom party. In the 1986 presidential 
election Mr Waldheim, backed by the ÓvP and cam- 
paigning on the slogan "a man the world trusts”, 
got the head-of-state job. It was the first time since 
1945 that a candidate not nominated by the Social- 
ists had been elected president. Everything seemed 
to be running the conservatives' way. 

[n practice the Ove was unable to drive home its 
advantage. It had grown sleepy after decades of con- 
sensus politics and it lacked a leader with enough 
punch to give the Socialists a knock-out blow. Mr 
Alois Mock, the party chairman and foreign minis- 
ter in the present coalition government, is more the 
bridge-playing than the boxing type. He displays 
most passion when attacking, with the sour look of 
one who has backed a winner but is denied the prize 
money, what he calls "the campaign of hatred and 
lies" directed at Mr Waldheim. 

Mr Mock might have been chancellor had not 
Mr Vranitzkv, coming from almost nowhere, 
proved to be just the ticket for the befuddled Social- 
ists. With a persistence and dynamism which few 
outsiders expected, he stopped the rot and helped 
the Socialists win 3 more seats than the ÓvP in the 
1986 general election. The old grand-coalition team 
re-emerged in January 1987, and in early 1989 it was 
still there although Mr Vranitzky and Mr Mock get 
in one another's hair and there have been several 
mini-crises. At one stage Mr Vranitzky nearly 
stepped down over the Waldheim affair, then 
thought better of it. His resignation would have top- 
pled the coalition but not the unbudgeable presi- 
dent. Mr Waldheim is clearly determined to stick 
out his six-year term, come what may. 

Mr Vranitzky has two things in his favour. One 
is that the Socialist party, founded exactly a century 
ago, is traditionally disciplined and closes ranks be- 
hind its leader. Sometimes it has done so a bit too 
much for its own good-as in the 1920s, when in the 
name of party unity it became too passive and over- 
reliant on its boss, Otto Bauer. But that tradition 
helps Mr Vranitzky now, even though it does not 
stifle all the squawks from the party's left. 

Second, it became clear to most people, what- 
ever their politics, that the old Kreisky technique of 
deficit spending to ensure that the “jobless stay off 
the street" simply could not go on. The policy 
switch to austerity began even before Mr Vranitzky 
entered the government. He continued it as finance 
minister and now, as chancellor, he is throwing his 
weight behind part-privatisation too, cutting state 
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Mock: the chancellor that may never be 
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holdings in industry and the banks. That means ex- 
tra cash to stuff budget holes. It also helps to boost 
Vienna's small but increasingly sturdy stockmarket. 
The net budget deficit, which doubled between 
1981 and 1986 to more than 5% of Gpp, has been 
falling since then and is expected to be down to 
about 4% of GDP this year. Even hard-core left-wing- 
ers who hate the trend have been dragged along 
with the argument that this is, in part, the tribute 
which has to be paid for the coalition with the 
conservatives. 

What, asks Mr Vranitzky rhetorically, would 
the left prefer: an alliance between the Ove and the 
Freedom party which, despite its liberal preten- 
sions, is pretty far to the right? In fact the ÓvP would 
not like that either (though it is careful not to rule it 
out altogether), because the Freedom party is led by 
Mr Jórg Haider, aged 37, whose tub-thumping 
speeches have made him the enfant terrible of Aus- 
trian politics. Mr Haider has much of the charisma 
Mr Mock lacks and is attracting a small but growing 
slice of the conservative vote; in government har- 
ness with the ÖVP he might well draw still more. 

That is another factor pushing the two big par- 
ties to soldier on together, and it underlines a basic 
problem in Austrian politics. In West Germany the 
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balance of power is also held by a small third force, 
the Free Democrats; but that party is firmly in the 
political centre and its leaders do not have Mr 
Haider's volatility. That has meant generally stable 
government, with just one major change in the past 
two decades from centre-left to centre-right; but the 
government is also under constant criticism from a 
pretty strong parliamentary opposition. That is a 
model which could serve Austria well but which is 
not available, at least for the moment. 

Although the “third forces" in the two coun- 
tries differ, there are clear recent parallels between 
the big left-wing parties, the Austrian Socialists and 
the West German Social Democratic party. Both 
had chancellors who pushed for social reform at 
home and had a high profile abroad, Mr Kreisky 
and Mr Willy Brandt. Both leaders fell not least be- 
cause of economic problems they were ill-equipped 
to deal with, Mr Brandt in 1974 after the first oil 
shock, Mr Kreisky nine years later after the second. 
Both were succeeded by pragmatic finance minis- 
ters, Mr Vranitzky and Mr Helmut Schmidt, who 
forced their grumbling parties to drop a lot of their 
illusions; and both the new men drew around them 
teams of managerial types, short on ideology but 
long on competence. 





New look for OIAG 


T of the Vranitzky team are worth noting be- 
cause their jobs are among the most vital, and 
nastiest, on offer. One is Mr Rudolf Streicher, min- 
ister of public economy and transport; the other is 
Mr Hugo Michael Sekyra, head of the O1AG, the um- 
brella organisation which controls much of state- 
owned industry The OIAG, which stands for 
Österreichische Industrie Holding AG, is easily the 
country's biggest industrial group. It accounts for 
more than 2096 of industrial investment, 1796 of ex- 
ports and 15% of jobs in manufacturing; and it has 
been making thumping losses. If Mr Streicher, pull- 
ing strings in the background as the representative 
of the O1AG’s state owners, and Mr Sekyra can drag 
the monster into the black and keep it there, they 

will not only do the Austrian economy a good turn. 


They will also boost Mr Vranitzsky's chances in the 
next general election which, barring earlier upsets, 
is due next year. Three years ago their chances 
seemed slim, despite a hefty aid package of 
ASch32.4 billion for the ÓtAG voted by parliament. 
Today those chances look good. 

Austria's nationalised industry was not always 
in a mess. It played a big role in postwar reconstruc- 
tion and was profitable until well into the 1970s. 
Occasional stabs were made at streamlining it, but 
so long as it was in the black no one seemed to 
bother much about it. In one such move in 1973 the 
Voest and Alpine Montan companies were merged 
to form the ÓtAG's biggest single unit, the Voest- 
Alpine steel and engineering group with a high in- 
ternational profile. But on the whole the ÖIAG 
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State industry is — 
getting its first — 
thorough shake-up, 

but do not expect 
much of it to land 
in private hands 
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stayed a mess, with only the loosest of control at the 
top and little rhyme or reason below. Its units fre- 
quently duplicated effort and competed with one 
another; its investment was heavily concentrated on 
basic industries like steel instead of on fast-growing 
hi-tech sectors; and political interference, thanks to 
the notorious Proporz, blocked rationalisation and 
job-cutting. Mr Sekyra, a technocrat not given to 
hyperbole, says “inexcusable errors were made.” 

The crisis came into the open in 1985. Voest- 
Alpine ran up even bigger losses than expected be- 
cause of blunders made by its oil-trading unit. The 
whole Voest board was dismissed. Along with heavy 
losses in chemicals, that pushed the ÓtAG a record 
ASchl4 billion into the red for the year and 
shocked the government into action. The Proporz 
system at the ÓOIAG was dropped, a new manage- 
ment, including Mr Sekyra, appointed and the 
holding company at the top given more power to 
sort out the group's tangled affairs. 

The reshaping of the OIAG is much the biggest 
and most complex operation of its kind in Austrian 
history, but has just three main aims behind it. One 
is to refocus the group's investment effort from ba- 
sic industries to new ones with better growth pros- 
pects like electronics and specialty chemicals. A sec- 
ond is to internationalise the group, only 696 of 
whose employees work abroad. 

The third, initially the most important, is to 
give the group a more rational structure. That 
meant decentralisation so as to create profit centres 
while ensuring there was enough control at the top 
to avoid the old sins of duplication. In practice it has 
been achieved by splitting off dozens of company 
divisions, giving them separate corporate identities 
(usually as limited-liability companies); then re- 
grouping them under seven holding companies— 
one each for steel, machinery and plant construc- 
tion, electricals and electronics, non-ferrous metals, 
mining, oil and gas and chemicals. That means, for 
example, that Voest-Alpine's steel interests have 
been drawn into the steel holding company, its 
other divisions into the engineering one along with 
the engineering activities of a former competitor. 





The reorganisers: Streicher and Sekyra 





Broad strategy on investment, joint ventures and 
the like is co-ordinated between Mr Sekyra and the 
bosses of the seven holding companies. "I am not 
interested in the politics of my managers, ” says Mr 
Sekyra. "I am very interested in making sure the 
business shows a profit." 

It looks well on the way to doing that. That 
ASch14 billion loss in 1985 was cut to less than 
ASch3 billion last year. This year Mr Sekyra expects 


. to break even. Another Austrian miracle? Maybe, 


but note three things. 

The restructuring would have been impossible 
without that injection of state money which allowed 
the ÓtAG to wipe off losses and to provide a firm 
capital base to the new holding companies. The 
group also made around ASch3 billion by selling off 
bits of its sprawling empire. And Mr Sekyra's efforts 
have been flanked by an unexpectedly strong eco- 
nomic upturn, which last year brought about 3.5% 
real growth in GDP. Moreover the trade unions did 
not rebel as the ÓtAG chopped about 20,000 jobs to 
reduce its labour force to fewer than 90,000 be- 
tween end 1985 and end 1988. That shows the 
union leaders were realistic, but they were also en- 
couraged to be so by growing unrest among private- 
sector workers tired of paying taxes to help 
subsidise other people’s jobs. 

There is still lots to do. It is easy to talk about 
"internationalising" the group, far harder to do it 
virtually from scratch. The O1AG is on the hunt for 
mergers and acquisitions, especially in the EEC, 
America and East Asia. A subsidiary has been set up 
in Frankfurt to keep watch for likely candidates. But 
it is still a huge jump from there to the kind of bal- 
ance between domestic and foreign activities Mr 
Sekyra reckons he needs. 

What is true for the O1AG goes for other Aus- 
trian firms too. Many have been slower to build a 
foreign presence than, say, companies in 


neighbouring Switzerland. Research and develop- 
ment spending is low, at just 196 of GDP compared 
with about 296 in West Germany. The Austrians 
have done too little to develop services apart from 
tourism. Some Austrians think all that does not 
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Creditanstalt 
isntthe biggest 


international 
bank. 


Apple 
isntthe biggest 
international 
computer 
manufacturer. 


The qualities that separate a good bank from a 
great bank have nothing at all to do with size 

At Creditanstalt we combine innovative thinking 
with personal service and traditional Austrian 
discretion. 


Our rapidly- growing list of clients is increasingly 
impressed by the diversity of our skills. From 
East-West countertrade (where we are second 
to none) to sophisticated financial instruments 
in the Euromarkets, Creditanstalt is earning a 
reputation for creative, efficient solutions 


CREDITANSTALT 


Your success is Our success 


Creditanstalt Head Office: Schottengasse 6, 
A-1010 Vienna. Telephone: (0222) 53131-1151 
Offices in Atlanta, Budapest, Buenos Aires, Dubai, 
Hong Kong, London, Milan, Moscow, New York, 
Prague, San Francisco, Tokyo 
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THE BEAUTY 
OF AUSTRIA 


(As seen by GM.) 


These four market leaders have at 
least one thing in common: Austria. 
They looked behind the dazzling 
scenery to find a choice manu- 
facturing opportunity in the highly 
industrial heart of Europe. 

Together, these four companies 
have an investment of two billion 
dollars in Austria, producing state- 


of-the-art engines, transmissions, tele- 


com equipment and compact discs. 

They're not alone. More than a 
thousand companies — including 
giants like Alcatel and Siemens — 
have established extensive facilities 
in Austria. 


Austria, outstanding in growth 
of GNP, productivity and export 
sales, offers German quality and effi- 
ciency at 30 percent lower produc- 
tion costs. Skilled labor with 
virtually no strikes. A centralized 
location offering duty-free access to 
all European markets. All adding up 
to Europe's most promising return 
on investment opportunity. 

Plus a wide range of incentives 
ranking among the best in Europe. 


Shouldn't your company get a 
complete picture of the beauty of 
business in Austria? 


(As seen by Philips.) 





Write or phone: 
[CD-Austria/ Main office: 
Opernring 3, A-1010 Vienna 
Phone: (222) 588 58-0 
Telefax: (222) 56 86 59 


ICD Austria/ US offices: 
747 Third Ave., New York, NY 10017 
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Telefax: (212) 980-7975 
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Telefax: (415) 321-7388 
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matter much because receipts from tourism help to 
make up for the deficit on visible trade and keep the 
current account just about in balance. But people 
like Mr Sekyra and Mr Vranitzky know that it does 
matter. 

You do not have to be long at the O1AG’s head- 
quarters to realise that a new era is at hand. From 
the outside the building looks as though it might 
have been built for a Habsburg emperor; inside, all 
is fresh paint, natty new furniture and ultra-modern 
lighting. The hunt is on for a new name too. The 
group plans to launch a convertible-bond issue and 
rightly feels it must call itself something sexier than 
OIAG to attract international investors. Does that 
mean the group is on the way to becoming a faceless 
multinational, maybe even ending up in non-Aus- 


trian hands via a bout of privatisation? 

Mr Sekyra’s answer is a firm No. The headquar- 
ters of the group must stay in Vienna, he says, and 
control should rest with the state. In practice that 
means that the holding companies must not be sold 
off (part of the oil and gas one, OMV, already has 
been, but that is regarded as a solitary exception). 
Below the holding companies most things are up for 
grabs. Partners, including foreigners, who bring ac- 
cess to new products and markets are being encour- 
aged to buy in; some of the companies will be sold 
off altogether if they do not fit evolving group strat- 
egy. In a decade or so the ÓrAG “Mark Two” will be 
very different; but it looks as though it will still be 
the heart of Austrian industry, and the state will still 
have the final say. 





The coming whirlwind 


ONTROL remains the government's aim in 

other main state sectors too, despite the wave 
of privatisation now under way. The broad princi- 
ple is to cut the state's shareholdings, remove day- 
to-day political interference in management and su- 
pervision, but retain a stake in the big enterprises of 
at least 5196. That also goes for the big nationalised 
banks, Creditanstalt-Bankverein and ter- 
reichische Lánderbank. Whether the banks will in 
fact stay under state control for good is another 
matter. If what is happening at the OIAG is an earth- 
quake in industrial terms, a whirlwind is starting to 
swirl around the country’s finance. 

Strictly speaking it is the second whirlwind to 
hit Austrian finance in a decade. The first i a 
blowing in 1979 when a new and liberal banking law 
brought over-hasty deregulation. In the resulting 
rush for growth, proft margins and capital-to-asset 
ratios plunged to among the lowest in international 
banking. A 1986 amendment to the law has stead- 
ied things up. It forces the banks to boost capital 
ratios by stages, but also makes it easier for them to 
do so (for instance, by allowing for the first time the 
issue of participation certificates). 

That is making the banks fitter but it does not 
alone ensure they have the right size and structure 
to compete in the 1990s. In the small Austrian pond 
the top banks look big fish; but internationally they 
are more like tiddlers. The biggest, Creditanstalt, 
just makes it into the world's top 100 banks in terms 
of assets. The banks face two dangers. One is that 
they will not have the international presence and 
range of services to meet the needs of corporate cli- 
ents like the OIAG which are pushing abroad. The 
other is that foreign banks will set up shop seriously 
in Austria to challenge the locals on their own 
ground. It seems only a matter of time before the big 
German banks, for instance, muscle in for a slice of 
the best action. 

The second whirlwind thus seems set to blow 
together some proudly independent rivals. Con- 
sider the following top banks and their bosses, and a 
few likely marriages start to emerge. 
€ Creditanstalt is heavily traditional, with leather 
chairs, wood-panelled offices and Earl Grey tea. The 
managing director (who is the boss), Mr Guido 
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Schmidt-Chiari, is the son of a former foreign min- 
ister of Austria, but that does not mean he wel- 
comes state control of his bank. On the contrary, he 
makes it pretty clear (without quite saying so) that 
he would love the politicians to buzz off and leave 
banking to bankers. His predecessor, Mr Hannes 
Androsch, a former (Socialist) finance minister, 
stepped down a year ago after a financial scandal. 
Conservatives and Socialists then slugged it out 
over who would succeed him. Mr Schmidt-Chiari 
eventually got the job— not, it is said, because of his 
(blackish) politics but because he is a professional 
who has been three decades with Creditanstalt, and 
because an appointment from outside the bank 
would have badly hit morale inside it. At least Mr 
Schmidt-Chiari had to wait only a couple of months 
before being appointed. The presidency of the na- 
tional bank stayed vacant much longer last year be- 
cause the politicians could not decide who should 
get the job. 

e Landerbank was the one headed by Mr 
Vranitzky before he became finance minister. His 
successor, Mr Gerhard Wagner, is trenchant about 
most questions except the most intriguing one— 
whether his bank is heading for an early merger. 
Lünderbank preens itself on being up with the latest 
financial innovation, but it looks even more tradi- 
tional than Creditanstalt. What seems to be a 
throne graces the thickly carpeted lift which wafts 
visitors up to Mr Wagner's office. 

e Girozentrale Vienna. As the central bank for 
the Austrian savings banks (the biggest banking sec- 
tor), it has been able to leave the retail side alone 
and concentrate on international and investment 
banking. lt is famed for aggressive management 
(though its managing director, Mr Karl Pale, is a 
gentle soul) and its rivals snort that it is boastful. 
Maybe, but then it has quite often had its nose in 
front of them—for instance, by concentrating its in- 
vestment banking in London, buying a brokerage 
house there, and by syndicating schilling floating- 
rate notes abroad. 

e Die Erste Osterreichische Spar-Casse-Bank 
is thus named because, when founded in 1819, it 
was the Austrian empire's first savings institution. 
Thanks to its go-ahead boss, Mr Hans Haumer, a 
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Number of banking 
offices ....-................55 





bright multilinguist who used to work for the Inter- 
national Monetary Fund, it is diversifying strongly 
and began four years ago to set up offices abroad. 

e Finally—and — appropriately—"Z" or the 


Zentral-sparkasse, Austria's biggest savings bank. ' 


It is controlled by the (Socialist) city of Vienna and 
makes no bones about its social commitment. Its 
chief, Mr Karl Vak, prefers to talk little about fi- 
nance, much about youth problems and protecting 
the environment. More than half of the bank's 
1988 report is devoted to forthright articles about 
the Anschluss including one called "Having to live 
with Mozart and Eichmann.” 

Which banks are ripe for merger? Two in par- 
ticular of the above would complement one another 
nicely—Linderbank and the “Z”. The former, in 
contrast to the “Z”, is fairly strong abroad. The lat- 
ter has a huge pool of savings deposits, making for 
cheap re-financing and higher profits than 
Lánderbank's. The two together would make a for- 
midable unit bigger than Creditanstalt in total as- 
sets. The politics is right too, for what that factor is 
still worth. Both Landerbank and "Z" are "red". 

If that merger went through (and the chances 
are it will eventually), it would start a landslide. The 
next likely move would be towards close links be- 
tween Die Erste and Girozentrale, probably 
through some kind of holding company into which 
other savings banks could be drawn. That would 
leave Creditanstalt facing two strong rivals, but 
without an obvious domestic partner. That need 
not matter. Creditanstalt can take a different road. 
It is powerful at home anyway (90 of the country's 
top 100 companies bank with it) and quite well 
placed abroad. It reckons it would benefit from see- 
ing small packages of its shares (say around 2-396 
each) placed with non-bank clients at home and 
abroad, to underpin and encourage business. An- 
other reason why Mr Schmidt-Chiari wants the 
state out? 

The result of all this would be a few broadly 
based groups competing on fairly even terms. None 
would be a giant in the international, or even Euro- 
pean, market. But they would be roughly compara- 
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ble in scope with the Bavarian banks, not the big- 
gest in West Germany but among the most 
profitable. Add to that the attraction of Austrian 
banking secrecy, which is second to none (including 
the Swiss), and the outlook for a revamped business 
looks reasonably bright. 


Brighter bourse 


Cobwebs are also being blown away from the Aus- 
trian stockmarket. To its own surprise the Vienna 
bourse outperformed virtually all world stockmark- 
ets in 1985; and it plunged less dramatically than 
most after Black Monday in October 1987. With a 
capitalisation of around ASch106 billion it is still 
only a mouse by international standards, but until 
four years ago it was easy to forget it existed at all. 
The vast stock exchange building, which once rang 
with the cries of share-dealing in companies right 
across the Habsburg empire, seemed as lively as a 
mausoleum. When Girozentrale brought the 
Mautner Markhof company to the Vienna bourse 
in 1984, it was the first new domestic share issue for 
18 years. 

Since then there have been more than a score of 
newcomers, like Ottakringer, a family-owned brew- 
ery, and AKG, which makes some of the world's best 
microphones. More such companies are waiting in 
the wings. They are a reminder that there really is a 
private sector out there, albeit overshadowed by the 
ÓIAG and the industrial firms still held by the state- 
owned banks. A lot of family businesses still spurn a 
public share issue because they hate the publicity 
requirements; but more are gradually losing their re- 
serve and coming to market. 

Most of the newcomers are small. It is the gov- 
ernment's privatisation programme which so far 
has offered the main action for investors. There 
have been three main sales so far: 

e 15% of ÓMv, the country's leading oil and gas 
company and part of ÓiAG, in November 1987. 

e 24.296 of Austrian Airlines, the national airline, 
last May. 

e 49% of Verbundgesellschaft, Austria's biggest 
utility company, last November. This was the big- 
gest stock offering in Austrian history, raising more 
than ASch5 billion. 

That alone has not turned the Austrians into a 
nation of stockmarketeers. At present only around 


140,000 of them hold shares. But there are other 
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— bringing in private schemes alongside the (heavily 
subsidised) state one. If that goes through, it should 


mean pension-fund managers ploughing money 
into the market as they do in America and Britain. 

stockmarket boost after many dull years; a 
spate of new issues from firms previously publicity- 
shy; ideas to revamp the pensions system—all that 
parallels developments in West Germany. Both 
countries are pushing through big tax reforms too. 
But Austria’s Socialist finance minister, Mr Ferdi- 
nand Lacina, is getting cheers denied to his conser- 


That looks oc P e Era SCR IX 
common. introduce a withholding tax on in- 


terest income and close a lot of loopholes, but 
sweeten the medicine with income-tax cuts. The dif- 
ference is that the Germans announced plans for 
their so-called "tax reform of the century" prema- 
turely, then introduced the benefits so gradually 
that voters hardly noticed them. The Austrians 
broke the bad tax news first, then followed it up 
with the good when voters had resigned themselves - 
to the worst. Mr Stoltenberg could learn little about 
finance from Mr Lacina, but he could usefully take a 
lesson from him in psychology. 





To join or not to join 


FAR this has been largely a domestic tale of 

some home truths having to be faced and a few 
sacred cows slaughtered. That alone gives Austrians 
plenty to be going on with. But abroad they are fac- 


-ing changes which are, if anything, even more be- 


wildering. Hitherto Austria has been adept at hav- 
ing its cake and eating it at tables in both East and 
West. Now it is is worrying how long the feast is 
going to last. 

Austria is a member of the European Free 
Trade Association (EFTA) but, along with its part- 
ners, it negotiated an accord which allows its indus- 
trial goods to enter the EEC duty-free (and vice 
versa). That gives it one big boon of the EEC without 
the drawbacks of membership, such as having to 
pay into the Brussels budget or striving for a joint 
stand on international political issues. 

Austria has also cultivated relations with East- 
ern Europe. By emphasising its neutrality it was able 
to win a role as a bridge between East and West. It 
was never a really big role (although it was often 
talked about as though it was); but it did bring some 
extra political leverage as well as economic benefits 
to Vienna. For example, nowhere is there a bigger 
concentration of expertise in the exotic field of East- 


West barter trade. Those who believe such business 
can be done just as effectively down a telephone 
should visit the Café Schottenring in Vienna 





where, one morning a month, the barter experts 
meet to exchange well-nigh incredible tips and tales. 

Two developments are now upsetting this cosy 
picture. The first is the EEC's drive to create a bar- 
rier-free market between its members from the end 
of 1992. Initial scepticism in Austria (as elsewhere) 
has given way to the conviction that the single mar- 
ket really is going to happen, if not quite when the 
EEC says then not much later. Austria cannot afford 
to be shut out of it. About two-thirds of Austria's 
exports go to the Community, and some 7096 of its 
imports come from it. 

Why worry? Do not influential leaders like Mr 
Helmut Kohl, the West German chancellor, insist 
that the single market must not mean the creation 
of a "fortress Europe" with new trade and other 
barriers against the world outside? They do— but 
Austrians are unsure that view will prevail. Even if it 
does, Austria would still be locked outside the bene- 
fits which look likely to emerge in an integrated 
market of 320m consumers. The goodies may not 
turn out to be quite as juicy as the Cecchini report 
for the European Commission suggests (nearly 2m 
extra jobs, more economic growth and so on); but 
Austrian mouths water all the same. 

The debate on the EEC issue in Vienna has been 
more drawn-out than a Bruckner symphony. It has 
seen three main phases. During the first the Austri- 
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ans hoped, understandably on past form, that they 
could link into the single-market benefits without 
joining the EEC. There was much lofty talk of a 
“three-prong” strategy: multilateral EFTA-EEC nego- 
tiations on topics where the EFTA states have a com- 
mon interest; bilateral negotiations on those where 
they do not (like Austria's yen to limit noisome 
transit traffic, much of it from the EEC); and autono- 
mous legislation by Austria to ensure its industrial 
norms, diplomas and the like do not get out of line 
with those in the Community. 

That seems business-like, but there are big 
flaws. The main one is that the EEC is not keen to 
negotiate special arrangments for non-members, es- 
pecially when it has its hands overfull with the 1992 
programme. As for autonomous legislation, are 
Austrians really ready to match EEC rules they have 
played no role in forming? Better surely, argue offi- 
cials in Mr Mock's foreign ministry, to join the club 
and hence win a direct influence on its decisions. 
Following that advice would not bring early help, 
because even if Austria put in an application at once 
no one believes it could become a member until well 
after 1992. But the officials reckon the single-mar- 
ket deadline may slip and that in any case the 
sooner Austria gets started the better. 

In phase two of the debate, the pro-marketeers 
seemed well on top. Not surprisingly, they were led 
by the national bank which, with its hard-currency 
policy, has helped keep Austria's inflation rate min- 
imal. In practice this has meant pegging the schilling 
to the D-mark and thus becoming an unofficial 
member of the European Monetary System (EMs). 
The bank takes part in daily policy co-ordination by 


telephone with the EEC central banks and has no 
qualms about treating the ecu, quoted on the Vi- 
enna bourse since 1986, like any other currency. In- 
deed Austria has been more friendly than West Ger- 
many, a founder member of the EMS, towards 
Europe's fledgling currency. 

Industrialists are keen on joining the EEC too, 
but stress that Austria will not be going to Brussels 
"cap in hand”. Present estimates are that Austria 
would pay a lot more into the EEC budget than it 
would get from it. "We are just the kind of candi- 
date the Community should love," one boss said 
sourly. Even the trade unions are broadly in favour 
though, like many of their brethren in the EEC, they 
are worried that social benefits might be watered 
down in a more competitive single market. 

In the third phase, the economic arguments 
have been pushed into the background by a tricky 
political question—whether EEC membership 
would be compatible with Austria’s neutral status. 
The answer depends a lot on what kind of political 
organisation the EEC will eventually become: a loose 
group of co-operating sovereign states, as Mrs 
Thatcher wants, or the tightly knit union federalists 
prefer. But Austrian doubters point to things like 
intensifying foreign political co-ordination in the 
EEC (rudimentary though much of that still is); to 
the founding of a Franco-German brigade; and to 
Mr Kohl’s prediction that there will one day be a 
European army. Strictly speaking, military matters 
are not dealt with by the EEC, bur will it always be 
possible to keep them separate from broader "secu- 
rity” and economic ones? Austrian sceptics fear it 
may not and that their country will lose its function 
as an East-West bridge by jumping with both feet 
onto the western side. 

The pro-marketeers have plenty of ammunition 
too. Neutral Ireland is already an EEC member (al- 
though admittedly it does not have Austria's politi- 
cally sensitive position in the centre of Europe). 
Austria is proud of being an "active" neutral, sup- 
plying troops to United Nations peacekeeping 
forces and taking a forthright stand on many touchy 
world issues. That implies it would have no more 
(nor less) trouble than other EEC members thrash- 
ing out a common stand on most foreign-policy is- 
sues. Moreover, neutrality is not mentioned in the 
state treaty signed by America, Russia, Britain and 
France in May 1955, which restored Austria's sover- 
eignty. Austria itself made the commitment to “‘per- 
manent neutrality” in a law passed five months later 
and hence insists that what is compatible with that 
pledge will be decided in Vienna, not Moscow or 
anywhere else. 





A sense of identity 


RONICALLY, the Russians themselves are giv- 

ing Austria powerful arguments for seeking to 
join the EEC. Mr Gorbachev's perestroika still has 
far to go and his talk about a "common European 
house” is woolly. But nuclear missiles are being re- 
moved on both sides of what used to be called the 
iron curtain; after years of waffle, productive East- 
West negotiations on cutting conventional forces 


Ted NE 


seem in the offing at last; and Comecon, the Rus- 
sian-dominated eastern trade club, which used to 
loathe the EEC, has now signed an accord with it. All 
that makes Austria's argument more credible that it 
would not upset the balance of power by joining the 
EEC—but it amounts to a warning too. The more 
East and West get together directly, the less Aus- 
tria's role as a bridge between the two will be 
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the 
do well to stop the chatter and make its application 
to Brussels. Mr Mock and his Ovp are in any case in 
favour. Mr Vranitzky, in deference to his left wing, 
has spent a long time "examining the evidence". 
Further delay would look like weakness. 

Applying is one thing, joining another. There 
are bound to be lengthy entry negotiations and it is 
already plain that some EEC members do not want to 
let Austria in at all. Some of them, like Belgium, 
raise the problem of neutrality and political union. 
Behind that argument there are also fears that with 
Austria as a member, the weight of a "German 
block” in the EEC would become uncomfortably 
heavy. Two other elements probably intensify that 
fear: the memories of the past, reawakened by the 
Waldheim affair; and the growing contacts between 
the two German states, which for some people im- 
plies that reunification may not be far away. Might 
not Europe be on the way to a kind of pan-Ger- 
manic union, more than four decades after the end 
of Hitler's war? 

Many Austrians pooh-pooh that idea but feel 
uncomfortable all the same. Lawyers say joining the 
EEC would not amount to Anschluss with Germany, 
which the state treaty of 1955 expressly forbids. But, 
all the same, might membership not draw these two 
neighbours of unequal size, whose relations are 
friendly but also delicate, closer ? Austrians benefit 
from tying the schilling to the D-mark, from Ger- 
man business investment, from the millions of Ger- 
man holidaymakers who pour in every year. With- 
out that input from tourism the Austrians would be 
bust. They are grateful, but also feel they are living 
next door to an elephant and abhor the idea of 
climbing into the same bed with it. Cooperation 
yes, as much as possible; domination no. “We don’t 
intend to end up as a branch of the Deutsche 
Bank," an Austrian bank boss says fiercely. “Our 
HQ must stay in Vienna," insists the OIAG'’s Mr 

. There is also uneasiness about how German 
press groups like the Westdeutsche Allgemeine 
Zeitung are taking big stakes in Austrian newspa- 
pers and magazines. The wry remark that almost 
any change in the dismal press landscape in Vienna 
would be to its advantage does not go down well. 
One answer is that by joining the EEC Austria might 
in fact diversify its trade somewhat away from West 
Germany to other member states, as Ireland in the 
EEC became less dependent than before on trade 
with Britain. 

Do all those signs of sensitivity imply that Aus- 
trians really do feel different to Germans, that there 
is a distinct Austrian nation? Mr Kreisky answered 
that touchy question in his inimitable way: since 
there was a national bank and a national football 
team, he said, he assumed there was a nation too. 
Mr Haider of the Freedom party, on the other hand, 

id last year that Austria is part of the "German 
community of peoples and culture" and that its so- 
called birth as a nation was really an “abortion”. 
The howls of protest which greeted that comment 
show that lots of Austrians disagree. 

History explains why. An Austrian sense of na- 
nhood was born not in that rump state which 
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cheered Hitler in 1938 and voted overwhelmingly 
for union with Germany; but soon after arriving in 
Vienna the Gestapo had rounded up 70,000 sus- 
pected “troublemakers” and carted them off to con- 
centration camps. Seven years followed of war, ter- 
ror and eventual foreign occupation. When the 
German Social Democratic leader, Wilhelm 
Leuschner, slipped secretly into Vienna in 1943 for 
talks with Austrian left wingers, he still believed the 

uss could remain even after Hitler had been 
defeated. The Austrian comrades told him they 
would cooperate to throw out the Nazis but that 
"the Anschluss is dead". As one commentator put 
it "the Austrians had the idea of union with Ger- 
many well and truly beaten out of them." 

More than four decades later the sense of a sep- 
arate identity has gained strength. An Austrian in- 
dustrialist in his late 60s puts it this way: “If you had 
asked my father whether he felt German or Aus- 
trian he would have found it hard to answer. Ask 
me and I say, Austrian of course. But ask my chil- 
dren and they will not even understand the ques- 
tion. It does not occur to them that they might not 
be Austrian." He was quick to draw a distinction 
between a feeling of nationhood, of belonging, and 
nationalism which also exists here and there. There 
is friction with the Slovenian minority in the south- 
ern province of Carinthia; and there is some sup- 
port for extremists across the frontier who want to 
bring about the return of South Tyrol, ceded to It- 
aly after the first world war. But those are nasty ex- 
ceptions, not—even allowing for the relative success 
of Mr Haider’s party—the mainstream of Austrian 
political life. 

There are, of course, also strong regional varia- 
tions—between the Swiss-like western province of 
Vorarlberg and Vienna, between industrial Linz 
and Innsbruck which once used to be a major Euro- 
pean political centre. All the same it can fairly be 
argued that modern Austria has as clear a sense of 
national identity as either German state, maybe 
more. 


Two-way pull 

Austrians do not feel distinct from Germans only 
because of the Anschluss. Two hearts beat in their 
breasts long before that—one for things German, 
the other for the empire stretching to Poland in the 
north, Romania in the east and beyond to Trieste in 
the south. The disciplined Prussians, needless to 
say, despised this polyglot empire and chided the 
Viennese for spending too much time dining and 
dancing, too little working. In the meantime the em- 
pire and Prussia have gone but you can still hear 
many of the same complaints. Holidaymakers from 
a more hectic world love the sleepy pace of a city 
where the cafés defy economics, letting customers 
sit reading for hours undisturbed over a single cup 
of coffee (served with the traditional glass of water). 
Business visitors are much less keen. They mutter 
about "a scent of the Balkans," meaning a combina- 
tion of Schlamperei (slovenliness), unpunctuality 
and a ceaseless procession of scandals which (like so 
much else) the Viennese stubbornly refuse to take 


seriously. 
Those seeking straight answers, or lacking a 
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sense of irony, have a hard time in Vienna. A senior 
banker asked in late 1988 to identify the country's 
main problems replied solemnly: “Without doubt 
[Alfred] Hrdlicka and [Claus] Peymann.” The for- 
mer is a sculptor whose (finally successful) efforts to 
site an anti-fascist memorial in the heart of Vienna 
caused a public storm; the latter is the sharp- 
tongued German director of Vienna's venerable 
Burgtheater. He regularly attacks Austrian incom- 
petence and bureaucracy but evidently finds neither 
so bad as to drive him home. 

Naturally the banker did not quite mean what 
he said, but then many people in Vienna say one 
thing and half-mean another. It is the world capital 
of Zweideutigkeit (ambiguity). One writer, Franz 
Schuselka, angrily claimed that "for the Viennese 
the only point of anything, of the most important 
event in the world, is that they can make a joke 
about it." He should have written “a seeming joke.” 
Vienna puts on fine operettas but it also has a splen- 
did funerals museum (to be viewed by appointment 
only). The underlying melancholy of the Heurigen 
(wine tavern) songs is far removed from the oompah 
jollity of a Bavarian beer garden. The Vienna Phil- 
harmonic is simply the world's finest orchestra for 
Mozart because it catches by instinct and tradition 
the music's elusive blend of sadness and gaiety. It 
knows it too. Asked once what work so-and-so 
would be conducting that evening, a Philharmonic 
player replied: "I have no idea, but we will be play- 
ing Mozart's Jupiter symphony." 

Hate it or love it, the odd character of Vienna is 
in part the legacy of its old role at the heart of a 
multiracial empire. Survival meant what admirers 
called "live and let live", detractors "muddling 
through”. Whatever its vices, the empire was rich in 
culture; and from that, Vienna drew much of its 
own greatness and diversity. The opera in Vienna, 
for example, reached its greatest heights at the turn 
of the century under the Bohemian-born composer- 
conductor Gustav Mahler; writers like Hugo von 
Hofmannsthal drew inspiration from an open, cos- 
mopolitan atmosphere not readily available to col- 
leagues to the north in Germany. Stefan Zweig, a 
Moravian-born Jew who was one of Austria's most 
distinguished writers, put it best: 


The German was related in blood to the Slavic, the 
Hungarian, the Spanish, the Italian, the French, the 
Flemish (all once owing allegiance to the Habsburgs); 
and it was the special genius of this city of music to dis- 
solve all these contrasts harmoniously into a new and 
unique thing, the Austrian, the Viennese. The city drew 
the most divisive forces to it, loosened, propitiated and 
pacified them. 


It was not least his belief that Hitler had destroyed 
the Vienna he loved, had "nationalised and 
provincialised" it, which caused Zweig to commit 
suicide in exile in 1942. A few years later came the 
iron curtain and the division of Europe, leaving Vi- 
enna on the eastern tip of a cul-de-sac from the 
West. The refugees flooding in after the Hungarian 
uprising in 1956 and the Warsaw-pact invasion of 
Czechoslovakia in 1968 emphasised the city’s isola- 
tion hard by the border of the communist empire. 
Those with a sense of history might recall that Vi- 
enna had had rail links with Prague before it did 
with Salzburg and Innsbruck; that a tram line used 
to run from Vienna to Pressburg (now Bratislava in 
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Live and let live 


Czechoslovakia). But that world of easy communi- 
cation and exchange (whatever its tensions and 
inegalities) seemed gone for good. 

[n the perestroika age it seems so no longer. 
True, rigid Czechoslovakia has so far bent little in 
the new wind from Moscow, and Romanians still 
suffer under the oppressive Mr Ceausescu. But Po- 
land is opening up and even orthodox East Ger- 
many, while thumbing its nose at Mr Gorbachev, is 
now letting millions of its people out on visits to the 
West each year. As for Hungary, ties with Austria 
have greatly thawed since the frosty days of the 
1950s. Nowadays Viennese nip across to Budapest 
with little ado and busloads of Hungarians stream 
the other way, many looking for shopping bargains 
in Mariahilfe Strasse, Vienna's Oxford Street. The 
two capitals also plan a joint world exhibition in 
1995, including completion of a motorway link. 

Could some kind of Danube federation be an 
alternative for Austria to the EEC? Perish the 
thought. According to a top government source in 
Vienna, the Hungarians reckon that through Aus- 
tria as an EEC member they could win benefits from 
the trading block like those East Germany gets now 
because of its special relationship with West Ger- 
many. The reason they give for this belief is intrigu- 
ing. When the Austrians pointed out that the two 
Germanies had common national roots and were 
hence a special case, the Hungarians referred to the 
common background of the Austro-Hungarian em- 
pire. 

That does not mean that the Habsburgs are on 
the way back to power (although there are still some 
people around who would love that). But it does im- 
ply that, given work and good luck, Austria has two 
things to look forward to in the next decade or so. 
One is membership of the EEC, which will quicken 
the shake-up in old economic structures and social 
attitudes already under way. The other is a return in 
a new context to the old role it had for centuries as 
Europe's crossroads; and that, after all, is a lot bet- 
ter than being a bridge between two hostile 
opponents. 
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MITSUBISHI MOTORS 
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international companies 


know about Dubai 
that you don't? 








They know that Dubai's Jebel Ali Free Zone = No personal income taxes. 

has introduced exciting trade freedoms m No import duties/export taxes. 

and benefits, enabling companies to set up m Unlimited cheap energy. 

trading and industrial bases in the They also know that with superb facilities 
Middle East. including an extensive infrastructure, state-of- 
Just look at these benefits-unique to Jebel Ali. the-art communications, accommodation, 

m 100% foreign ownership. hotels, hospitals, security and every modern 
m Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportunity for 


= No corporate taxes for a minimum of 15 years. World markets. 
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Jebel Ali Free Zone Authority, P.O. Box 3258, 
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BRITAIN 


The limits to tolerance 


EW books have had such an impact on 
world affairs. The reaction to Mr 
Salman Rushdie's “The Satanic Verses" has 
brought to an abrupt halt the thawing of re- 
lations between Iran and the West. The 
book's publication in Britain proved a con- 
venient pretext for Iran's fundamentalists to 
rekindle the fervour of their ten-year-old 
‘olution. But the book and the fuss it 
caused are no sideshow. The clash between 
Muslims determined to suppress blasphemy 
and westerners equally determined to up- 
hold free speech showed how hard it can be 
to reconcile the world’s two most buoyant 
ideologies. That is as worrying for Brad- 
ford’s Muslims as for Tehran’s pragmatists. 
Before February 14th Ayatollah Kho- 
meini appeared to be encouraging his gov- 
ernment to rebuild links with the West. His 
call for the world’s Muslims to murder Mr 
Rushdie was interpreted by some diplomats 
as a sign that, as he grows older and weaker, 
he is increasingly manipulated by advisers. 






















But there turned out to be no reason to 
think that the exhortation was uttered 
against the ayatollah’s better judgment. 
Though receptive to ministers who advocate 
a more pragmatic foreign policy, he is first 
and foremost a man of religion, whose loy- 
alty is to the prophet apparently ridiculed by 
Mr Rushdie. The ayatollah’s pronounce- 
ment came not a moment too soon for lra- 
nian radicals, who desperately needed some- 
thing to give their revolution new zest 
following Iran's dismal showing in the war 
against Iraq. 

The ayatollah's incitement to murder a 
British national brought predictable, 
though uneven, outrage in western coun- 
tries. The decision by bookshops and pub- 
lishers in some countries to put the safety of 
their staff before the principle of freedom of 
expression (see page 114) was sad. Much 
worse was the equivocation of commen- 
tators in Britain and America who declared 
that Mr Rushdie had brought his problems 
on himself by offending Muslims, mistak- 
enly implying that one person’s freedom of 
belief should curtail another’s freedom of 
expression. 

Politicians, for a change, were more will- 
ing to stand up for a matter of principle than 
many pundits. None more so than Mrs Mar- 
garet Thatcher, despite being referred to in 
"The Satanic Verses" as Maggie Torture. 
She despatched the foreign secretary, Sir 
Geoffrey Howe, to Brussels on February 
20th to persuade other EEC countries to take 
action against Iran. He succeeded— perhaps 
more than he might have liked: by with- 
drawing their ambassadors, the other EEC 
countries and later Sweden and Canada 


PRESE vm 


showed their support for Britain and left it 
with little choice but to withdraw all of ts. 
small mission. Britain is thus left, to the cha- 
grin of some in the Foreign Office, worse 
placed to cultivate new trading links 

[ran and plead the cause of missing hosta yes 
than most other countries, who retain some 
diplomats in Tehran. 


Bradford picks up the pieces ty 3 
Most of Britain's 12m Muslims think tl v 
Rushdie episode shows the inability of othe 4 
Britons to understand their values. Between — 
October, when the book was published, a 

the middle of February, their loud protests 
produced not one detailed statement in a 
British newspaper of what was contained in 
the offending passages of “The Satanic | 
Verses", nor of why Muslims objected to 
them. Greatest publicity was given to the 
ceremonial book-burnings, which depicted 
Muslims as barbarians. 

Such protests were encouraged mainly 
by groups under the umbrella of the Action 
Committee for Islamic Affairs, a Saudi- - 
backed organisation which aims to build | 
support for Sunni Islam in Britain. It was - 
those groups that alerted embassies of ls- 
lamic countries in London to the evils o 
“The Satanic Verses" and thus, ironically, - 
provoked its denunciation by the ayatollah, 
a Shia. Fewer than 10% of British Muslims | 
are Shias, but the differences between the — 
two sects are too small to have influenced 
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NGLAND gave up threatening its 

citizens with death for insulting the 
state religion towards the end of the sev- 
enteenth century. But it has never quite 
been persuaded to excuse them 
complerely. 

The last recorded burning of a heretic 
was in 1612. Under Oliver Cromwell, 
from 1648 to 1660, a Blasphemy Act 
made it a capital offence to deny the 
Trinity or certain other Christian doc- 
trines. During that century, the adminis- 
tration of religious law gradually passed 
from the rather arbitrary ecclesiastical 
courts to the ordinary common-law 
courts. In 1677 all capital punishment 
for religious crimes was abolished, but 
the courts continued to regard offences 
against religion as a threat to civil soci- 
ety, and worthy of stiff punishment. 
Even as the law became gradually more 
tolerant of Catholics and non-Chris- 
tians, it continued to treat blasphemy as 
a criminal offence. 

How offensive must you be to blas- 
pheme against Christianity? In the early 
eighteenth century you could be sent to 
prison for anything from profane scoff- 
ing at the Holy Scripture to open lewd- 
ness. From 1813 it was no longer blas- 
phemous to deny the Trinity, but still a 
criminal offence to deny all religion. 
Nineteenth-century judges gradually es- 
tablished the modern principle—that 
any questioning of Christianity is accept- 
able, unless it is done in an offensive 


their reaction to the ayatollah's call: those 
who were angry enough supported it, re- 
gardless of sect. But after some initial out- 
bursts supporting the killing of Mr Rushdie, 
most local mullahs have been persuaded by 
their moderate political leaders to advocate 
respect for the British law. 

Those leaders had hoped that Muslims 
were slowly winning the acceptance and re- 
spect of other Britons. An admiring series of 
articles in the tabloid Daily Mail the week 
before the ayatollah's death-call praised 
them as "the new traditionalists: devout, 
hard-working, disciplined, they have all the 
qualities that made us a great nation." Ra- 
cial attacks on Asians in East London have 
escalated during the 1980s, but in Bradford, 
where Asians and whites have always got on 
reasonably well, the number of attacks has 
fallen sharply, helped by a strong commit- 
ment by the police to stamp them out. 

Few Muslims doubt that the Rushdie af- 
fair will damage race relations. Some news- 
paper editorials have already used it to call 
into question “multi-cultural education", 
on the grounds that some aspects of Muslim 
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manner. 

That version of blasphemy has been 
invoked only once since the 1920s: in rhe 
1978 Gay News trial, in which a newspa- 
per and its editor were fined for printing 
a poem of necrophile fantasies about the 
body of Christ. One of the judges, Mr 
Alan King-Hamilton, then suggested 
that a blasphemy law would look much 
less odd if it included religions other 
than Christianity. 





How Christians did it 











culture may prove too alien to Britain; de- 
fenders of that doctrine say that on the con- 
trary, it strengthens the case for promoting 
greater understanding between cultures. But 
the greatest danger is that the Muslim call 
for violence against Mr Rushdie will pro- 
voke further violence by whites against Mus- 
lims. Ominously, on February 22nd a fire- 
bomb was thrown at the Loridon central 
mosque in Regents Park. 





Electricity privatisation 


Sit Vac 


NCE again, the government is head- 

hunting. Within two or three months 
it hopes that its consultants, Saxton 
Bampfylde International, will have found a 
suitable candidate for the job of Director 
General of Electricity Supply. The appoin- 
tee will run the Office of Electricity Regula- 
tion (Offer), the watchdog that will regulate 
electricity after its 1990-91 privatisation. 








In past headhunts the government has 
struck lucky. When it sold British Telecom, 
it found Mr (now Sir) Bryan Carsberg, pro- 
fessor of accounting at the London School 
of Economics, to regulate the industry as 
head of Oftel. He has proved more than a 
match for Br. To run Ofgas, British Gas's 
regulator since its privatisation, it snared Mr 
James McKinnon, another accountancy 
buff. Mr McKinnon has run rings round 
British Gas, and is currently tackling its ar- 
cane accounting system. 

Electricity will be a bigger challenge. Mr 
Cecil Parkinson, the energy secretary, has 
created a regulator's nightmare. Compe- 
tition—or, rather, a shortage of it—is at the 
heart of the problem. A complex licensing 
system, for example, would not have been 
necessary if the government had split up the 
Central Electricity Generating Board (CEGB) 
into five or six competing generating com- 
panies (rather than into two generating ^ 
ants). But because power generation will 
dominated by National Power and Power- 
Gen, tough regulation to ensure that new 
competitors can enter the market (and are 
not then squeezed out) is a must. 

Electricity's regulator will also have to 
keep a keen eye on the 12 regional distribu- 
tion monopolies. These may generate up to 
1596 of their own power needs—exactly the 
sort of vertical integration a break-up of the 
industry should have avoided. Worse, the 
distribution companies will be responsible 
for contracting for new generating capacity. 
This means that an area distributor con- 
cracting for 10096 of a small generating com- 
pany's output will, effectively, own that gen- 
erator. Scotland's two vertically integrated 
power companies—the South of Scotland 
Electricity Board and the North of Scotland 
Hydro-Electric Board—will have to be kept 
in check, too. 

The regulator will determine the success 
or failure of the privatised electricity ind ` 
try. But many experts reckon that the g. 
ernment has got its regulation sums badly 
wrong. If Ofgas and Oftel need a combined 
staff of 161 to regulate their pair of private 
monopolies, then 200 Offerors will not be 
nearly enough to regulate 17 companies. 
And that top job—protecting consumers, 
promoting competition, overseeing licens- 


WANTED 


Dynamic, thrusting individual to 
regulate 17 recently privatised 
companies. Ability to perform 

miracles (and understand nri-X-- Y) 


useful. Sense of humour essential. 
Staff of 150-200, annual budget 
£10m. Salary negotiable. Apply: 


Saxton Bampfylde International, 
London SW1. 
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ois choice would be Sir Bryan 
berg. After all, he is the only likely can- 
didate with real regulatory experience. At 
Oftel he has proved his ability to balance in- 
dustry and consumer interests. And, at 50, 
he is young enough to take on electricity’ s 
challenge. There are, however, three other 
strong candidates: 

(1) Professor Stephen Littlechild, aged 45, 
ead of industrial economics and business 
tudies at the University of Birmingham and 
a member of the Monopolies and Mergers 
Commission. Mr Littlechild is best known 
as the architect of the RPI-X pricing formula 
cused to regulate utilities’ prices. 

(2) Sir Christopher Foster, aged 58, a direc- 

tor of Coopers & Lybrand, Britain's sec- 

.. ond-biggest accountancy group. As one 
- fme commercial adviser to BT, Sir 
ristopher has some regulatory experi- 
ence; having served on numerous public- 
sector committees, he is also something of a 
Whitehall insider. 
(3) Mr Ray Orson, aged 61, once a member 
of the Electricity Council, the body which, 
until privatisation, co-ordinates the electric- 
ity industry in England and Wales. 

Some long-shots have been mentioned, 
too: academics like Mr George Yarrow and 
Professor Colin Robinson; even a politician 
(Mr David Howell, member of Parliament 
for Guildford and a former energy secre- 
tary). But at the moment the most likely 
choice is Mr Littlechild. 























: National Health Service 
Short on detail, 
. long on questions 


"HERE has been more than a touch of a 

A Hollywood production about the 

launching of "Working for Patients", the 
white paper on the National Health Service 
(NHS). First came the preview, in the form of 
a leak by Mr Robin Cook, shadow health 
spokesman. Then came the main feature. 
On January 31st Mr Kenneth Clarke, the 

health secretary, staged a £1m media ex- 
travaganza, using closed-circuit television to 
beam his recommendations to health-ser- 
vice professionals around the country. Now 
comes the sequel, Sons of White Paper, with 
the publication of eight working papers in- 
tended to flesh out the reforms. 

Like most sequels, the discussion papers 
are thin. At their best, they clarify a handful 
of important points: 
€ All hospitals, not merely the largest, will 

be. candidates for “opting out"; and what 
onstitutes "a hospital" will not be rigidly 
ined. ieipuequring hospitals with com- 










` plementary services will be able to combine — 


into a single self-governing unit. Self-gov- 
erning hospitals will be as free as possible to 
develop their own management structures 
and will be allowed to advertise. 

@ Some health services which are costly and 
highly specialised will still be paid for sepa- 
rately from the centre. These include AIDS 
treatment, heart and liver transplants, and 
neonatal and infant cardiac surgery. 

@ General practitioners who hold their own 
budgets will have no financial incentives to 
treat only healthy patients or to under-pre- 
scribe drugs. A system of weighted capita- 
tion will compensate doctors for taking on 
old or ill patients. Patients receiving NHS 
treatment will not be allowed to pay an extra 
fee to their GP's practice budget in order to 
secure special treatment. 

But the papers are remarkably vague on 
detail. After a broad-brush white paper, the 
government has published broad-brush dis- 
cussion documents, evidently composed at 
great speed. They were still being written 
when Mr Kenneth Clarke appeared before 
the House of Commons select committee on 
social services on February 15th. Entire pas- 
sages are repeated verbatim from the white 
paper. Worse, some pressing questions are 
left unanswered. For instance, how will hos- 
pitals go about “opting out"? The papers re- 
veal little—except that the secretary of state 
will have enormous powers. Or what are the 
"core services" which "opted-out'' hospitals 
will be required to provide locally? For a dis- 
cussion paper to leave such a basic question 
unanswered smacks of carelessness (or 
wotse). 

Or again, how vil medical audit work? 
In theory, it will measure the quality of care 
in hospitals and (more difficult) GP prac- 
tices. The papers say little about the type of 
information technology to be used or the 
form of training to be given to NHS staff. 
Many in the medical profession are sceptical 
about the practicalities of the proposals, es- 
pecially given the tight timetable (see box). 

Another unanswered question is how 
will "weighted capitation” operate? If doc- 
tors are not to be discouraged from accept- 
ing expensive patients, a highly sensitive sys- 
tem of weighting will have to be 
implemented. Some think that such 
weighting, which has hitherto been success- 
fully applied only to populations of over 1m, 
will be unworkable for populations of 
11,000 (the initial target size for Gp budget 
holders), since relatively small changes in a 
doctor's patient list can have a radical im- 
pact on expenses. 

Nor do the working papers explain sat- 
isfactorily how "block contracts" (under 
which GPs or district health authorities pay 
hospitals an annual fee in return for agreed 
services) will work. For example, what will 
happen when a patient disagrees with a doc- 
tor about which hospital to go to? One of 
the main thrusts of the reforms is supposed 
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to be that money will follow patients; un 
block contracts patients follow the mot 

The discussion documents, like 
white paper, say hardly anything about. 
vital areas of the NHS: preventive medic 
and community care. The papers fail 
make clear what incentives there will be- 
GP budget holders, who are paid per tre 
ment, to encourage their patients to look 










ntive Piscis The 1 papers say "lite 
out the role of community services in the 





"The discussion. papers are also coy 
yout competition. Throughout, the em- 
phasis i is on improving management and col- 
ing information. Both are, of course, a 
requisite to successful competition. But 
e papers give the impression that means 
e subsuming ends: that the Department of 
dealth is looking backwards to the 
anagerialism of the early 1980s rather 
an forwards to the internal market of the 
990s. The government's case for reforming 
ie NHS has not been advanced over the past 































| SN First, it wants to dudes wage ad wee 
down; second, it wants to encourage pay to 
ect local labour market conditions. In 





at de two objectives conflict. 
The government has announced that 
ses and midwives will get rises averaging 
%, teachers 696, and members of the 
"med forces 6.8%. Judges, senior civil ser- 
its and high-ranking military officers will 
t 6.5%. Most favoured are doctors and 
entists, who will get an average of 8.2%. 
anted, most of these awards are less than 
current rate of inflation, now running at 
ut 742%. The question, for those with- 




















. out strong nen : 
dy" in public c-sector pay to white ioe gov- 
ernment is now committed will give a twist 


to the wage spiral. 

Since 1982-83 public-sector pay has far 
outpaced inflation, though only for politi- 
cally favoured nurses and policeman has it 
kept up with the average of private-sector 
earnings (see chart). In those public-sector 
professions that have fallen behind the pri- 
vate sector, the labour market is now tight- 
ening—especially in the south-east. Civil 
servants and teachers are finding other jobs. 
In the London region the Inland Revenue 
has been losing more than 1096 of its inspec- 
tors each year—and it costs £50,000 to train 
an inspector. For some time, there has been 
a shortage of science graduates entering sec- 
ondary-school teaching. Now primary 
schools are feeling the pinch. A new school 
in London's Docklands has been unable to 
open for lack of staff. 

The health service, too, is short-staffed. 
One in every four non-medical staff leaves 
the NHS each year: turnover rates for domes- 
tic staff averaged 45% last year, 24% for cler- 
ical and administrative staff, and 2096 for 
nurses and midwives. So the government 
has decided to make a virtue of necessity. 
Nurses will receive bonuses of up to £500 if 
they work in areas or specialities in which 
recruitment and retention are difficult. The 
principle has been extended elsewhere. 
Teachers will receive an extra 796 on top of 
their basic rise if their skills are in short sup- 
ply. Junior civil servants will be paid bonuses 
in the south-east. 

The intention is to match labour-mar- 
ket supply more closely to demand. The ten- 
dency to see Britain as one big labour mar- 
ket has, it is argued, caused labour shortages 
in the south-east long before unemployment 
has fallen to acceptable levels in other parts 
of the country. 

Some in Whitehall, and especially in the 
Department of Employment, are nervous 
about the concept. They fear that national 
trade unions will use settlements in one part 
of the country to elbow up the rate in an- 
other place. Those with long memories 
point out that the Donovan Royal Commis 
sion on trade unions thought in 1968 that 
wage inflation was fostered by just such a 
grafting of local bargaining onto national 
pay negotiations. 

For two reasons, such worries are proba- 
bly unfounded. First, unions are not as 
strong as they were. Back in Donovan's un- 
happy day, they could use the threat of unof- 
ficial strikes, secondary action and other 
now-unlawful paraphernalia in order to bid 
up wages. 

Secondly, researchers at the Depart- 
ment of Employment say that there is in- 
creasing evidence that Britain is developing 
local labour markets in which pay responds 
to labour demand. The differential between 
earnings in the regions with high unemploy- 
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ment and those in the south-east is growing, 
and has changed over time. In 1973 average 
earnings for men in the West Midlands were 
second only to those in the south-east. Fife 
teen years. and many closed car factories 
later, they are sixth. Back in 1973 East An- 
glian men had the lowest earnings in the 
country. Now theirs are fourth highest. 
These signs that pay in job markets can 
respond to the tightness of the local labour 
supply should encourage the government to 
press on with regional pay. It should worry 
more about the disgraceful anomalies 
among senior professionals within the pub- 
lic sector (see table). Anybody who thinks 
that the pay of top generals, judges and civil 
servants is more than 2!^ times that of top 
teachers because of a smoothly working la- 
bour market has just been bought a good 
lunch at Aldershot, the iL ud or the Re- 
form Club. 
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RIVATE water will mean cleaner water, 

according to the environment secretary, 
Mr Nicholas Ridley. The water authorities, 
so the argument goes, will be better able to 
raise the cash needed for investment when 
they are free from government. They need 
to spend a lot if they are to make up the 
ground lost in the 1980s. Britain's rivers are 
suffering from the country's prosperity and 
the Tories' spending squeeze. 

The tales of poisoned rivers and dirty 
water—diarrhoea in Oxfordshire, toxic 
chemicals in the Wey—are not one-offs: 
they are part of a general grubbiness. During 
the 1960s and 1970s Britain's rivers got 
steadily cleaner, and the water authorities 
chewed off the fish darting back into their 

ht rivers. But during the 1980s the rivers 
have got dirtier again. The water authorities 
use four categories of river, from foul to 
sparkling, and plot their progress by com- 
paring the number of kilometres they up- 
grade or downgrade. Since 1980 the balance 
between upgraded and downgraded 
stretches has shown a net deterioration of 
more than 1,200km—around 312% of the 
country's rivers. 

Much of the past improvement was in- 
dependent of the water authorities. Cleaner 
industries replaced dirty ones, as electronics 
edged out machinery and services replaced 
manufacturing. The closure of London's 
docks did wonders for the Thames; and re- 
cession cleared the waters all over the coun- 
try. Similarly, the water authorities are not 
to blame for much of the recent deteriora- 
tion. Growth is. In Yorkshire, for instance, 
the revival in Bradford has set industry 
pumping its effluent into the rivers again. 

But treatment also matters. Heavy in- 
. ment in sewage- and water-treatment 
plants after the formation of the water au- 
thorities in 1974 helped to clean rivers. The 
pressure to cut costs under the Conservative 
government has led some water authorities 
to switch from more effective, expensive 
treatment plants to ones which are cheaper 
but do the job worse. They have also cut in- 
vestment and manning. 

After privatisation, things will change. 
Although the amount of effluent that the 
water authorities can pour into a river is 
tightly regulated, sampling procedures are 
infrequent and unreliable. Inspectors have 
therefore always allowed the authorities a 
comfortable margin of extra dirt. The au- 
thorities worry that the future will bring a 
stiffer regime. The government has told 
them that, once privatised, they will have to 
conform to existing standards; now the Eu- 
ropean Commission is threatening to exam- 
ine Britain's water-pollution control. Meet- 
ing EEC standards by 1995 will cost, says Mr 
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Ridley, nearly £3 billion. 

Cleaner water will require more invest- 
ment. Whether the authorities will have the 
money or not depends on the prices they are 
allowed to charge. The government is now 
working out the formula for future water 
charges. High charges mean a chance for 
cleaner rivers, but will anger voters. Mr Rid- 
ley may yet wish that he had wrung more 
money out of the Treasury, rather than con- 
fronted the public with the real cost of 


purity. 





Channel tunnel rail links 
Kent's parish 
communes 


HEY are an elderly couple, planning a 
quiet retirement. He has already retired 
from an oil company; she is still working. 
Suddenly the blow comes: the house they 
have put their life savings into is threatened 
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by British Rail's plans for a high-speed link 
to the Channel tunnel. But what does BR 
care for the views of two old people? 

Quite a lot, in this case; but the enthusi- 
asm for the Chunnel of the prime minis- 
ter—for it is she—has kept her quiet. Mr 
Denis Thatcher is only indirectly involved 


in the protest. He is a founder member of 
the Dulwich Village Preservation Society, 


which is helping to finance Dulwich Action 
Against the Rail Link. But others of his age 
and station will be joining the grand protest 
march to the Thatchers’ current home on 
February 26th. Along with the commuters, 
they have formed the unlikely vanguard of a 
bourgeois revolt against a nationalised in- 
dustry. Their money, skills and home com- 
puters have shaken Br’s bulk. 

To go at speeds of up to 180mph, a train — 
needs a new, straight track. From Ashford, 
the planned depot—which could well be 


Britain's fastest-growing city in the 1990s— — 


BR is looking at three possible routes. Routes 
| and 2 (see map) run through the more. 
crowded, poorer bits of north Kent, south of 
Gravesend up through Sidcup and Lon- 
don's south-eastern suburbs. Route 3 goes 
further south. All pass through hop-gardens 
and apple orchards, where old farms and 
cottages have been sold to commuters. 

Quickest off the mark were the smallest 
villages in the deepest countryside, along 
route 3 and in the north Downs. The most 
determined activists are people who have re- 
cently moved from London into lovely, valu- 
able houses. Not only do they fear for their 
rural paradise; they are also worried about 
compensation. BR has not yet said what it 
will offer those whose houses lose value be- 
cause of the noise. In the beautiful Bourne 
Valley, residents reckon they will lose a 
third to a half of the value of their red-brick 
(£100,000-300,000-a-shot) cottages and 
farms with attached oast-houses. 

Those pretty valleys are packed with en- 
ergetic professionals. With the help of home 
computers, Bourne Valley's group produces 
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Free-wheeling 


UPPIES do it, high-court judges do 
it, top civil servants, members of 
Parliament and former lord chancellors 
do it. Bicycling through London's traffic 
jams is one of the quickest ways to get 
about. The average speed of 
the capital's traffic is only 
about 1 Imph: most cyclists 
| can beat that. 
| More than Im people 
| use a bicycle as their main 
means of getting to work, 
and the number of bicycles 
in Britain has increased 
| from 7m in 1977 to more 
| than 13m now. Yet little 
| provision is made for cy- 
clists on city roads. All too 
| often taxi drivers treat a city 
| gent ona bike as a chap do- 
| ing them out of a fare. 
| Cycling is cheaper and 
healthier than driving. 
| Heart specialists bracket cy- 
| cling with swimming and 
walking as one of the best 
ways to keep the heart 
healthy—certainly — better 
than jogging. But safe it is 
not. For every mile trav- 
elled, cyclists are almost 12 
times more likely to be 


a newsletter with a print run of 10,000 and a 
pyramid distribution system that gets it 
through doors the next day. Action-group 
leaders have been to France and West Ger- 
many to look at high-speed trains and com- 
pensation arrangements. A transport ana- 
lyst has worked out traffic flows. A noise 
expert has calculated sound levels. Survey- 
ors and engineers have pointed out flaws in 
the plans which, they claim, will add mil- 
lions to the £1.2 billion cost estimate. 

Company chairmen who have never 
protested about anything more political 
than the interest rate are out at public meet- 
ings. Route 3 boasts a retired air chief-mar- 
shal; routes | and 2 can offer only an air 
vice-marshal. Route 3’s Bourne Valley 
group is backed by the local landlord, a 
Saudi prince with a couple of thousand 
acres . Some vicars are enthusiastic protest- 
ers, though the position of the Church of 
England is complicated by its decision to in- 
vest £32m in a huge development in 
Ashford. 

BR tried to answer criticism by employ- 
ing Saatchi & Saatchi to draft advertise- 
ments explaining the "true facts". "They 
were treating us like yokels," said a con- 
temptuous professor. An alliance of route 3 
groups replied by hiring Burson-Marsteller 





killed than motorists. Some 280 cyclists 
were killed in 1987, and nearly 26,000 in- 
jured, 9096 of them in built-up areas. 
Lives could be saved if more cyclists wore 
helmets, which are still optional. 

Bikes can cost anything 
from £150 for something 
more than adequate to 
£1,000 for a specialist ex- 
travaganza. Britain's main 
maker is the 100-year-old 
Raleigh company of Not- 
tingham—which produces | 
nearly Im bicycles a year, 
85% of them sold on the 
home market. Raleigh has 
stopped making the digni- 
fied "sit up and beg" mod- 
els preferred by country po- | 
licemen, prewar Oxbridge 
undergraduates and the cit- 
izens of China today. Gen- 
uine models of this vintage 
are far better built than 
modern bikes. A 20-year- 
old model in good condi- 
tion fetches up to £100. | 

At least the government 
recognises the value of bicy- 
cles in one way. It pays civil 
servants 4.7p a mile to use 
them on official business. 






to do their parliamentary lobbying, while 
the north Downs group signed up another 
PR company, Decisions. 

North of the Downs, the poorer bits of 
routes 1 and 2 have done without public-re- 
lations advice. "The PR companies have 
been calling us, but we can't afford them," 
says Mr Neil Riley, who runs one of the Bex- 
ley groups. "We've had enough of people 
saying it's just the rich. This is a fairly work- 
ing-class area. We've got a lot of kids who're 
already being hurt by the mortgage rate, and 
now their house isn't worth anything." 
Route | looks like being chosen—though BR 
may tactfully avoid the prettiest (and loud- 
est) of the villages on the route. 

By publishing three possible routes, BR 
has aroused more opposition than if it had 
decided on one; but it has also created some 
quiet acrimony between the two lots of pro- 
testers. Routes | and 2 mutter that more 
people would suffer if BR chose them. Route 
3 retorts that, since the northern route is al- 
ready ugly, another railway line would make 
less difference than it would to the south. 
But, realising they are playing BR's game by 
arguing, they are trying hard to co-operate: 
for the march on February 26th, Kent's 
bourgeois will form a united phalanx. 
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Not by strangers 


OST British women believe that the 

likelihood of being raped by a 
stranger in a dark alley has increased consid- 
erably in recent years. According to the lat- 
est Home Office research on the subject, 
that is by no means obvious. True, the num- 
ber of rapes recorded by the police more 
than doubled between 1977 and 1987. But 
over the same period women have become 
increasingly willing to report them, and the 
police have become readier to accept their 
stories. And a rapidly growing proportion of 
convicted rapists know their victims. 

In 1985 just 27 more people were con- 

victed of raping strangers than in 1973; over 
the same period, the number found guilty of 
raping intimate acquaintances like relati 
or ex-partners rose from 46 to 135. 
3996 of all rape convictions now involve 
strangers. But 3196 involve casual acquaint- 
ances, typically a neighbour who enters a 
single woman's home on a false pretext. 

One unexplained trend is the declining 
proportion of recorded rapes that lead to a 
conviction. The police brought 60% more 
prosecutions in 1987 than in 1979, but got 
only 1196 more sentenced (see chart). Many 
of those prosecutions had to be withdrawn, 
but the acquittal rate in the Crown Courts 
has also risen, from 24% to 34%. 

Once sentenced, however, rapists are 
far more likely than in the past to get a stiff 
sentence. Despite their legendary indepen- 
dence, British judges do listen when given 
guidance. After the Lord Chief Justice is- 
sued guidelines for sentencing in contested 
rape cases in 1986, the proportion of con- 
victed rapists being sent to prison for more 
than five years rose from 22% to 54%. With 
the new threat of an appeal by the prose 
tion against unduly lenient sentences 
right introduced this month—the penalties 
could get stiffer still. 













Locked up for longer 
Rape offences, England and Wales 


1979 80 81 
Source: Home Office 
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Bids and deals 


Minorco, a South African- 
controlled holding company, 
continued to pursue Consoli- 
dated Gold Fields, a British 
mining conglomerate, with a 
£3.2 billion ($5.6 billion) bid, 
Britain's highest-ever takeover 
offer. It was rejected. 


Volkswagen will invest 670 
billion pesetas ($5.8 billion) 
over the next decade to turn 
around its Spanish carmaking 


subsidiary SEAT. 


Panhandle Eastern Corpora- 
tion is to rescue Texas East- 
ern, an energy utility, from 
the clutches of rival Coastal 
Corporation. It will pay out 
$3.2 billion for Texas, which 
is well in excess of Coastal's 


hostile bid. 


Italy saw the first big 
rationalisation in its banking 
industry. Cassa di o 
di Roma, the country's sec- 
ond largest savings bank, took 
an 8696 interest in state- 


owned Banco di Santo 
Spirito. 


In the air 





JAT, Yugoslavia's state- 
owned airline, is to charge 
foreigners three times as 
much as locals for domestic 
flights to make up for 1988 
losses. It may face retaliation 
under human-rights agree- 
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Scientists say that chloride 
chemicals are causing more 
damage to the ozone layer in 
the stratosphere than they ini- 
tially suspected. It seems that 
air above the Arctic is dam- 
aged as well as that in the 
Antarctic. 


Japan's All Nippon Airways 
ordered 20 of Boeing's latest 
version of the 747 jumbo jet, in 
a deal worth $3.2 billion. The 
rapidly expanding ANA already 
has six 747s on order. 


Singers mourned London's 
New Sadler's Wells Opera 
company, which went into 
voluntary liquidation. It was 
unable to find a suitable white 
knight. 





In under a week, the govern- 
ment-owned Bank of New Zea- 
land has lost Sir Ron 
Brierley, its chairman, and 
Rob Campbell, its deputy 
chairman who briefly took 
over as chairman. Disagree- 
ments have broken out be- 
tween the board and the gov- 
ernment, which wants to put 


the bank up for sale. 
Charles Price, America's am- 


bassador in London .since 
1983, is to become a non-exec- 
utive director of Hanson. He 
once described diplomacy as 
"eating for his country". 


Confusing signals 


Alan Greenspan, chairman 
_of the Federal Reserve Board, 
presented a mostly cheerful 
picture of the economy to the 
Senate banking committee in 
one of his twice-yearly mone- 


tary reports. But he warned of 
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increasing pressures on infla- 
tion, growth, and interest 
rates. Market watchers, who 
did not spot any notable 
change in monetary policy, 
were left confused. 


According to the Office of 
Management and Budget, 
President Bush s thrifts’ 
rescue plan is based on false 
assumptions: interest rates de- 
clining sharply and deposits 
increasing steadily. 


EEC and American trade 
negotiatiors in Washington 
agreed to a 75-day cooling-off 
period in the “beef” war. 
Subsidised EEC farmers are 
no longer to be a point of 
issue. 


Commodities 


The price of gold continued 
to fall as the Soviet Union 
sold off more of its reserves, 
partly to help finance eco- 
nomic reforms. 


Six non-OPEC oil-producing 


countries pledged to help the 
cartel stabilise oil markets. 


What's in a name? 





Courtaulds, a British textiles 
group, is to sell to Toray 
Industries of Japan the last 
remnant of its past: Samuel 
Courtauld, the only company 
to bear its original name. 
Toray will be allowed to use 
the name for one year. 


The surviving Beatles are to 
bring legal action against Ap- 
ple Computer for the use of 
its Apple trademark on a 
range of musical goods. 


J 
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| trants in Britain's battle over 


PE 
Woolworth Holdings, a Briti 
retailer, is to change its nar m 
te Kingine T hon M 
will improve its image and for 
tunes. But why Kingfisher? 
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Barclays Bank and Allied Irist 
Bank launched the newest er 


credit cards. Consumers can 
choose between cards » 
names like Indigo or A 
better-known Visa and 


Access. 


Poor visibility — 


The International Stock Ex. 
change is to stop publishing 
details of large share dealings 
on SEAQ, its electronic system 
breaking with its ideal to keer 
the market transparent. And 
Nestlé, which recently upset 
the usually secretive Swiss by 
opening up its share register 
to foreigners, complained — 
about invisible hurdles facin 
foreign firms seeking listings 
on the London exchange, _ 
These stopped just short of 
asking for blood tests from 
board members, it said. 
Bottom lines — — 
Britain's big banks were re- 
porting significant improve- 
ments in 1988 profits, buoyec 
by a healthy economy and th 
surge in consumer borrowing 
The National Westminster 
Bank saw its pre-tax profits- 
double to £1.4 billion ($2.5. 
billion), though its troubled - 
investment bank County 
Nat West suffered a £56m loss 
Midland Bank's profits in- 

creased to £693m. 1 
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International 
1 pportunities 


HANNOVER FAIR Industry provides an 


(J insight into trends and opportunities in 

u engineering and consulting worldwide. 
n A platform for new projects. international 

m " co-operation and joint ventures, Hannover 


attracts international leaders in plant 
engineering and industrial construction. 


; Professional visitors will find a display 
: a n of the latest products and engineering 
| solutions in a unique combination of 


technologically related fairs. 


»ngine ering 
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World Market for Electronics 
and Electrical Engineering. 
including the World Light Show 


MICROTRONIC 


Electronic Components and Systems 


Computer Technologies 
in Manufacturing 


ASB 


Power Transmission and Control 


MHI 
Assembly, Handling, Industrial Robots 


CeMAT - World Center 
for Materials Handling Technology 


ICA - Plant Engineering, 
Transport and Traffic, Construction 
Technology 
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NEW YORK 


To economic liberals, man- 
aged trade has only slightly 
more appeal than communist 
central planning. The two no- 
tions differ in ambition, but 
not in economic principles. It is ironic that 
as Mr Mikhail Gorbachev struggles to let 
markets work, many influential Americans 
are arguing that bureaucrats know better. 
Notables such as Mr Lester Thurow, Dean 
of the Sloan school of management at MIT, 
have long been in favour of "trade policy” 
(the polite name for managed trade). Re- 
cently two former secretaries of state, Mr 
Henry Kissinger and Mr Cyrus Vance, have 
likewise indicated that when they look at 
Gosplan, they like what they see. 

The next 100 days will decide whether 
under Mr George Bush American trade pol- 
icy will follow this route. Mrs Carla Hills, 
the president's chief trade negotiator, has 
until the beginning of April to do what she 
can to stop the Uruguay round of interna- 
tional trade talks from foundering. By the 
end of April she must present to Congress 
her agency's forecast of America's trade 
flows during 1989, and what they might 
have been without trade barriers in other 
countries. And by the end of May she has to 
tell Congress how she intends to use the 
weapons provided by the 1988 Trade Act to 
start clearing away some of those barriers. 

Last weekend Mrs Hills got off to a rac- 
ing start. During meetings in Washington 
with the EEC's negotiators, she and her 
predecessor, Mr Clayton 
Yeutter (now secretary for ag- 
riculture), prepared the way 
for an end to two of 1988's 
most acrimonious trade rows. 
They agreed to a 75-day cool- 
ing-off period in the beef war 
with Europe; and they 
stopped demanding that the 
EEC promise to eliminate all 
trade-distorting subsidies to 
its farmers. A European 
agreement to “ratchet down” 
the offending subsidies now 
seems to be good enough. 

This removes one of the 
two main obstacles to future 
progress in the Uruguay 
round. The other is the pro- 
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America s trade policy: 
perestroika in reverse 





tection of intellectual prop- 
erty rights. Here too Mrs 
Hills is being as flexible as 
possible. On February 21st 
her negotiator at GATT talks 
in Geneva announced that 
America would not block the 
formation of a panel to judge 
the rights and wrongs of 
American restrictions on im- 
ports from Brazil. These re- 
strictions were imposed in re- 
taliation for Brazil's refusal to 
respect American drugs pat- 
ents. Under present GATT 
rules, the panel is bound to 
find that America acted 
unfairly. 

With the decks cleared of these dis- 
putes, Mrs Hills can get down to what Con- 
gress sees as her main purpose: using the 
"super-301" clause of the Trade Act to 
crack open markets now closed to American 
exports. (The clause allows retaliation 
against "unfair" trade practices.) The report 
to be delivered in May will list the practices 
that do most harm to American exports and 
name the guilty countries. Despite intense 
lobbying, South Korea will be high on the 
hit-list. America's trade deficit with Europe, 
Japan and Taiwan fell between 1986 and 
1988, but its deficit with South Korea in- 
creased by a third to around $10 billion. 

This is still only a fraction of America's 
$55 billion trade deficit with Japan during 
1988. Many policy-makers 
want Japan on the list of su- 
per-301 targets. Mrs Hills is 
less keen. The Japanese have 
begun to show a new-found 
confidence in using GATT to 
defend themselves. If they 
were to appeal to GATT 
against any threatened use of 
super-301, they are likely to 
find an ally in the EEC. The 
Europeans are alarmed by 
America's haste to take retal- 
iatory action regardless of 
whether GATT rules justify it. 

The application of Amer- 
ica's new Trade Act is bound 
to increase the friction. Con- 
gress is already veering from 























the aim of greater market access for Ame 
can exports, which it considers respectabl 
to plain old-fashioned protection, whic 
disavows. Actually, America's ! 
stance since 1980 has been finer in we 
than in deed: under Mr Reagan, trade barr 
ers rose faster in America than in most othe 
countries. Despite that, the trade deficit h 
stopped improving. With the doll: 
propped up by high interest rates, the out 
look for a second boom in exports is poo 
Further reductions in the trade deficit m 
have to come from lower imports. Accor 
ing to an emerging consensus, that mu 
mean managed trade: a proliferating syste 
of agreements between governments, sayir 
which countries should sell how much 

whom. 
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Down with consumers | 
Japan is the managers’ favourite subje 
Examining trade with Japan, the Advisc 
Committee for Trade Policy and Negot 
^" which reports to Congress, was stru 
y: , 
a growing frustration with . . . an approach 
managing the bilateral relationship that 
piecemeal, too confrontational, and too pr 
cess-oriented; and a parallel desire . . . chat 
tions taken to resolve bilateral trade issues 1 
indeed yield results. 
Instead of getting into piecemeal f ghts, t 
committee wants America to work out } 
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much of each type of good it she d be: | 
ing to Japan, and if Japan is buying le: 
make it buy more. No need for quarrell 
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p^ allin : Tout Not unless—perish the 


I E ht—Japan disagrees. 
4 at would managed trade mean in 
m stice? The answer is quotas, and lots of 


traint agreements (vras). Mr Bush has 
d to extend the vRA on steel when 
current one expires in September— 
though the American steel industry is now 
ne of the world’s most competitive. Politi- 
ns like VRAs for the same reason that they 
less shy about managed trade: it 
il sounds wonderfully results-oriented. Yet 
in fact is that VRAs do not work. 

- Yes, VRAs can stop Americans from 
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More Americans are 
driving around towns in 
mini-vans or even more 
macho four-wheel-drive 
vehicles — indispensable 
- for getting down to Bloomingdales in the 
muddy season. Americans last year 
bought more than 2m of these MPvs. 
— Time, naturally, to tax the imported 
- ones—or so America's ever-free-trading 
- car industry insisted. 
At first, the United States Customs 

_ Service obliged. It ruled that MPVs are 
Spot really cars at all: they are a form of 
light truck. They can therefore be sub- 
E. to the 25% tariff levied on light 
trucks, not the 2.5% duty on imported 
| Cars. This was an elegant form of protec- 
genie last year European and Japanese 
. Companies exported 150,000 MwPvs to 
< America as cars. First lesson, then: pro- 
— tectionism is learning new and more 
- elaborate disguises. 
—— Second lesson: trade policy in Amer- 
ica is made and unmade by any number 
2 - ofi institutions. Enter the Treasury. After 
- examining imported MPVs at Baltimore, 
[its officials decided that four-wheel-drive 
| ; and sports vehicles with four doors, as 
"well as vans with side windows, a rear 
_ door and rear seats, are all cars. Others, 
— the Treasury says, are trucks. So—third 
— lesson—Japan nowadays gets the thick 
— end of any wielded stick. Japanese manu- 
f: —acturers are the main foreign suppliers 
- of small, two-door models. 
- . Fourth lesson: protection is extended 
even when industries are doing well. 
American carmakers are making record 
. profits (General Motors recently an- 
. nounced 1988 net earnings close to $5 
| billion). This comes expensive. Mr Rob- 
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hem, under the nice title of "voluntary" re- . 


"The row about import tariffs on so-called multi-pu 


. catego which pe eve rom Ch 
t Ag tos British Range Rovers) 


| turned i into a useful case study in modern American protectionism 
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products. Instead they buy fewer, dearer 
ones. At the same time Americans have to 
pay higher prices for competing domestic 

s, too. That is why vRAs since 1981 en- 
abled both foreign and American car-mak- 
ers to raise their prices more than they oth- 
erwise could have—on average, by $2,000 
and $500 a car, respectively. So it is not ob- 
vious that quotas will succeed even in their 
narrow aim of reducing the dollar value of 
imports. If they do, they may still fail to re- 
duce the trade deficit. A fall in the deficit 
brought about by vras (rather than by, say, 
a cut in America's budget deficit) is likely to 
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ert McElwaine, president of the Ameri- 
can International Automobile Dealers | 
Association, reckons that dearer im- 
ported MPVs would allow domestic man- 
ufacturers to increase their prices at a 
cost to American consumers of $1 billion 

a year. 

Fifth, and last, lesson: managing trade 
is a policy that has no end. The MPV row 
was caused by the failure of a previous 
attempt at protectionism: the “volun- | 
tary" restraint agreement (VRA) that | 
America forced Japan to accept in 1981. | 
Japan has just announced that it will con- 
tinue to abide by the VRA even though its 
exports last year fell short of the quota. 
Japan was able to import MPVs as cars 
when the quotas were unfulfilled, and 
import them as trucks when the quotas 
were used up. How many other embar- 
rassing holes in its trade protection will 
America suddenly discover in its new- 
found enthusiasm for managed trade? 


Ed quite so many Lind cheap Japanese 
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foreign demand for American goods. This 
way, protection acts as a tax on exports. 

The report lays much of the blame for 
America's trade imbalance at America's 
own door: the combination of a large federal 
budget deficit and a low rate of personal sav- 
ings required a capital inflow, and an equal 
and opposite current-account deficit. The 
administration and most of the people on 
Capitol Hill now know to. nod wisely at 
that—while planning to let the budget defi- 
cit fester. The report follows this flash of 
good sense with the idea that Japan (an 
economy growing at 696 a year) needs to car- 
ry on stimulating domestic demand. 

In the end, the committee comes down 
for managed trade because it believes Japan 
imports much less than it should. Since Ja- 
pan has few explicit trade barriers, hidden 
protection must be to blame. In fact, recent 
economic studies on how much Japan 
"should" import are divided: some say its 
imports are in line with factors such as trans- 
port costs, GNP per head, and natural re- 
sources, others that it buys less than these 
would suggest. The second lot of studies of- 
fer no evidence whatever that hidden pro- 
tection is to blame. The cause might simply 
be that consumers in Japan—as in Ameri- 
ca— prefer Japanese goods. 

However, concede for a moment both 
doubtful premises: Japan imports "too lit- 
tle", and the reason is disguised protection. 
Would it then make sense for America to 
retaliate with protection of its own? If the 
chosen form of protection were a VRA, the 
answer would certainly be no. If the protec- 
tion took a less stupid form (an auctioned 
quota, say, or a tariff) the answer would (al- 
most) certainly still be no. Under all these 
schemes America's consumers can expect to 
lose more than its producers and tax-collec- 
tors jointly gain. And remember that the 
consumers of many imports (steel, chips) are 
firms, not just fat folk pushing supermarket 
trolleys. But Capitol Hill is more concerned 
with its pretence of preserving voters' jobs 
than with economic truths. 

Mrs Hills is most concerned with de- 
fending her turf. The State Department and 
Treasury will be anxious to ensure that no 
hasty use of super-30l threatens their 
grander designs. Mr Robert Mossbacher, 
the secretary of the Commerce Department, 
will doubtless do his best to see that foreign- 
ers (consumers of America, this means you) 
do not get off lightly. He would not mind if 
Mrs Hills's agency got absorbed into his on 
the way. Stir in : aom House committees 
with an interest in trade, Mr Dan Quayle 
wearing his Tsar-for-Competitiveness hat, 
and a shoal of lobbyists, and the scope for a 
divided and destructive trade policy is great. 
An undivided one would hardly be prefera- 
ble. The only satisfactory trade policy is no 
trade policy at all. 
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Debt: the zero option 


. Repaying the 


national debt is 


OO 
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to become fashionable. Is this a 


sensible goal? What level of debt is prudent? 


N 1988 the governments of seven OECD 

economies, including Britain, Austra- 
lia and Sweden, ran budget surpluses. Sev- 
eral others, including Japan, are closer to 
budget balance than they were at the start 
of the 1980s. Indeed in 1989 the average 
budget deficit of OECD countries as a per- 
centage of their GDPs is expected to be the 
lowest for 15 years. The ratio of public 
debt to GDP, which rose sharply in most 
countries in the first half of the 1980s, is 
now either falling or broadly stable in ev- 
ery big economy but one—the exception 
is not America but Italy. On present poli- 
sies Britain’s national debt will disappear 
around the turn of the century. 

Such determination seems impressive. 
But neither theory nor history offers any 
guide to the "right" level of a country's 
national debt. Currently, Italy, Belgium 
and Ireland all have debt-to-GDP ratios of 
around 100%, but much p ratios 
have been seen in the past: after the sec- 
ond world war Britain's was 200%. 

Too much public debt is bad for an 
economy's health in three ways: 

e Investors demand higher interest rates. 
This may deter private investment and 
force the currency up, squeezing exports. 
e Governments can be tempted to use in- 
flation to erode the real burden of debt. 
e |f real interest rates are greater than the 
growth rate, the debt ratio can rise with- 
out limit. 

These risks suggest that governments 
might aim to stabilise the ratio of their 
debts to Gpp. This, however, produces a 
bizarre result: the higher a government's 
debt ratio and the higher the inflation 
rate, the more it can borrow. Back-of-the- 
envelope calculations show that the Ital- 
ian government, with a debt ratio ap- 
proaching 100% and nominal GDP growth 
of 896, could happily run a deficit of 896 of 
GDP and keep its debt ratio constant. West 
Germany, with a debt ratio of 2496 and 
nominal GDP growth of 596, would have to 
run a deficit of only 1%. 

Classical economists were almost 
unanimous in condemning national debt; 
their advice would be to borrow only in 
times of war, national emergency or any 
other crisis, and then repay promptly in 
peacetime. Clearly, countries like ltaly, 
where public debt is dangerously high, 
should aim to cut their national debt bur- 
den, but not necessarily to abolish it. Not 
all debt is bad; it can be put to productive 


National debt is a government's debt 
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to its own citizens. Unlike foreign debt, 
which has to be serviced out of export 
earnings, it is not a real burden on the 
economy, but a transfer between present 
and future generations. The right amount 
of debt will therefore depend partly upon 
the desired balance between present an 
future consumption and the desire to 
smooth out tax rates over time. 
Moreover, borrowing to finance pro- 
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ductive investment which generates fu- 
ture income or social benefits is surely 
more prudent then borrowing to pay bu- 
reaucrats’ salaries. This suggests a better 
fiscal rule: rather than stabilising their 
debt, governments should aim to main- 
tain their net worth (ie, total fixed and fi- 
nancial assets less liabilities). A paper* by 
two economists at the British Treasury, 
published in 1985, argued in favour of 
this balance-sheet approach. 


* Approaches to the PSBR. J. Odling-Smee and C. Riley. 


NIESR August 1985. 


+ Public debt in a medium-term perspective. OECD Eco- 


nomic Studies Aurumn 1986. 
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The oECD's tentative calculationst — 


suggest that governments’ net worth (esti- - 
mated as the replacement value of the 
fixed capital stock less financial liabilities) 
has fallen in all the big OECD economies 





except Japan in the 1980s (see chart). Pub- | 


lic investment been insufficient to 
maintain the value of the capital stock. In 
America the government's capital 


fell from 70% of GP in the mid-1970s to _ | 


56% in the mid-1980s; Britain's fell from — 


over 8096 to under 7096. These figures 
should be handled with care because valu- 


f 


"UL 
| 


ý 
| " 


; 


D 


ing assets at replacement cost overstates || - 


their true value. (If a loss-making steel 


plant were blown up, it would not be re- _ 


built.) The figures show changes in net 


worth over time and should not be used to 


compare levels between countries. 
There are many other measurement - 


problems. For example, it can be argued 


that spending on education and health - 


should be counted as investment rather 
than as current spending: both add to hu- 
man capital. And how do you put a value 
on prisons or public parks which yield lit- 
tle or no financial return but significant 
social benefits! Despite these qualifica- 
tions, balance-sheet indicators are still 
better guides to the appropriate level of 
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government debt than are debtto-GDP |. 


measures. 
The balance-sheet approach can also 
be extended to take account of future un- 


~ funded public pension liabilities as popu- 


lations age. In West Germany, for exam- 


ple, the ratio of old-age pensioners to - 


workers is forecast to rise from 3096 now 
to 4196 in 2010, and to 6496 in 2030. If 
the government kept its non-interest bud- 
get balance constant at the current level, 
the OECD estimates that West Germany's 
net debt ratio would fall from 24% to 5% 
by the year 2010. Add in the expected rise 


‘ 


in pension payments, and the debt ratio | 
jumps to 8596 in 2010. The government's - 


policy of cutting borrowing today (and 
thereby lessening the future rise in taxes) 
therefore makes a lot of sense. 


One caveat: the initial level of net 


worth cannot be taken as "correct". If | 


bad policies have been pursued in the - 


past, it may be too low. Also, any given 


net worth can be achieved at many differ- || 
ent levels of gross assets—each implying || 


different degrees of government involve- 


| 


| 
| 


ment in the economy. The net-worth rule || 


cannot choose between them; at best it in- 
dicates whether the government's policies 


are financially prudent. If the government | 


believes that the resources it claims would 
be better used in the private sector, then it 
should invest and borrow less. 





— Wr Ny 


Ha 


7. 20 


AL 


GRAND METROPOLITAN PLC 
O63 


Grand Metropolitan plc 
has acquired 
through à public 
tender offer 
The Pillsbury Company 


We acted as financial 
adviser to Grand Metropolitan 


Michael 


Marks & Spencer pic 
has acquired 
Brooks Brothers, Inc. 
from 
Campeau Corporation 


We acted as financial 
adviser to Marks & Spencer 


cjsON> 


Fisons plc 
has acquired the 
pharmaceutical division 
of 
Pennwalt Corporation 


We acted as financial 
adviser to Fisons 





eader in Cross Bc 


GRAND METROPOLITAN PLC 


083 


Grand Metropolitan plc 
has sold 
Inter-Continental Hotels 
LO 
The Saison Group 


We acted as financial 
aduser to Grand Metropolitan 


TI Group pic 
has sold 
TI Canada Inc. 
to 
Ferrum Inc. 


We acted as financial 
adviser to TI Group 


IGX Corporation 
has been acquired 
by 


A.B. Dick Company 


We acted as financial 
adviser to IGX Corporation 


S.G.WARBURG & CO. INC. 


A Member of S.G Warburg Group plc 


London O New York O Tokyo O Auckland D Boston LJ Geneva LJ Hong Kong LJ Isle of Man LJ Jersey 


S.GWarburg & Co. Ltd 
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MERCK & CO., INC. 


Merck & Co., Inc. 
has sold its 
50.54 per cent. interest in 
Torii & Co., Ltd. 


to 


Asahi Breweries Ltd. 


VG Instruments plc 
has acquired 
through à public 
tender offer 
Kevex Corporation 

; We acted as financial 
We acted as financial adviser to Merck & Co Inc 
adviser to VG Instruments 
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Ellis & Everard pic 


has acquired the assets Johnson Group Cleaners PLC 


of 
United Chemicals Inc. 
from 
Sanitas Inc. 


We acted as financial 
ädviser to Ellis © Everard 


Bardon Group PLC 
has acquired 
The Guyott Company 


We acted as financial 
adviser to Bardon Group 


has acquired 
through a public 
tender offer 
Dryclean U.S.A., Inc. 


We acted as financial 
adviser to Jobnson Group 


\ 


© 


GL Holdings Corporation 
has acquired 
Gotaas-Larsen Shipping 
Corporation 


We acted as financial 


adviser to GL Holdings Corporation 
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West German engineering exports 


The machine lives 


BONN 


West Germany, like Japan, is supposed to be facing an export squeeze be- 


cause of high domestic costs. It isn't 


For a breed once thought to 
be facing extinction, West 
Germany's mechanical engi- 
neers are a frisky lot. Their or- 
der books are bursting and ex- 
ports booming, especially to Western 
Europe. Foreign demand for capital goods 
in general and engineering products in par- 
ticular looks set to drive West Germany's 
trade surplus this year even higher than the 
record DM128 billion ($73 billion) of 1988. 
Capital goods account for more than half of 
total exports—and their share is rising. 

This is strange because at the start of the 
decade, when the country ran only a lowish 
trade surplus (and a current-account deficit) 
engineering was one sector widely pilloried 
for being too slow to adapt. So what hap- 
pened? Take the case of MAN, the country's 
biggest engineering group with annual sales 
of around DM15 billion. 

Until a few years ago MAN, or 
Gutehoffnungshütte Aktienverein (GHH) as 
it was then called, seemed a flat-footed giant, 
long on history (its origins go back to 1758) 
and short on efficiency. It made too many 
products (everything from widgets to buses) 
and lacked a sense of direction because of 
conflict between its two widely-separated 
power centres, the GHH holding company in 
Oberhausen in the Ruhr and an outsized 
subsidiary called MAN in Bavaria. In 1982 it 
plunged into losses. 





Since then the group has pulled up its 
socks. It has: 
@ Been restructured through a merger in 
1986 between the holding company and the 
subsidiary to form MAN, with headquarters 
in Munich (a notable victory for Bavaria in 
West Germany’s economic 
tug-of-war between north 
and south). 
@ Stopped making relatively 
unprofitable products such 
as lifts, pumps and heavy 
cranes, and cut the amount 
of manufacturing done in its 
own workshops (by sub-con- 
tracting). Simultaneously it 
has expanded its licensing 
business (believed to bring 
around DM20m in net in- 
come annually) and sold 
more engineering know-how, 
especially through its subsid- 
iary Ferrostaal. 
e Increased cross-border 
collaboration, notably with 
the Alsthom engineering group of France. 
In one move it has taken a stake in Pielstick, 
an Alsthom offshoot, which gives it better 
access to the French diesel engine market; in 
another, Alsthom is taking 4596 of MAN 
Energie in a combined bid to crack the 
tough market in turbines against competi- 
tors like Asea Brown Boveri. 
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Boring, but think of the money 
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@ Turned out a new truck range, sprucer 
and less costly to run, at MAN 
Nutzfahrzeuge, its commercial-vehicles sub- 
sidiary. The result is that in the early 1980s 
the group had to sell more than 25,000 vehi- 
cles annually to break even; now the break- 
even point is below 20,000. Last year MAN 
sold 24,500. There is a new product range 
too at MAN Roland, the printing-machinery 
subsidiary which in the last business year got 
an order from Mr Rupert Murdoch worth 
close to DMI billion, its biggest ever. Lastly, 
MAN has 

@ begun to transform its subsidiaries from 
limited-liability companies (GMBHs) into 
public limited companies 
(AGs). This implies more dis- 
closure of information about 
how the companies are do- 
ing. That will make it harder 
for the less buoyant perform- 
ers to conceal themselves be- 
hind the top-notchers in t 
overall balance sheet. 

Much of this bears the 
stamp of Mr Klaus Gótte, for- 
mer finance chief of the Mu- 
nich-based Allianz insurance 
group, who became boss of 
the engineering group in 
1984. Allianz, along with 
Commerzbank, MAN's other 
main shareholder, propelled 
Mr Gitte into the top job de- 
spite criticism that the group really needed 
an industrialist, not an accountant. In the 
event the appointment has paid divi- 
dends—literally. 

Last year (to June 30 1988) MAN raised 
its net profit by 2496 to DM202m and 
boosted its dividend from 1196 to 1396. A 
still bigger payout looks likely for this year. 
In the first half (to end-December) overall 
sales rose by 14% to DM7 billion and orders 
by 20%. Foreign sales and orders were esp- 
cially buoyant—increasing by 20% ar 
22%. 

True, plenty remains to be done. The 
company's margin on sales, at 1.3%, is still 
low; the high-tech subsidiary MAN 
Technologie is in the red with high R&D 
costs not yet paying off (although MAN is do- 
ing a growing chunk of work for the Ariane 
space programme). MAN may also come to 
regret the sale to Daimler-Benz, in 1985, of 
its half share in MTU, an advanced engine- 
builder—but at the time it needed the cash. 

Despite all that, the group—along with 
domestic competitors such as Thyssen and 
Mannesmann—is ending the decade in bet- 
ter shape than it began it. The recent weak- 
ness of the D-mark against the yen may ex- 
plain part of the boom in foreign sales, but it 
does not explain it all. As German tradi- 
tions of high-quality training and technical 
skills continue to underpin economic suc- 
cess, watch the trade surplus grow. 
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1solidated Gold Fields by Minorco, 
i es ment company controlled by 
h Mrica' s Oppenheimer family, has set 
record: it is the biggest yet seen in Brit- 
t may set others as well. Takeovers in 
are becoming more "American", 
Y writthrowing lawyers, loud political 
bates, and corporate restructurings. 

After the first bid, which valued 
nsGold at £2.9 billion last September, 


id referred both to Britain's Monopolies 
and Mergers. Commission and to the Euro- 
an Commission. To no avail. The MMC 
the bid on February 2nd; on Febru- 
7th the rec followed suit. 

‘similar attempt to stop Minorco 
ugh South Africa's competition board 
also failed. But ConsGold has been more 
- successful in America. Newmont Mining, 
Which is half-owned by ConsGold, won a 


preliminary injunction from a district court 





in New York that prevents Minorco from 


. increasing its stake in ConsGold. An appeal 
- court will soon announce whether it will up- 
hold that injunction until the case goes to 
... full trial. The trial will decide whether the 
. acquisition of the western world's second- 
. biggest gold miner by an arm of its biggest 
gold miner breaks anti-trust law. The appeal 
court might modify the injunction, but it is 
unlikely to reverse it and dismiss the whole 
P case, thinks a lawyer involved in the case. 
..Minorco must issue a formal offer docu- 
ment within 28 days of relaunching the bid, 
. regardless of whether the American judges 
.. have pronounced by then. Then the finan- 
cial battle can begin in earnest. ConsGold 
. has. prepared the ground by carrying out a 
— geological audit of its mineral deposits. 
"ars defence document is likely to value 
 "ConsGold's assets at £1620 a share— 
against Minorco's offer of £14. 
 —. The. traditional British  fallback—a 
| white knight—will probably not be used to 
: keep Minorco at bay. ConsGold is too much 
-ofa mouthful for most friendly bidders. The 











. most plausible knight, RTZ, n ruled itself. 


-out by buying BP Minerals instead. So 
-Cons old- has looked at a number of 
erican’ ' takeover defences. The easiest 
1e; a "Pacman" defence whereby a target 
_ bids for its bidder, looks tricky. In January, 
- Plessey, a British electronics firm, joined a 
~ syndicate of bidders for GEC: GEC had earlier 
offered £1.7 billion for Plessey. But 
. Minorco, which is listed in Luxembourg and 
. is 6096 owned by the Oppenheimer family, 
- would be a difficult target. 

. Other "American" ideas fall foul of Sec- 
1 of Britain's Takeover Code, under 
a target is not allowed to take any 
























billion) bid for 


nsGold's lawyers and lobbyists had the | 


















TILL cps drive out Les? Opinion 
! bounces to and fro. One minute, a 

"d second company goes over entirely to 
| compact discs, as did Tamla Motown. 
| The next, all the consumer-electronics 
giants announce yet another range of im- 

proved long-playing-record equipment. 

Yet. the evidence from . Japan—that 

maker of so many consumer trends—is 

-now becoming irresistible: the LP is dead. 

Long live the cp. . 

In August 1988, the latest month for 
which figures are. available e, long-playing 
records accounted for less than 696 of 
Japanese pop-music sales of Sony-CBs, 
the world's largest record company. 
Records took a 5% share of its classical- 
music sales, imported pop sales under 
4%, Last year Sony-cBs issued four-fifths 























of its imported pop music on con 
disc only. 

The cp has conqueted Eus par 
because its consumers love novelty (i 
than 4096 of households already 
least one CD player and 800,000 m 
bought every a month), and partly be 
cause the machines have Deen, 80 



















ee companies’ pricing laa Co on 
pact discs started out in 1982a quarter tc 
a third more expensive than record: 
now they rarely carry more than à 
premium, and often less. e 
Lower compact-disc prices would h 
ald the death of records in other cou 
tries too. In America, where CDs often 
cost up to twice as much as LPs, they out 
sell them by only 1.6to 1, compared with 
5.2 to l in Japan. Western record compa 
nies have continued to charge these ex 
orbitant prices because they fear that dig- 
ital audio tape machines might kill off 
the CD even before it catches on. Japan 
has shown that this need not be so. Nei- 
ther should record companies. 
about home taping—Japan has a well-de 
veloped network of rental shops. which 
for a fifth of the price of a CD, will lend 
you one for the weekend and throwi inan 
ordinary tape-cassette to copy it on : 
But in the discs sell. | | | 
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"frustrating action”. This rule is meant to 
stop companies hacking themselves to 
pieces just to avoid capture (the "poison 
pill"). Some financiers are surprised that 


ConsGold did not restructure itself between. 
the first bid lapsing and the second begin- 


ning (ie, whilst Rule 21 did not apply). It 
now has two options. | 
The first is to set up a series of joint ven- 
tures or corporate alliances. GEC used this 
method (via a series of agreements with 
America's General Electric) to scuttle the 
Plessey consortium. But there are few bedfel- 
lows that ConsGold might nestle up to. The 
second, which ConsGold is looking at, is to 
float off part of the company: that way, the 


theory goes, the whole company will be re- 


rated. Last year Racal, a much-criticised elec- 
tronics company, increased its value by 
floating off its cellular-telephone "crown 
jewel", Vodafone. The hot tip for this treat- 
ment at ConsGold is arc. It alone may be 
worth £1.5 billion. ConsGold could not 
pull this deal off now: it is banned by Rule 
21. But it could promise to do so if 
Minorco's bid were to fail. 

The City's institutions which hold 
around 40% of ConsGold’s shares have 


nied feelings abaut. pea tin i 

would increase ConsGold’s va 
implication it backs up Minor 
ConsGold needs to be reorga 
Citymen keen on the idea of / 
defences in London. They prefer th 
tional rounds of "institutional pre: 
tions" where they (and they alone) 

company's fate over tea and biscuit 


On the other. hand 













eig: ones. Theees suspici 
come by a higher offer. Heh hig 
Minorco go? Mr Julian Ogilvie- 
the deputy chairman of Anglo-/ 
and patron of the ty eg vs 




























the stigma A Er. would pow t 
next attempted acquisition more ex 
Meanwhile the falling price of gold 
many of Anglo-American’s high-cost 
in South Africa into the red, thus increas 
the attraction of those low-cost ones có 


trolled i ConsGold. 


























ol Fel Veg to ET recovety. The com- 
"ds Jaguar, which, after losing £1m a 
k at its nadir in 1980, sprang free of state 
trol and re-established a high reputation 
208. Angeles, where laguars are again 
es of quality and style, to Le Mans, 
ere they won last year's world sports-car 
impionships. But it has not been enough. 
uar remains a midget in a market increas- 
ominated by giants. Now its indepen- 
is at stake; predators prowl. 
Jaguar has been put into its defensive 





























"he firm's $ costs are aliad too high. 


hen its main. rer is getting oe 
early half the Jaguars built last year were 
in America, where sales of most luxury 
Orts are falling. Some analysts think that 
Tula in 1988 were no more than 


i, for an i to e its entire 
rcedes model range within the next five 
'$. But Jaguar is especially vulnerable be- 
it is one of the smallest of this species: 
o nly one-tenth as many cars as the 
man luxury-carmaker. As the Japa- 


iani sd unveil stylish new models— 





ide their "bos at last Biens Detroit mo- 
E show - he Deces e can pua increase 
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able to face the fate Ie True, PE com- 
pany cannot easily be bought outright: until 
the end of next year the British government 
can veto any takeover of which it disap- 


proves. But the market whisper is that 


Volkswagen, Mitsubishi Motors, Ford and 
more are already casting their eyes over the 
not-so-big cat. 

So what might happen? Jaguar's obvi- 
ous niche, says Mr John Lawson of the No- 
mura Research Institute in London, is not as 
a competitor to BMW, Daimler-Benz or the 


Japanese. The company should be a special- 
ist maker of classy cars. That, says Mr — 
Lawson, is a formula uniquely applicable to 


an independent company. Maybe so, but re- 








cent experience 
shows that big 
car companies are 
finding ways to take specialist marques un- 
der their wing: Ford has a 75% stake in As- 
ton Martin, Fiat owns Ferrari. 

They do so not to bolster the image of 
their volume cars by adding a luxury make 
(they do that with Gri versions of standard 
production cars) nor to interfere with the 
management (in Britain, General Motors 
does not know details of the consultancy 
contracts that Lotus, which it bought in 
1986, has with 19 other carmarkers, nor has 
Ford meddled with Aston Martin). They do 
it in order to provide small carmakers with 
production technology needed to build cars 
more efficiently, as well as the finance with 
which to do it. Under Fiat, Ferrari has 
boosted production sharply from the fewer- 
than-1,000 cars a year that it made in the 
early 1970s to about 4,000 last year. In re- 
turn the big companies get new ideas and 
different skills—Ferrari has provided Fiat 
with designers, Lotus has given GM com- 
puter-controlled active suspension from for- 
mula-one racing. 

Could such a big-brotherly relationship 
help Jaguar? It might. A substantial minority 
stake by another company would certainly 
have a political logic: it would pre-empt any 
potentially embarrassing hostile takeover 
bid in 1991. As that might be an election 
year, such a tie-up could prove an attractive 
option for a government seeing its 
privatisation star on the wane. 






















BANDAR SERI BEC 


consists of t two ek e E 
jungle on the north-west coast of Borneo, of- 
ficials have a ready answer: the. wealth-pro- 
viding oil and gas will run out in a genera- 
tion. Since half of Brunei’s population is 
under the age of 20, the country needs to 
learn a work ethic sooner rather than later. 
So much for good intentions. Most of 
Brunei's 230,000 inhabitants are relaxed: 
they have a 3 for mariana but it doesn' too 
have quite the same sense of urgency. The » 
country s GNP per head is around $15,400 a 
year; its current account is in constant sur- 
plus despite falling petroleum revenues (fi 
conservation purposes, oil output, wl 
peaked at 261,000 barrels a day in 19' 
now held at 150, 000 b/d); it has no foreign... 
debt; and it has foreign reserves of perhaps, d 
$20 billion (or $90,000 per head). P 
Not surprisingly, most Bruneians seem _ 
happy with their lot. And the lot who are. 
happiest of all are those who work for the 


government—a huge 46% of the country's 


total 85,000-strong workforce. No wonder: 
civil servants get, in addition to the gener- 
ous welfare system, cheap food and even 
subsidised television sets that are available 


to all Bruneian citizens, a free pension — 


scheme and soft loans to buy cars and 
houses. The result is predictable. Every gov- 
ernment-run building has too many people 
with nothing to do. Brunei’s best and 
brightest work for the government, where 
they dream up ways of encouraging others 
to enter the private sector. 

The basic problem is not unique to Bru- 
nei. The sheikhdoms of the Gulf also have 
tiny populations and huge revenues; t! 
have proposed grandiose schemes for indus- 
trial diversification; and they, too, rely. on 
imported labour. i 

Indeed, the comparison ids to favour E 
Brunei. Apart from the Sultan's 1,700-room = 
palace, Brunei has few signs of ostentation. 
Some 30,000 still live in Kampong Ayer, a` 

"water village" on stilts in the Brunei River. 
Because the villagers do not want to move, 
the government pipes water and electricity 
to every wooden shack. Nor does Brunei 
have the huge dry-docks, petrochemical . 
plants, aluminium smelters and redundant. 
international airports that litter the Gulf. 
Whereas in the Gulf, foreigners outnumber 
the indigenous population, i in Brunei immi- 
grants—mainly Filipinos, Thais, Malaysians 
and Indonesians—constitute only 3696. of E 
the workforce. 

Brunei's real constraint is its small ES 
E skilled people, which ii perhaps hot sur- 
ising given that y is smaller 
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consistently out-perform. the | 


FT-SE 100 share Index. ffs. 


-» LOOKS LIKE THEY 
MUST BE Using 
= TRADED OPTIONS 





you On request with the brochure A GUIDE TO TRADED. 











plus information on an ‘Option Analysis and Pricing Diskette 


and various training Courses. Expert assistance on options is 
also available on the LTOM information line: 01-628 1054. 4 
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AB P | h | d "The challenge to keep pace with 
Igita C pe change is a constant. Because technol- 
D P Fib ogy accelerates change, we must work 
uront Fibers with a technological leader. Our woti 
maintain its with Digital has proved to be extreme- 

ly rewarding. 


#] position in “Faced with global competition, we 


Saw the need to rethink our appre ach 


a decade of to market leadership. We wanted total 


‘ » integration — from the factory floor to 
rapid change: the marketplace to financial and admin- 
istrative offices. ] Jigital worked with 
us every step of the way. Together we 
planned, designed, implemented and 











































tested. 

"More and more, we have infor 
mation when and where we need it. 
Our customers tell us they see a great 
improvement in our responsiveness to 
their needs. 

-~ “Working with Digital, sharing 
our goals and visions, gives us an edge 
We're staying on the leading edge ol 

- change, where we want to be." 

The rewards of working together. 

Digital's approach to networking 
is the most flexible, cost-effective 
means toward the total integration 
of your workplace. 

Today, with demonstrably supe- 
rior networking, Digital gives you an 
: elegantly simple way for your people 
ares to work together more productively, 

; more creatively, more efficiently, more 
competitively. 

To learn more, write to Digital 
Equipment Hong Kong Ltd., 19-21/F 
Fleet House, 38 Gloucester Rd., Wanchai, 
Hong Kong, or Digital Equipment 
Corporation Japan, Sunshine 60, PO Box 
1135, 1-1, Higashi Ikebukuro 3-chome, 
Toshima-ku, Tokyo 170, Japan, or Digital 
Equipment Corporation Pty., Ltd., North- 
ern Tower, Chatswood Plaza, Railway St, 
P.O. Box 384, Chatswood, New South 
Wales 2067, Australia 
A way to work together like 


Digital 
has 
it 
DOW 


never before. 
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ats. Yang Amat Mulia Pengiran Laila 
Diraja Pengiran Bahrin bin Pengiran 
aji Abbas (educated at public school and 
ersity in Britain) is not just the attorney- 
xeneral. He is also the minister of law, the 
puty chairman of the national airline and 
director of Brunei's oil and gas companies. 
. So how can Brunei possibly achieve its 
ated goal of “a dynamic, disciplined and 
sponsible society” which will not depend 
on selling 5m tonnes of liquefied natural gas 
ach year to Japan? The official answer in 
the 1986-90 development plan is diversifica- 
tion. Plantiers at the ministry of finance talk 
ue of developing food processing, ceramics fac- 
."tories, aquaculture, a cement plant, glass- 
aking, and much more. Reality is mocking 
‘so far there is little more than a small 
ile factory (with foreign workers) and 
“virtual self-sufficiency in poultry and eggs to 
Yt demonstrate a shift away from petroleum. 
The unofficial answer is that it could 
hardly be otherwise. What commercial flair 


































there is in Brunei is almost entirely repre- - 


sented by the 41,000-strong Chinese com- 
munity. But in 1984 the Sultan declared 
that his country "shall be for ever a sover- 
eign, democratic and independent Malay 
Muslim monarchy.” That means racial 
discrimination in favour of Malays. Natu- 
rally many Chinese are emigrating to Aus- 
tralia and Canada. 

Meanwhile the Malays sit in the govern- 
ment’s pocket, helping themselves to the 


-— contents. After all, why take risks in the pri- - 


vate sector, when you get more money in the 
-risk-free public sector? Arguably, this may 
» be one case where such logic may not be 
short-sighted. If che government's invest- 
. ment agency, which handles most of the 
s -yntry’s foreign reserves, is competent, 
imei should be able to live quite comfort- 
-ably off its investment income once the oil 
runs out. Let the poor keep their work ethic. 








| Books 
Opening up the 
open market 


y Thanks to the Spirit of 1992, 
= the international stature of the 
English language leaves British 








blessed—wistful, 
| the self-contained worlds of 
:. those who publish books in French or Ger- 

“man, bdo di the a of ' the free 


ies initiative-sapping Malay - = 
toan extreme, those who areboth — 2 spices meg 
and well-educated have to wear 


publishers exposed rather than. 
perhaps, of 


emen atm -— 





guage books has been divided up. 

Roughly speaking, literary agents sell 
books in English to British or American 
publishers as exclusive British rights that 


cover Britain and most of its former and 


present colonies, and as exclusive American 
rights that cover the United States and of- 
ten Canada. Beyond these areas lies the 
"open market" —the rest of the world, to 
which both sorts of rights-holder can negoti- 
ate access and where they tend to compete 
on their merits. | 
Continental Europe forms part of the 
open market in this informal but enduring 
arrangement: hence the problem. It has be- 
come obvious to British publishers that Brit- 
ish rights are holed below the waterline by 
the Treaty of Rome. À wholesaler in, say, 
Frankfurt who bought a cheap consignment 
of an American best-seller from its Ameri- 
can publisher could sell it on the British 
market despite "exclusive" rights owned by 
a British firm. European case law is making 
this steadily clearer, and the European 
Commission said as much in a written an- 
swer to the European Parliament last De- 


cember. As the open market of 1992 takes 
shape, such Euro-leakage becomes more and 


more probable. 

British publishers see two ways out. 
They would like to negotiate an exemption 
for book-rights with the commission. This is 
a tall order: the commission exists to create 
a single European market and to bind Brit- 


ain into it. Mr Clive Bradley, the chief exec- 


utive of Britain's Publishers Association, is 
trying to get a derogation from the Treaty of 
Rome but he says that "the chances of our 
getting one are dwindling all the time.” 
The second and more likely way is to in- 
sist that exclusive British rights cover the 
rest of the EEC. Penguin Books is determined 
to do this and has signed 44 pan-European 


guage D as pn 
from Gls and tourists 
rope '$ S RE D ^ 


more ME mE to e M fitt 
them, it will seek access to cert = 
colonial ee ps UM “te p 






adita a on its lamin cers 
35% of its sales, of which. roughly 2 5% 






only oand 8%. ) Any eed E 
dies will be stacked in "ak of. ! 


M eed part ol Britain’ s geri 
least because new American be 
arrive there so slowly via London 
At home, British publisher 
prospect of an end to fixed retail 1 
books. In this international matte 
they may well be left only with hard. 
solutions to their predicament. 
have to persuade authors and litera 
that they can promise a better pa 
pean readership in English and flov 
ties than their American rivals. 
have to base their hold on the € 
wealth more on performance and le 
habit. For British publishing the expres 
“Fortress Europe” could not be less 














are now. yen iim to meet their quias 


En Es. B Mi the product, though, is a different matter 


























































k : NON xam are 
ae are too 


n Tore t to e export mar- 
s. But as telecoms companies 
ook abroad, so too do their cus- 
vers. European regulators are 
eing markets for some 
ms equipment from the 
y hands of monopolist carri- 

the .PTT&. The result is 


and abroad. . 
ng from protected na- 
in which they had 
iy on mer (the national 
PTT). "Puropean. telecoms firms 
are in a double bind. On the one 
hand, there are. still too many of 
iem competing in world mar- 
ets for public-exchange equip- 
nt—the.. multi-million-dollar 
tches that connect one neigh- 


ther, European firms still lack 
je marketing and production 
Ils to conquer the fast-growing 


1er competition both at. 


urhood. to another. On the 


mass markets for fax machines, 
telephones and other consumer 
equipment. 

So far, the public-exchange 
market and the task of creating 
economies of scale have obsessed 
European telecoms firms. North 
American companies sell four ri- 
val digital switches and Japanese 
firms sell three. European firms 
sell six switches. Not all will 
make enough money to pay for 
their successors. These will each 
cost around $1 billion to de- 
velop. If all six European switch- 
makers were to produce the next 
generation, they would have to 
take over the whole world mar- 
ket for public switches. 

So mergers have been rife. 
Since the early 1980s, three Eu- 
ropean companies have emerged 
to rival global giants such as 
America's AT&T, lapan's NEC, 
and Canada's Northern 
Telecom. Alcatel was formed at 
the start of 1987 when France's 
COE merged with the telecoms in- 
terests of ITT, formerly an Ameri- 
can competitor of AT&T. This 
created the world's second-larg- 
est telecoms multinational. Sie- 


mens, Europe's largest electricals 


company, has also grown by 
snapping up bits of American 
manufacturers. In 1986 it 
merged with some parts of the 
manufacturing business of 
America's GTE. At the end of 
1988, it took over the manage- 
ment of Rolm from IBM. 
Ericsson, a Swedish company, 
is Europe’s third biggest 
telecoms company. Europe-wide 
standards (a vital part of the 
emerging single European mar- 
ket for telecoms equipment) also 
apply to Scandinavia. Ericsson 
has bought into the rEC's re- 
search programmes, and it has 
picked up bits of smaller Euro- 
pean firms. In 1987, Ericsson 


snatched a share of cocT (a 
. French company which. then 
supplied about 16% of the 
French market for public ex- 
changes) from the jaws of Sie- 
. mens and AT&T. It then bought 

out 


Jast year, Thorn-em’s share 





Y. 


of their British joint venture. ^. 


tinue alone—have also been 
looking for partners. Often, 
their reflex was to merge with 
compatriots, thus creating na- 
tional champions. Britain's GPT 
is the offspring of just such a deal 
between arch-enemies GEC and 
Plessey. GPT is still too small and 
will join Siemens if the oEc-Sie- 
mens takeover bid for Plessey 
succeeds. A similar plan was 
hatched to form Telit from 
Italtel and Telettra, two of Italy's 
competing producers. But Italian 
politics wrecked that idea, and, 
earlier this month, Italtel de- 
cided that it should join forces 


with AT&T instead. 
According to the rec, Eu- 
rope's industry produced 





around two-fifths of the $60 bil- 
lion-worth of telecoms equip- 
ment sold around the world in 
1987. America produced about a 
third and Japan less than a fifth. 
Europe’s telecoms-trade surplus 
of $260m in 1987 is comforting 
beside its deficits in silicon chips 
and consumer electronics. Yet 
the surplus has fallen by more 
than 80% since 1982. This is be- 
cause Europe’s imports have 
grown 125-fold since 1980, ac- 
cording to BIPE, a French eco- 

























} . .nomic forecaster (see chart). The 

The rest of Europe's telecoms -EEC is in deficit to most countries 
makers—all too small to con- - 
-. industry. 


in  customer-premises 


. monsters 


with -an. advanced telecoms 


The statistics surprise many in 
the. industry. What is wrong? 


"The Europeans’ problem may be 


that they concentrate on large- 
scale network equipment and 
miss out on high-growth markets 
equip- 
ment. Europeans always sold to 


 PTTs in the past; they are not 
used to selling to the consumer 


today. 


Over half the Europeans' in- 
come comes from selling net- 
work equipment to PTTs. Their 
trade surplus persists thanks to 
these sales. Even though the vob 
ume of network equipment sold 
is growing slowly, the price com- . 
petition due to the world’sa@ — 
capacity has forced. 
value of sales slightiy 
down. Compare this with 
the markets for fax ma- 
chines and local area net- 
works (telephone lines 
joining up an office of 
computers). According to 
Dataquest, an American 
analyst,the Europe's fax 
market was worth $2.5 bil- 
lion last year, 9596 more 
than in 1987. Over the 
next five years it expects 
the volume of machines 
sold to grow by more than 
3096 a vear. Similarly, the mar- 
ket for local area networks grew 
by more than 3096 last year. Of 
the Europeans, only Alcatel pro- 
duces faxes. 

Europe's imports of consumer 
equipment are likely to increase 
as its markets are liberalised, F^ 
rope already has a trade deficit 
domestic equipment—with the 
exception of videotext terminals, 
which are in surplus because of 
France's Minitel service. In Brit- 
ain's relatively open market, im- 
ports of handsets and other 
equipment have increased the 
telecoms-trade deficit from $65m 
in 1986 to about $80m in 1987, 
according to TR a British 
telecoms analyst. 

European companies think 
that their contracts with PTTS are 


lasting and secure. Maybe, but 


tomorrow's telecoms networks 
will be digital high-performance 
carrying computer 
voices, television and 


data, 


_ things as yet undreamed of. Big 


as the income from building 
such networks may be, selling 
fancy terminals to consumers 
will be even more alluring. 











London bids farewell to a 


"AM 


tert aR 


transparent stockmarket 


F LONDON'S International Stock Ex- 
change (ISE) is feeling unloved, it is little 
wonder. Business in British equities is leav- 
ing its central market in favour of unofficial 
márkets between institutions, so the ex- 
change has remodelled its trading system to 
c. tto win it back. But the result has been a 
arkier market, which has brought cries of 
< woe from some of the City's foreign firms 
and smaller trading houses. 
= Meanwhile, the exchange's plans to 
open up its screens to banks and brokers in 
continental Europe have upset leading Lon- 
.. don stockbrokers; they are preparing for a 


7 ^ fight. Furthermore, the stock exchange's 


- long-held ambition to introduce a comput- 
^ erised settlement process for British 
c shares—known as Taurus—has been scup- 
-pered by those clearing banks and registrars 
- who mint money from London's archaic pa- 
per-pushing ways. 
| The most controversial reform to 
^- SEAQ—the screen-and-telephone market for 
domestic shares that the exchange launched 
at the time of Big Bang in October 1986—is 
. to be introduced this month. This exempts 
. market-makers from having to publish the 
details of large trades in top-grade "alpha" 
ocks within five minutes, but the following 
nsteadl Trades of pes £100,0 1000 D for 








alphas still have to be published within five 
minutes. 

The measure muddies the market's 
transparency. Investors were supposed to 
benefit from seeing the size and price at 
which deals were done; they could then be 
sure that they were not having to deal at 
unfavourable prices. But big dealers claim 
that transparency and | liquidity are incom- 
patible ideals. They say that it is commercial 
suicide to publish information about large 
deals done for institutions. Rivals could 
guess which firm it was that had carried out 
an. order, and then—sneaky devils—shift 
their own screen-advertised prices, ensuring 
a loss for the firm which tried to unwind its 
position. 

Thus some investing institutions also 
came to dislike the market’s transparency, 
because it made it harder to find a market- 
maker prepared to transact bargains in large 
blocks of shares. Half a dozen of Britain's 
biggest life insurers have established an in- 
formal market among themselves, in which 
they carry out about a quarter of their busi- 
ness in British equities. This ebb of business 
from its central market terrified the ex- 
change—and convinced it that big dealers 
should be offered the bribe of a cloudier 
market for large trades. 








mented on Febris PES A ers 
been a complete success. That. re 
scrapped the obligation of market-mal 
deal with each other at the pric 
amount they advertise on their scree 

This change was another bribe 
of the biggest market-makers to abi 
spirit of the game. For they F 
having to put their own tr 
the disposal of smaller rival 
true customers. Houses whict 
ability to place large blocks of sto 
vestors would "dump" shares on. 
by taking advantage of others 
quotes. So last summer two à 
dealers, dp de Zoete We 
















































that BZW and Phillips € & 
raised sizes E their SEAQ quotes, 
























eee pee SEAQ's dos as. Dan de 
tronic proxy for the old trading floor. E 
The firms most hit by the two reforms- 
notably American houses without a stror 
British sales network, such as Salo: 
Brothers and Merrill Lynch—comp air 
that, having invested so much in Londc 
the rules of the game are being rewritt 
against them. They reckon that one aim 
the changes is to drive smaller houses ot 
the market. In private, some members o 
ISE committee. that drafted the ne 
concur. They say that with securi 
together losing an annual £ OC 
British-share trading, something. ha 
done to relieve the. overcapacity. 
would like to go further and impose 
mum market share upon dealers, 
guards for small British market-maker: 
ing private clients, eg, Aitken Cam 
However, the exchange is thinki 
new ways to put back some of the 
which it has taken away. One pla 
to restructure the way British sha 
grouped. Currently, shares are. 
market capitalisation, from (blue 
phas through to (illiquid) deltas. Dea 
the 780 alphas and betas must advert 
prices in at least a minimum size. The 
ble is that not all shares in the same cat 
are uniformly liquid, which is why d 
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he shares in some alpha and beta compa- 
ies is held by family interests, or by another 


id as those of much smaller companies. 

The exchange thinks that a more sensi- 
way of grading a company would be to 
«e into account not only market capitalisa- 
„but also the number of its shares that 
ailable for trading and the volume that 
nmonly traded. Armed with a more 
yle. measure of liquidity, the exchange 
then insist that dealers post firm 
to investors in larger amounts on 
e shares—say for £1m ($1.7m) worth of 
liquid alpha. But on A8 Foods (which 
396 of its equity tied up by a single fam- 
tices could be firm for just £75,000. 


ss-border bugaboos 

rock exchange's market for interna- 
shares: (ie, those traded away from 
is domestic exchange) will soon face a 
ilar tussle between entrenched local in- 
sts and newcomers. Two French and 
Dutch houses want to plug into the 
ity's international equity market by install- 
g the screens of SEAQ International (a dif- 
ferent system from domestic SEAQ) in Paris 
and Amsterdam. These firms want to win 
business from international investors who 
look naturally to London's relatively open 
market in foreign shares. They hope to 
strike a deal with the exchange that would 
allow them to start trading by the end of the 
year; many more foreign houses would then 
be likely to follow. 

Though they deny it, several of Lon- 
don's big international share traders (eg, 
Britain's Bzw and Kleinwort Benson, and 
America's Morgan Stanley) are keen to pro- 
tect their turf. They feel that opening up 
EAQ International to every Francois and 
heo would threaten their big market 
hares i in international equities. 

This is short-sighted, because fast-re- 
rming bourses in continental Europe 
ireaten to grab back some of the business 
iey have lost to London. So one way or an- 
er London will have to compete. It is cur- 
ntly the world's biggest market for inter- 
ational shares, with a recorded turnover at 
s 1987 peak of £700m a day, half that of 
he domestic market. Though turnover has 
ce fallen by half, the Boston Consulting 
roup reckons that brokers’ income from 
ading foreign shares in London is running 
00m a year or more. 

London's international equity market 
k off in the early 1980s, when several 
uses started to make unofficial, off-ex- 
ange markets in foreign shares. London 
uses offered continuous dealing, negoti- 
ted commission rates and top-notch re- 

















aay size oh low. A large pIGPOHtion 2 | 


jompany. Such shares can often be as illi- 


h. at.a time when most continental - 
irses offered none of these. Though sev- _ 
| countries; such as s Sweden and West | 


Germany, still have crippling turnover taxes 
that work in London’s favour, European ex- 
changes are making their markets a more 
comfortable place for foreigners to trade. A 
law passed a year ago in France will soon 
scrap fixed commissions and allow brokers 
to act as principals (similar to London's mar- 
ket-makers). Last July, West Germany 
started a computerised, real-time share in- 
dex of the 30 biggest stocks, which will act as 
the basis for a contract on a planned futures 
exchange. Belgium has just introduced a 
computerised service for trading large 
blocks of shares. And settlement systems in 
former disaster areas such as Italy and Spain 
are much improved. 

The ise plans to counter with some im- 
provements of its own. SEAQ International 
has grown long in the tooth; it would face 
capacity constraints if trading volume 
picked up by much. A feature of the ex- 
change's international market is that it is 
largely a professional one: the average bar- 
gain size is over £100,000, three times that 
of the domestic market. So the exchange 
wants a revamped SEAQ International to in- 
corporate systems that allow automated 
trading in large blocks of shares, as well as 
the execution of "limit orders". These allow 
institutions to lodge an order to buy or sell a 
share when it hits a particular price. 

Continental shares usually have more li- 
quidity on the various E d bourses 
than on sEAQ International. So London's 
securities houses often have to execute their 
orders on the domestic bourses. Thus it can 
only help London's international share- 
trading system if overseas brokers plug into 
it and pump back some extra liquidity. 

One of London's weaknesses affects the 
exchange’s domestic and international mar- 
kets alike: clearing and settlement, that is, 
the business of exchanging money for 
shares. In the British stockmarket, settle- 





























mentis still in the quilkand.nk : age, with de 


lay written into every.bit of the process. 

The difficulty is that Britain's settle- 
ment still relies on «he transfer of paper 
share certificates, which is horribly unwieldy 
and expensive. True, the stock exchange has 
for long had a blueprint for Taurus, a cen- 
tral, computerised register for shares, which 
would do away with the need for physical 
certificates. But the method of its unveiling 
late last year was clumsy. The exchange had 
not properly consulted those institutions 
whose business Taurus would most affect, in 
particular the clearing banks with big regis- 
trar operations. These banks therefore re- 
fused to sanction the scheme. 

That has lost the stock exchange much 
of its clout in the debate about new settle- 





ment systems. Late last year, the Bank of . _ 
England pressured the ISE to set upanindus — 


try-wide committee to devise a paperless set- 


tlement process that would be acceptable == 


banks, securities houses, investors and co 
pany registrars. Pressure from the govern- 
ment, which plans to privatise the giant wa- 
ter and electricity industries next year, has 
given the committee an added sense of ur- 
gency. Though many think that the ex- 
change should neither own, nor control, 
any new settlement system, the Bank ap- 
pears recently to have rallied round to the 
ISE's cause. 


Meetings, meetings | 
There are too many committees. If the Inter- 
national Stock Exchange is to develop a 
more coherent strategy and to act more deci- 
sively, it must learn to manage itself better. 
Its heavy administration of 2,700 staff con- 
tains many unco-ordinated departments, 
which are only now discovering each other. 
One hangover from the days of Sir Nicholas 
Goodison, until last year the ISE’s chairman, 
is that the exchange is ruled by committees 
rather than by a more sensible and strear” 
lined commercial management structu 
The new chairman, Mr Andrew Hugh 
Smith, is known to want to change this. 
Meanwhile those committees are prolif- 
erating. In addition to the domestic-market, 
international-market and settlement com- 
mittees (all currently working on big 
changes in their respective beats), there is a 
“1992” committee and, now, an optimisti- 
cally-named “way forward" committee 
which takes a long-term view. A feature of 
almost all these committees is that they work 
along separate lines and communicate little. 
The danger is that the insularity of these 
fiefs will spoil the vision that London needs 
if it is to reinforce its pre-eminence in Euro- 
pean share trading. Central to that vision 
should be the creation of a single system of 
trading (and eventually settlement) for the 
most liquid British and international equi- 


| ties. And why not start by quoting all inter- 


nationally traded shares in ecus? 













3 Y 1987, years of surplus farm produc: 
tion and sagging prices had nearly 
-smothered Chicago's markets for agricul- 
- tural futures. The Chicago Board of Trade 
- (GBOT), the home of a large part of the 
- world’s grain trading, had lost almost half 
its 1,400 members to the Chicago Board 
Options Exchange. The CBOT prospered 
by opening new trading pits for futures 
© contracts on Treasury bonds. Bright 
|| young traders thronged to the board's fu- 
| tures contracts, leaving—as they saw it.— 
| the grain pits to the old and the 
incompetent. 
~~ But the drought of 1988 revived the 
grain market. Trading volume at the CBOT 
rose by 12.5% during 1988. The number 
of financial contracts traded increased by 














tures contracts surged by 5396. Mean- 
while volume on the CBOT's main finan- 
cial rival, the Chicago Mercantile 


1.596 during 1988. The main cause of the 
decline was a 4096 drop in trading of the 
contract on the s&P 500 share index. 
With volume and prices picking up in 
the agricultural pits, some traders shifted 
from the depressed financial pits. As the 


appear, the number of traders in soyabean 
pits doubled. Watching nightly television 
reports about withering crops, investors 
also became interested. 
| “For a great many commodity-fund 
managers 1988 was a two-month year,’ 
"ues says Mr Mort Baratz, the publisher of 
| Managed Account Reports, which tracks 
. commodity-trading advisers. “In May and 
June they made money as the speculative 
bubble grew in the grain pits; for the other 
ten months they lost it in trendless finan- 
cial markets." 


` Feckless funds 


Speculators who made money in two 

months of last year were the lucky ones. 

Many outsiders who dabbled in the agri- 

cultural pits lost heavily. Mr Richard Den- 

nis, who made his name as one of the wili- 

est traders of financial futures, lost $8m 

| trading soyabean contracts in just one 

week of last June. Soon afterwards he re- 
tired from active trading. 

... Most individual investors who sought 

to profit from last year's turmoil in the 

|) grain markets used the commodity funds 

| as their vehicle. These tend to be free- 





only 396; the turnover of agricultural fu- 


Exchange, which had pioneered the 
development of financial futures, fell. 


temperature rose and the rains failed to 


‘he stockmarket crash of October 1987 and the drought of last sum- 
mer have shifted the fortunes of Chicago's futures markets. Stockmark- 
et futures are out of fashion, while grain futures are in 





wheeling affairs which invest in futures 
contracts on anything from heating oil to 
orange juice, but have tended to concen- 
trate on financial futures. According to 
Norwood Index, a firm which measures 
their performance, there were 109 such 
funds active in Chicago in December 
1988, managing $1.7 billion. Investors in 
most of them had a bad 1988. Though the 
best-performing fund made a return of 
12876 on the year, only four others made 
more than 20%. 


Scorching in the grain pits explains 


. why 23 funds lost money. These funds dis- 


‘covered that the grain markets are 








































amongst the most volatile in the world— 
thanks to the volatility of the weather. A 
weather forecast for two weeks ahead can 


drive grain futures sharply up or down. A 


mid-summer squall may bring prices down 
instantly, making it impossible for an in- 
vestor to get in or out of the market before 
it hits the day's trading limit. 

But despite the risks, the signs are that 
the chance of quick profits may again 
overcome investors' better judgement in 
1989. Expect more rough-and-tumble in 
the grain pits, because: 

e World grain stocks are low. Thanks to 
the drought, America consumed 10m 
tonnes more grain than it produced last 
year. This deficit, combined with those of 
the 107 countries that are consistent net 
importers of grain, was met by running 
down world grain stocks. At 180m 





1396 of its grain-growing land to erosio 


| ing prices in Chicago’ s grain pits. 





tonnes, these are now 4596 belo 
peak at the end of 1986—and at th 
est level since the food-shortage scare 
the early 1970s. 

e Dean, is surging while supply shri 
World grain demand is growing slig 
faster than population, largely beca 
people in Asia are getting richer. Mea 
while world food production has lost m 
mentum. In 1987 America took 40m act 
out of arable farming for the sake of 
conservation. Despite the drought, 
half these acres have-since been brougl 
back under the plough. Russia ha 




























since 1977. There have been: 
cant technological i improvetien j 
pensate for thelossofland. ^. 
€ Another drought might happ 
risk is low according to Mr Richard 
the director of research at Ref 
world's largest commodity broker, 
studied weather patterns over the Am 
can Midwest since 1890: only once in 
past 98 years have there been two back 
back hot and dry summers—in 1913 ; 
1914. But despite the statistical odds, : 




























year's prospects do not look good. TH 
Midwest has had unusually little snow this 
year. That means that moisture leve 
have not yet recovered from last summ 
drought. This may turn out to be dis: 
trous for winter wheat, which. acco 
for three-quarters of America's wh 
crop. This year's winter wheat has 
fered from an unusually mild Janue 
which made the grain begin to grow, a 
then a sudden deep freeze in ear y Fel 
ary. Temperatures of as low as -2(* € 
damaged the wheat—which is un 
tected by insulating snow. : 
The next month will be critical fo 
wheat prices. If there are no heavy snow 
falls, the price will soar. Should there th 
be poor summer rain, many more million 
will be won and lost on the back of gyrat- 
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merican thrifts — 
-unny money 


NEW YORK 






orporation. (FDIC), is now a financial-ser- 
es consultant, He recently approached a 
gs and loan institution (rhrift) that had 
'oubled: property on its books; he 


sted in investing in property, be it raw 
ping centres or office blocks. But 
ift's managers replied that they had 
rest in selling, for the thrift was earn- 
guaranteed return on its dud property 
for the next ten years. 

nis episode highlights a 
blem which threatens the 
administration’ s plan to 
[with the mess in the thrift in- 
try. The thrift Mr Isaac con- 
ed was one of the insolvent 
utions recapitalised last year 
the so-called Southwest Plan. 
1988 the Federal Home Loan 
ink Board, the thrift er S 
gulator, pledged a total of $38.6 
ilion to-bail out some 220 bust 
l hifts, most of them under the 
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batced. de rescues by getting its E - 
insurance arm, the Federal Sav- 
ings and Loan Insurance Cor- . 
poration (FSLIC), to issue notes . 
nd loan iastaDress worth s 6 





sblem assets or ten years. k also g guaran- 
an by what it calls "yield-mainte- 
ice agreements”, it would pay an income 
these assets for ten years at a significant 
mium over the cost of funds. 

These deals gave the thrifts acquired last 
ear no reason to improve or to sell their 
odgy assets. So property owned by the 
rifts will continue to be kept off the mar- 
et, helping to delay any recovery in the 
lighted Texan property markets. And 
hese "super thrifts”, as they are now called, 
njoy a competitive advantage over the 
early 1,300 thrifts that remain, at best, 
rginall y profitable. Without the. same 
ks, marginal thrifts will find it harder to 
y solvent. a 

. Given. the flaws. osi in last vear's 
ues, it is no surprise that there is talk in 
gress of unravelli ling them. That would 








pit | faith and credit of 


d sought but failed 





AR WILLIAM ISAAC, a former dun 


man of the Federal Deposit Insurance 


ts senior managers that he had a client. 


FSLIC notes are not ex- 


> federal government. Last year the bank _ 
to obtain. acommit-.- 





ment from Congress to back the notes. 
Thus the board wrote cheques drawn on the 
Treasury without Congress's approval. . 
One congressman concerned about last 
year's deals is Mr Henry Gonzalez, chairman 
of the House of Representatives’ banking 
committee. He says that he considers the 
FSLIC notes "worth no more than if I signed 
them". That view was shared by many 
would-be acquirers of bust thrifts who shied 
away because they did not trust FSLIC paper. 
Mr Gonzalez adds that his committee's 
staff had looked into some of last year's 


deals, and found that "a 
good portion of them 
are not complete". In 
the rush to rescue the 
thrifts, terms were not 
finalised. If true, this 
would strengthen the 
hand of those arguing that, at a minimum, 
the most costly of last year’s deals should be 
unwound on a case-by-base basis. The buy- 
ers would get back their usually paltry equity 
investment. They would lose only their legal 
fees and hoped-for tax breaks. 

Many in Washington consider such 
retrospective action unlikely. Both Con- 
gress and the Treasury are scared stiff of do- 
ing anything which might be viewed as 
breaking a federal contract. It could cause 
investors to question the hundreds of bil- 
lions of dollars-worth of bonds that federal 
agencies have issued, not all of which are 
formally backed by the government. 

While Congress may continue to hon- 
our the FSLIC notes, there are more palatable 
ways of revising last year's rescues. In most 
of them, the yield-maintenance agreement is 
subject to FSLIC's annual approval. FSLIC has 


_ the right to terminate one of these agree- 


“ness plan for 


mtm 


its if it does not approve the thrift’s busi- 
aging the assets on which 
FSLIC is paying a guaranteed income. In 


other words, despite the lack of economic 































. incentive, thrifts are supposed to make an 


effort to do something with their problem 
assets. So FSLIC (or the FDIC, which under 
the Bush plan would take over FSLIC) could 
terminate the yieldemaintenance agree- 
ments. Deprived of the income from dud as- 
sets, many buyers of thrifts would then be- 
come insolvent. 

The Bush plan allows for the possibility 
of reworking last year's deals. It proposes 
setting up a Resolution Trust Corporation 
(RTC), to be managed by the FDIC. The cor- 
poration's main job. would be to take over 


the 350 insolvent thrifts not recapitalisedin . 


last year's deals, and either liquidate ‘or 
merge them. The RTC would also 
have the power “to review all | 
means for reducing costs und ^ 
existing deals, including throu 
the exercise of rights. to restruc- 
ture such agreements 
Congress cannot afford to 
dither while it considers its re- 
sponse to the Bush plan. Front- 
page. publicity for the thrift crisis 
is causing money to drain out of 
the system. In mid-February the 
 mass«irculation USA Today ran 
a series ranking America’s thrifts 
in order of ill-health. December’s 
net outflow of thrift deposits of 
$8.1 billion beat November's pre- 
vious record of $7 billion. Con- 
sidering that money-market mu: 
tual funds now pay over two 
percentage points more than 
thrift and bank money-market ac- 
counts, the industry is fortunate 
that the outflow has not been 
worse. 
|. Most depositors probably : 
alise that their savings are sa.., 
whatever happens to the FSLIC 
notes. If the notes turn out to be funny 
money, the only people put out would be 
rich individuals such as Mr Ronald Perel- 
man and Mr Robert Bass, who are trying to 
make money from thrifts that FSLIC’s lar- 
gesse encouraged them to rescue. 
eet es 

















Correction | 
On February 4th, in an article called "More murk at 
the Merc", we wrote that Mr Leo Melamed, the 
chairman of the Chicago Mercantile Exchange’s ex- 
ecutive committee, was a former law partner of Mr 
Maury Kravitz of Ans Partners, a brokers’ group. 
Furthermore, we. wrote that Mr Kravitz and Mr 
Melamed had co-founded a fitm called Dellshire, 
now owned by Mr Melamed outright. Mr Melamed fo. 
has pointed out, however, that his law partnership | a 
with Mr Kravitz ceased 24 years ago, that Mr. 
Kravitz was not a "co-founder" of his firm, and that | 
| its namei is Dell isher, not Det shire” Aka 
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Japanese regional banks | 


Provincial 
but appealing 


TOKYO 


NVESTORS have generally overlooked 
Japan's regional banks. Like the larger 
"city banks (which have national net- 
works), regional banks engage in normal 
commercial banking, but confine the biggest 
chunk of their business to their local area. 
Yet the shares of Japan's regional banks 
have recently outperformed those of most 
other Japanese banks (see chart). Trading 
volume in them has surged to 15,000 shares 
a day, which is ten times the level of a few 
years ago. 
The reason for this sudden interest is 
‘at regionals offer a rare way to play 
usato, which translates as "hometown". 
It is all the rage. Coined by the prime minis- 
ter, Mr Noboru Takeshita, as an idea to pro- 
mote local development, furusato involves 








slinging cash, new bullet-train lines, 
international airports, marinas, 
bridges, tunnels and other pork-bar- 
relling projects at the countryside. 
The stockmarket game is to buy the 
shares which benefit from this gov- 
ernment generosity—such as those 
of regional banks, whose roots are in 
local business. 

In 34 of Japan's 47 prefectures 
the company with the highest tax- 
able income is already a local bank. 
Regional banks provide much of the 
support for publicly financed local 
projects. For instance they under- 
write local-government construction 
bonds. So regionals are in a strong 
position to profit from many of the 
new boondoggles that politicians are 
showering on their constituents. 

One particularly popular share 
has been the hitherto obscure Sanin Godo 
Bank. The share's attraction is that it is the 
local bank for Shimane, Mr Takeshita's 
home  prefecture. And  Shimane—no 
guesses—is already the biggest recipient of 
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Source. James Capel 


government subsidies of any prefecture in 
Japan. 

Japan's regional banks still proudly bear 
stolid provincial names, such as Akita Bank, 


Bank of Fukuoka and Chugoku Bank. Until 





Venturesome second city 


LYONS 


HE image of Lyons as a city of radical 

chefs and conservative bankers needs 
standing on its head. The best food now is 
from traditional cooks, say locals, and it is 
Lyons's financiers that are innovative. 
Change is clearest at the Lyons bourse, 
which now claims to be the most up-to- 
date regional stockmarket in Europe. At 
the end of last month the bourse aban- 
doned shouted quotations on the trading 
floor in favour of continuous, computer- 
ised quotation. 

An ebullient believer in Lyons's 
chances is Mr Louis Thannberger, direc- 
tor-general of Lyon Finance et Industrie, a 
body representing the city's financial in- 
terests. Computerisation, he says, will 
turn exchanges themselves into museums, 
wherever they are. Lyons’s hope of re- 
| maining a regional financial centre de- 

pends, he thinks, on playing to its 
| strength as a source of venture capital for 





small businesses. 

Paris brokers tend to treat Lyons's bid 
to become a regional financial centre as a 
joke. After all, the capitalisation of the Ly- 
ons bourse is just 2% of that of Paris. And 
the number of firms quoted on Lyons's 
main board has fallen from 114 to 37 over 
the last 20 years. But Lyons's pride is its 
second market, which was set up in 1983, 
partly at Mr Thannberger's prompting, 
and modelled on London's unlisted se- 
curities market. The capitalisation has 
grown from nothing to FFr12.1 billion 
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($1.9m) in five years—making it a fifth as 
large as the second market in Paris, and 
two-thirds the size of the combined sec- 
ond markets of the six regional bourses 
(the other five are Marseilles, Nantes, Bor- 
deaux, Nancy and Lille). 

Star shares on the Lyons second mar- 
ket include ECCO, France's biggest tempo- 
rary-work firm (1987 turnover: FFr3.5 bil- 
lion); CEGID, a leading office-software 
company created four and a half years ago 
by Mr Jean-Michel Aulas (1987 turnover: 
FFr247m); and Alain Manoukian, a 
ready-to-wear fashion chain with around 
300 franchised boutiques (1987 turnover: 
FFr422m). 





nas 


No more shouting in this museum 





Lyons did not escape the 1987 crash. 
Second-market turnover dropped from 
FFr6.4 billion in 1987 to FFr2.7 billion in 
1988. New listings fell from 15 to seven. 
Yet Mr Thannberger, for one, is con- 
vinced that France's family-centred small 
firms—especially those run by entrepre- 
neurs who lack an heir—will gradually 
lose their fear of the stockmarket. 

Just as Paris brokers quake at the 
thought of being gobbled up by London, 
so Lyons fears Paris. The Lyonnais think 
that while France cannot afford seven sep- 
arate stockmarkets, there is room for two, 
with Lyons as a second-market specialist. 
As a start to an eventual consolidation of 
France's regional markets, Lyons would 
like to team up with Marseilles, which is a 
tenth its size—a prospect which offends 
the pride of the Marseillais. 
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February 1st, there were 64 regional banks, 
58 of which had stockmarket listings. Since 
then, their ranks have grown by 52 (with a 
further 33 listed), because the first batch of 
sogo or mutual banks has converted into 
commercial banks. 

The 64 original regional banks had total 
assets of Y140 trillion ($1.15 trillion) at the 
end of November 1988, or 26.896 of the to- 
tal assets in the banking system. When the 
converted sogo banks are added in, regional 
banks will account for more than a third of 
all banking assets, and a trifle more than the 
13 city banks combined. The biggest of all 
the regionals, Bank of Yokohama, had Y10 
trillion in assets at the end of March 1988— 
fractionally more than the smallest city 
bank, Hokkaido Takushoku. 

Regionals lend mainly to small and me- 
dium-sized local firms. At the end of No- 
vember 1988 three-quarters of their total 
loans outstanding of Y79.4 trillion were to 
companies with a capital of less than Y 100m 
or with fewer than 300 employees. More 
than half the regional banks' deposits come 
from individuals, compared to two-fifths for 
city banks. 

Like the city banks, the regionals fear 
that deregulation could harm profitability, 
in two ways. First, on accounts that have 
been deregulated, the banks have to offer 
higher interest rates to hold on to their de- 
posits. The proportion of their deposits on 
which the banks pay market rates has in- 
creased to 33% (in October 1988), from 
19% a year earlier. 

Second, the deposit base could ebb 
away. Mr Ryuji Sakamoto, president of the 
Nara-based Nanto Bank, says that regionals 
are already losing small savers’ deposits to 
the postal savings system. This is because 
post-office savings accounts have so far been 
deregulated further than those of commer- 
cial banks; the post office can pay more on 
some of these accounts to win deposits. 

Competition for lenders is also getting 


tougher. The city banks have seen some of 


their big corporate borrowers desert them 
for the capital markets, so they are hunting 
after the small and medium-sized compa- 
nies, individuals and local property develop- 
ers that the regionals have long lent to. 

Regionals are fighting back against city 
banks by diversifying. They have expanded 
their international operations and securities 
businesses, albeit on a smaller scale than the 
city banks. Bond- and foreign-exchange 
trading, together with fee businesses, ac- 
count for about 3396 of regional banks' total 
earnings compared to 6096 for city banks. 
So far, for most regionals, international 
business means two things: trade finance 
and foreign-exchange dealing linked to cor- 
respondent relationships. 

The regional banks are also fighting 
back through collaborative projects—such 
as a joint venture for a credit-cum-debit 
card. It was started in 1983 and will join the 
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Visa and MasterCard networks next year. 

In the long-run, competitive pressures 
will probably push many regionals to tie up 
with city banks, either informally or 
through mergers. For city banks, a regional 
could offer a cheap and easy way of plugging 
gaps in their branch networks, particularly 
in the more outlying provinces. And for 
regionals, a tie-up with a city bank could al- 
low them to offer services that they are too 
small to provide on their own. 





Dutch banking 


Now we are four 


OLLAND'"'s stolid banks need ginger- 
ing up. The merger later this year be- 
tween the smallest of Holland's three share- 
holder-owned banks, the Nederlandsche 
Middenstandsbank (NMB), and the state- 
owned Postbank may give the banking sys- 
tem the kick it needs. The merged bank will 
be the fourth largest in Holland, with assets 
of around 145 billion guilders ($70 billion). 
For the last couple of years Dutch banks 
have disguised their sluggishness by reduc- 
ing the level of their provisions against bad 
debts; this has boosted profits artificially. 
Dutch banks have been slow to introduce 
credit cards and cash machines and have yet 
to prune their branch networks. There are 
only about 1,000 cash machines in Hol 
land—the same number as in Scotland, a 
country with a third of the population. 

The Dutch government inspired the 
merger with the aim of reducing its own in- 
volvement in the banking system. Besides 
owning all of Postbank, the state also has a 
196 stake in NMB. The government says it 





NMB: preparing for a Postbank pep-up 
will reduce its holding in the new bank from 
the 5396 it will have at the time of the 
merger, to 4996 —the maximum to be al- 
lowed by an imminent law—or less. But it 
has not explained how it will achieve that 
reduction. 





The merger has been billed as an NMB 
takeover of Postbank. But it may turn out to 
be the reverse, for despite being smaller and 
state-owned, Postbank is more successful. 
Postbank concentrates on the Dutch retail 
market. It claims to do business with a quar- 
ter of all Dutchmen and has around a third 
of the banking system’s retail deposits. Ac- 
cording to IBCA, a British bank-credit-rating 
agency, Postbank was Holland’s most profit- 
able bank in 1987 and the 14th most profit- 
able bank in the world. 1BCA’s calculations 
are based on a post-inflation return on eq- 
uity. Analysed this way, Postbank managed 
a "real" return of 1296. The three biggest 
Dutch banks—Algemene Bank Nederland, 
Amsterdam-Rotterdam and Rabobank— 
chalked up returns of between 9% and 10%. 
NMB made just 8%. 

NMB has been bolder internationally 
than in its traditional business with small-to- 
medium-sized companies at home. 
though a smallish lender to develop... 
countries, NMB is one of the top six traders 
and swappers of Latin American, African 
and East European debt. Last year NMB 
more than doubled the amount of third- 
world debt it traded from a face value of $3.4 
billion in 1987 to $8 billion. NMB is willing to 
take positions, either buying debt that it 
hopes to sell for a better price, or selling pa- 
per it has not got in the hope of buying it 
more cheaply later on. These positions can 
have a face value of $20m-30m. 

Even its rivals reckon that NMB has 
around 15% of this market, which last year 
traded debt worth a face value of between 
$40 billion and $50 billion. The cash value 
of this business is much less—between $12 
billion and $15 billion—thanks to the dis- 
counts on third-world debt. The business 
helps NMB's corporate-finance earnings, be- 
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cause the bank picks up fees from the 
privatisations and restructurings that are 
tied to the debts it trades. Some of these 
earnings need to be spent on revamping the 
merged bank’s domestic network. 
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dia by design 





: 'HE difference between Indi- 
.ans abroad and Indians at 
ome often puzzles westerners. 
\broad, Indians seem to work 








their host countries’ natives; at 
^. home, they have stayed pitifully 
B poor. The best explanation lies 
in à. dull-sounding document, 
the Second Five-Year Plan 
»61. This laid the founda- 
ns of a system that has since 
managed to combine the stagna- 
tion of inefficient state control 
and the inequality of unfettered 
markets. 

The plan's ideology was based 
on Fabian socialism, which the 
ruling Congress party's leaders 
had picked up in London. The 
British practice of sending In- 
dian raw materials to be pro- 
cessed in Britain reinforced the 
politicians' dislike of capitalism 
and trade. Their ideas were 
tinged with Mahatma Gandhi's 
disapproval of worldly goods. 

The resulting blueprint is 

. known as the Mahalanobis 
—^ model, after the cabinet adviser 
who designed it; it was spelt out 
<- jin that Second Five-Year Plan. 
India. was to be transformed 
from an agricultural country into 
industrial one. Investment 
vuld concentrate on capital, 
" not consumption, goods. Capi- 
tal goods would create an indus- 
trial base for the country, and 
since people cannot eat or wear 










steel or machinery they would 


have to save. Those savings 
would provide money for more 
. investment. The growth thus 


» generated would pay for the lux- 





ary of 
eventually. 
< The. ACT heights" 
of the economy were placed in 
the public sector. The govern- 
ment took full control of 17 large 
industries, and gave itself a big 
say in the running of many oth- 
_ ers, including nearly all the re- 
;^ maining capital- and intermedi- 
` ate-goods industries. 
Tough licensing cramped 
: was left of the private sec- 
Anybody setting up a plant 
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consumer goods— 









harder and get rich quicker than 


lese are exciting and dangerous times for India's economy. It is 
eginning to drag itself out of the mire of government restrictions 
iat has slowed it down for 40 years; but politics and the difficul- 
es of adjustment are conspiring to pull it back down again 


had to get a licence. Investments 


of more than 2.5m rupees 
($500, 000) were deemed 
“monopolies”, and were subject 


to an even tighter regime. Later, 
further restrictions appeared. In 
some industries—-especially con- 
sumer goods—increases in ca- 
pacity were banned. Laws gave 
nationalised banks the right to 
convert long-term loans into eq- 
uity; owners feared loss of con- 
trol over their businesses. 

The planners realised that 
capital-intensive industries 
would not provide jobs. They 
thought the private sector 
should do so instead. Through 
selective exemption from licens- 
ing, the system favoured small, 


India's: 
real GNP % canne on previous year 


ment's commitment to the poc 
Lastly, and perhaps most le- 
thally, this grand design in- 
cluded a bias against foreign 
trade. In the mid-1950s, the Ko- 
rean-war boom in world trade 
was over, Markets for the textiles 
which India produced were in 
slump, and growth through for- 
eign trade looked difficult. So 


the planners went for high tariffs 


and tight quotas on imports— 
highest of all on consumer 
goods—and introduced an elab- 
orate system for allocating for- 
eign exchange. With imports 
(and thus the need for hard cur- 
rency) limited, exports were 
deemed irrelevant. 


What the plan did 


Bits of all this have worked. Sav- 
ings increased sharply: the pri- 
vate sector s savings, running at 
around 23% of GNP, are around 
the highest in the world. Invest- 
ment concentrated, as the plan 
intended, on heavy industry. 
Steel, metals and minerals, 
chemicals, and machinery got 


first call on the money available. 


At independence in 1947, three- 
quarters of Indian industrial in- 


GOP by sector 


1968 73 78 


| Sources: World Bank; Central Statistics Organisation 


labour-intensive businesses: 
spinning wheels rather than fac- 
tories, as Gandhi would have 
wished. Other measures fa- 
voured handloom weavers over 
small powerlooms, and small 
powerlooms over large mills. 
The government also tried to 


steer the economy with direct 


controls. Át one time, it set the 
prices of 80 important commod- 
ities—not just industrial com- 
modities like steel and chemicals, 
but also consumer goods such as 
tyres, soap, cooking oil and 
sugar. It restricted factory output 
by quality as well as by quantity. 
Textile mills had to produce a 
certain amount of rough, cheap 
cloth in deference to the govern- 
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vestment was in the consumer 
goods sector; now around 6096 is 
in capital goods. 

Agriculture has not done 
badly since the green revolu- 
tion began to take off in the 
1960s. The government, along 
with the World Bank, put its ef- 
forts into distributing fast-grow- 
ing seeds and fertiliser to farm- 
ers. India is self-sufficient in food 
grains, and is unlikely ever to 
face a famine again. In 1966 and 
zl it had to import around 

% of its food grains; in 1984- 
a5 it sent grain to the starving 
Ethiopians. | 

Green-revolutionary technol- 
ogy has had trouble spreading 
beyond the prosperous north- 














he E are eun coun 
bread-basket. Growth rate 
the north-east, the east an 
south of the country conti 
lag. In those areas poor fat 
tend to be worse educated 
rich ones, and less able to aff 
the inputs needed to bo 
production. 

While agriculture chuggec 
ward, barring pauses for i 
monsoons, industry, which 
government had planned t 
the engine for growth, d 
erated. Bad investment ch 
were partly to blame. Be 
the public sector got a 
tal it wanted, and was à: 
to nobody but itself, 
more expensively than, 
to, in areas where raw ma 
and Pon had to be 
ported over long distances, 
produced stuff that nobod 
the public or private s 
wanted to buy. Top jobs it 
public sector became sinecu 
for the well-connected; manag 
were chosen for their loyalty, 
their ability or experience. — 

Shop-floor jobs were in i 
gift of union leaders whose si 
port the politicians need 
Overmanning in the pul 
sector is now estimated. at 
30%—though visitors to In 
public-sector factories wor 
guess it to be much higher. T 
excess of labour is so large tha 
not merely pumps up the w 
bill, it gets in the way of effi 
work (ie, the marginal product 
labour is negative). . 

The private sector, too; 
encouraged to be pennn 
dustry was told to go to“ 
ward ^ areas"—places .- 
lacked factories because. 
were bad locations. Tha 
costs up. In sensible. pla 
























































































Fifteen copies of a an aplica 
for a simple licence had. 
scrutinised by different pec 
One of the many ingu 
the subject found that the 
mittee which made the fi 
sion took an average of fou 
utes to decide about. e 
application—yet applicat 
took 400 days to make their 
through the system. 2 
Any licensing process enc 
ages corruption. Civil ser 
and politicians began to sell 
missions. The system bec 
known as “briefcase polit 
the price of a licence was qu 
in the number of briefcase 
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oney it would cost. Rules could 
hanged at the government’s 
"The story circulates in Bom- 
y of the still-successful busi- 
ssman who, in Mrs Gandhi's 
ne, had a ship full of chemicals 

ting outside Bombay when 
ily che ban on the import of 
"substance was lifted for 24 


e lack of competition has 
ed high costs. Indian steel 


raw materials and inefficient 
Ocessing, downstream goods 
worse and costlier. Yet exist- 
ing industrialists do fairly well 
ut of the system. They are not 
much at risk from new entrants. 
e price (in money and delay) 
f licences keeps competitors 
t, and high tariffs and quotas 
isulate them from the rest of 
he world's products. Today's 
lominating family businesses are 
ich the same as the ones that 
n business under the Raj. 

It is the consumer who suffers. 
ods are expensive and badly 

e. A refrigerator 
ound three months’ salary for 
mid-ranking civil servant. For- 
n goods, if you can get them, 
' at a premium not just be- 
use they are thought to be 
art, but because they work. 

Dy sacrificing efficiency and 
osperity, India has not gained 
quality. To see that, a visitor 
s only to walk from the street- 
ellers' hovels in Bombay into 
e of the business parties where 
' women's heads are weighed 
own with gold. 

Certainly, the average Indi- 
's condition has improved on 
measures since independence. 
compared to its faster-grow- 
ng Asian neighbours (see grin 
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When he came to power in 1984, 
he brought in new people and a 
new attitude to the economy. His 
mother had, out of necessity 
rather than conviction, begun to 
liberalise the system of state 
control. He accelerated the pro- 
cess, and even abandoned the 
rhetoric. "A poor country”, he 
said in 1986, “cannot afford to 
carry on billing the poorest peo- 
ple for its inefficiency and call it- 
self socialist. It is ridiculous.” 


The difference a Rajiv makes 


In his first year, Mr Gandhi got 
down to work. The 1985 budger 
cut income tax, which at its 
peak was 9734%, to 50%. Cor- 
poration tax came down from 
55-65% to 50-55%. Death duties 
were abolished. Taxpayers, who 
found it less worthwhile to lie 
about their incomes, reacted 
fast. The take from income tax 
rose by 40% in the first year, and 
the government’s tax revenue 
went up overall by 20%. 

The government began to 
trim state controls on invest- 
ment. lt exempted 25 industries 
from licences and relaxed anti- 
trust regulations. It gave produc- 
ers more freedom to switch be- 
tween different types of goods; a 
company which, for instance, 


.had a licence to produce foun- 


tain pens would be allowed to 
produce ball-points instead. It 
greatly eased the controls on out- 
put. Quotas on imports of many 
capital goods and raw materials 
were abolished, and tariffs 
lowered. 

Within a couple of years, the 
new policy could be seen on the 
roads. India had only two sorts 
of car—both British ones from 
the 1950s, which stirred nostal- 
gia in the breasts of visiting Brit- 
ons. Then the Japanese arrived. 


A joint venture between the In- 
dian government and Suzuki 
: produced the zippy little Maroti; 













Infant mortality per 1,000 ive births, 1987 











































Racing around at speeds of over 
40mph, it quickly became the 
symbol of all that m old left dis- 
liked about Mr Gandhi's poli- 
cies. Other Japanese companies 
jumped into local manufacturing 


' of commercial vehicles and mo- 


torcycles. In 1980, vehicle pro- 
duction stood at 43,000— about 
where it had been for 20 years. In 
1987, it was 190,000. | 

The television business took 
off. Computer companies— 


many of them joint ventures. 


with American companies such 
as Hewlett Packard, Texas In- 
struments, Wang and Apple— 
began to produce hardware for 
the domestic market and soft- 
ware for export. With its scien- 
tists costing a tenth as much as 
American ones, India has advan- 
tages in the labour-intensive soft- 
ware business. | 

Indian consumers found they 
were offered more choice. New 
brands of soap, biscuits, tooth- 
paste and so on began to appear 
in the shops. With competition, 
the advertising business started 
to boom. 

In the new policy's first year, 


industrial investment. jumped > 


by 5096. It has stayed at that 
new, higher level. Growth. fig- 
ures soon did the same. Instead 
of being stuck at 296 a year, 


growth in income per head rose’ 


to 396. A disastrous monsoón in 
1987 dragged it down again; but 
it looks as though 1988-89 will 


bring a 9-10% increase in GNP, 


which would put income per 
head back on a good pow 
path. | 


State and market 


The changes are bigger than In- 
dia has known for 20 years; but 
they are still small and slow. 
There are more goods in the 
shops, but quality and design are 
still poor. The reforms are clip- 
ping at the edges of a huge edi- 
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fice of state control. They have 


won considerable public praise, _ 
and much private opposition — 
from those who have made their 
way by working the old system: 
That resistance could jeopard 
the reforms. 

So might some of the. things 
the government has failed to do. 
Government employment, long 
used to mop up surplus labour, 
goes on expanding. Failing 
nationalised industries have not 
been closed, so the public sector. 
remains a drain on the economy. 
The budget deficit now stands 
at over 896 of GNP, compared 
with 596 in the 1970s. Interest 
payments take up 22% of cur- 
rent spending, twice as much as 
they did three years ago. Govern- 
ment borrowing is threatening. 
to crowd out the private-sector 
investment that is essential if 
business is to go on booming. 

Imports have rocketed as quo- 
tas have been lifted and tariffs 
cut. Exports have not risen cor- 
respondingly. In the first six 
months of 1988-89, the tra 
deficit rose by 40%. Foreign-cx- 
change reserves are falling fast. 
Government schemes—duty re- 
bates, tax incentives—to bribe 


industrialists into exporting do 


not yet seem to be working. 

. Mr Gandhi does not want to 
put import controls back on. He 
insists that he is committed to 
his reforms. Not much has been 
done, though, since his first ef- 
forts to slash red tape. 

His early reforms were enough 
to give the economy a boost, to 
shake up the businessmen who 
had enjoyed protection from for- 
eign and domestic competition, 


and to alarm the civil servants 


and politicians who had made a 
nice living from selling licences. 
But in this struggle between mar- 
ket and bureaucracy, the market 
remains the underdog. 
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Poisoned by a hail of lead 


RESEARCH TRIANGLE PARK, NORTH CAROLINA 


HAT lead is dangerous would not have 
been news even to Benjamin Franklin in 
the eighteenth century. As a printer, he 
warned of its dangers to others who handled 
lead type, to tinkers who mended pots and 
pans with lead solder, and to house painters 
who relied on lead-based paint for durabil- 
itu But the fact that, 200 years later, lead is a 
ater hazard than ever would probably 
nave surprised him. So would the range of 
ills—medical and social—to which the toxic 
heavy metal is now being linked. 

Two causes for concern were underlined 
at a recent international conference held by 
the National Institute of Environmental 
Health Sciences (NIEHS) in North Carolina. 
One is that—thanks largely to the introduc- 
tion of lead into petrol and paint—virtually 
everybody now has some of it in his tissues, 
even in places as remote as Nepal, Amazonia 
and Papua New Guinea. There is lead in the 
air, soil, dust and water of most places. 
There is lead in ocean corals and arctic 

snows. Once lead 

` has been mined 

and processed, 

it never goes 
away. 
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The other piece of bad news? It used to 
be thought that people could tolerate with 
impunity some lead in their blood, brain 
and bones. It now seems that there may be 
no safe level of exposure. And the evidence 
is growing that lead can damage health in 
previously unrecognised ways. 

Nobody imagined, for example, that 
lead might contribute to the high rate of os- 
teoporosis, the brittle-bone disease that 
bends the backs, shortens the stature and 
breaks the hips of many older women. But 
Dr Ellen Silbergeld, a scientist with the 
Environmental Defence Fund in Washing- 
ton, DC, and two colleagues (one with NIEHS, 
the other with the Environmental Protec- 
tion Agency) have made just such a link. 

They found that the levels of lead in 
women's blood rise after the menopause, 
and that this is probably brought about by 
hormonal changes which cause lead that has 
been transferred from blood to bone vears 
before to re-enter the circulation. Because 
lead de-activates vitamin D and interferes 
with the body's use of calcium (both of 
which are needed to keep bones strong), it 
follows—they think—that the accumula- 
tion of lead in a woman's bones may boost 
her chances of developing osteoporosis. 

Whether or not this is right, it is clear 
that hormonal changes can affect the lead 
in à woman's tissues during pregnancy 
and lactation. Extensive studies have 

shown that lead laid down in a moth- 
er's bones before she conceives re- 
enters her blood and reaches the 
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foetus. At high levels it can lead to a miscar- 
riage or premature birth; at lower ones it can — 


hold back the development of an unborn 
baby's nervous system and brain. Lead trav- 
els wherever calcium does in the nervous 
system and interferes with the chemistry 
and development of brain cells, without kill- 
ing them. Since milk is largely derived from 
blood, any of it—human or animal—that 
contains lead can be similarly hazardous. 

Childhood, too, is a risky time. This is 
partly because the rapid growth of the brain 
in the first four years of life makes it espe- 
cially vulnerable to lead, and partly because 
youngsters of this age touch everything they 
can and then put their fingers in their 
mouths. So they end up eating lead in dust 
when playing outside, or in dust brought in- 
doors on a pet or a pair of shoes. 

Children also like to eat sweet-tasting 
flakes of leaded paint. In America, lead is no 
longer used for house paint but generation 
after generation of children live in the 2m or 
so old houses that still sport leaded paint. 
The water pipes in such houses are often 
made of lead and joined together with lead 
solder. Many older buildings and bridges 
covered with leaded paints have been—and 
are being—knocked down carelessly, releas- 
ing lead into the air. Also, a quarter of 
American food tins are lead-soldered. 

A child, or adult, who betrays the obvi- 
ous symptoms of acute lead poisoning is 
treated with drugs, called chelating agents, 
which force the lead out in the urine. There 
are two problems with such treatment. The 
drugs are dangerous—so they cannot always 
be used on young children—and they are fu- 
tile if the patient has to go back home to live 
with plenty of lead. 

It seems from several studies that such 
therapy rarely repairs any brain damage that 
has already occurred. In the 1970s Dr Her- 
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bert Needleman, now of the University of — 


Pittsburgh, examined the blood and the 
milk teeth of six- and seven-year-old Boston 
school-children to determine their levels of 
lead. He has now looked again at the same 
children in their late teens. A preliminary 
analysis of his data shows that those who 
had high levels of lead more often failed to 
graduate from high school and failed to 
learn to read than those who had less lead. 
Lead poisoning does not have to be ob- 
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did Prince Charming need a 
magic sword to hack his way 
through to Sleeping Beauty? Ecological 
succession, an ecologist would call it. Left 
to its own devices much of the earth's 
say would grow rank, sprout an im- 
netrable thicket of scrub and eventually 
m into woodland—as it did outside 
EM Beauty's palace. Most grassland 
ood-free because people regularly cut 

it ete it with livestock or burn it. 

Something similar goes on in the Afri- 
can savannah, the vast grassy plains with 
scattered scrub and forest that are home 
to a cornucopia of big game. There, an im- 
pressive double-act of elephants (who 
bulldoze ub and fire (which consumes 
any woody vegetation in its path) keeps 
the forest at bay. That, at any rate, is the 
official story. 

But there is savannah devoid of ele- 
phants in parts of southern Africa. One 
such is the northern Transvaal. Dr Robert 
.. Yeaton, a botanist at the University of 
| M cmn in South Africa, has tried to ex- 
-plai in why the savannah there survives 
without elephantine Prince Charmings. 

He found that the natural succession 
of tree species on the savannah in the 
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vious to hinder the development of a child’s 
b Graham Vimpani and his col- 
i at the Flinders Medical Centre, in 
Australia, compared two-year-olds who had 
had 30 micrograms of lead per decilitre of 
blood at the age of six months with two- 
year-olds who had only ten micrograms. 
(Both levels are within the range that most 
scientists consider low.) They gave each 
child a "mental-development | score"—a 
standard sort of pre-IQ test that measures 
- Such things as hand-eye co-ordination and 
. reaction times—and found that the average 
_ score of the 30-microgram group was three 
. points lower than the rest. 
. A study of older children by Dr 
Needleman and others at Harvard Medical 
School carries a similar message. Two 
groups of youngsters were matched for age, 
background and other relevant factors, but 
one group had higher levels of lead in their 
blood than the other. Both groups were 
given standard 1Q tests. On a scale where 
-100 is the average for the whole population, 
-. 1696 of the high-lead group and only 4% of 
_ the low-lead group scored 80 or below. At 
the brighter end of the spectrum, no chil- 
- dren in the high-lead group scored over 125; 
ut 596 of the low-lead children did. 
One implication of this study is that 
-lead robs many a child of his intellectual po- 
tential. There are other implications. By 
measuring the lead in children's teeth, Dr 
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If you haveri't got an elephant, a bonbüpine will do 


Nylsvley Nature Reserve has been tin- 
kered with. Other things being equal, he 
expected to find areas in which wild pear 
was the dominant tree, followed by the 
Transvaal silver leaf and wild syringa. 
Strangely, the silver leaf and syringa were 
much more common. Wild pear was 
abundant as a shrub, but it rarely grew to 
its full tree-height. 

Could fire alone be keeping the forest 
at bay—as well as accounting for the un- 
expected balance of tree species and 
woodland structure? Unlikely, thinks Dr 
Yeaton. Savannah trees have thick bark 
that slows fire down. He also ruled out 





A prickly Prince Chasing 


Needleman found that the higher the level 
of lead, the more likely the child is to be dis- 
tracted and easily bored. Since much of 
what children are taught requires them to 
pay attention to less-than-fascinating mate- 
rial, this diminishes their chances of success. 
There may be worse to come. As Dr 
Needleman points out, hyperactivity in a 
young child often turns out to be a symptom 
of lead poisoning, and hyperactive children 
are more likely than others to become delin- 
quent. He now plans to examine the hy- 
pothesis that subtle lead poisoning is the 
cause of some violent behaviour and crime. 
It isa tempting guess. Four years ago, in 
their textbook review of crime studies, Dr 
Richard Herrnstein, a Harvard psychologist, 
and Dr James Wilson, a Harvard political 
scientist, reported that (among many other 
things) juvenile delinquency starts early, is 
more common among boys than girls, more 
common among blacks than whites, and is 
associated with hyperactivity and low 19. Dr 
Needleman notes that lead poisoning shows 
its effects early; that boys are likelier to suf- 
fer from it than girls (because they get grub- 
bier); that it seems to reduce 10 and cause 
hyperactivity; and that blacks are more 
likely than whites to live in dilapidated 
housing. Might the lead on the church roof 


- one day join alcohol, illicit drugs and sol- 


vents on the list of cmerelated substances? 




























lightning and wind damage, because they 
are rare in the northern Transvaal. 

He blames porcupines. It is not their | 
well-known spines but their sharp teeth | 
which keep the forest in check. Porcu- 
pines nibble the bark off the lower stems 
of trees, taking a particular fancy to wild 
pear with its sugary sapwood. Once the 
nibblers have had a go at them, the trees 
are more likely to catch fire because their 
protective bark has been stripped away at 
ground level. 

So wild pear is less common as a ma- 
ture tree—and more common as a 
shrub—because new stems sprout from its 
burnt base. Wild syringa is also heavily 
nibbled, but its denser heartwood will 
withstand about four fires before the tree 
falls. The Transvaal silver leaf is the one 
tree that porcupines do not fancy. 

Porcupines can be found in other parts 
of Africa that are dominated by savannah, . 
not just the Transvaal. It could be that the 
role elephants play in felling and debark- 
ing trees has been overestimated. Perhaps 
it is the unassuming porcupine that keeps 
thousands of square miles of savannah in 
grass; in which case plenty of big game 
owe him no small thanks. 
































Computer screens 


Down the tubes 


TOKYO 


HE trusty cathode-ray tube has picked 

up a few tricks since it was invented at 
the end of the nineteenth century. Yet the 
tube, which works by shooting electrc 
from a gun on to a light-emitting phospl 
screen, is still bulky and heavy. Japan is the 
furthest ahead in developing its successor: 
liquid crystal, previously reserved for cheap 
calculators. 

Liquid-crystal displays (LCDs) work ona 
different principle. There is no need to 
shoot a stream of particles at the long, thin 
liquid crystal molecules. Instead, just apply 
an electric field. That changes the orienta- 
tion of the molecule, making it act as a 
polarising light filter. Put liquid crystals at 
right-angles to another similar filter, and the 
result is the same as holding two pairs of 
polarising sunglasses at right-angles: dark- 
ness (which shows up against the light back- 
grounds of LCD screens). 

In the past two years LCD technology has 
branched out in Japan, where it is being 
used to make colour-display screens for com- 
puters. On a computer screen, letters or pic- 
tures are made up of dots, or "pixels". LCD 


pixels are created using two sets of super- 








thin transparent wires running across the 
back of the display, one horizontal, one ver- 
tical. To get to a particular pixel, simply pass 
a current along the appropriate vertical and 
horizontal lines. Where the two meet, cur- 
rent flows into a blob of liquid crystal, which 
produces a change from light to dark. 

Seiko-Epson was the first firm to turn 
this principle into a colour television screen. 
In its latest version, each pixel is a square of 
four different LCD elements: one for each of 
the primary colours and a spare for white 
light to improve definition. A fluorescent 
light that emits a carefully defined spectrum 
is shone through a polarising filter on to the 
back of the square. Coloured filters in front 
let out coloured light: red, blue, green. To 
make a yellow dot, for example, the LCDs be- 
hind the red and green filters are switched 
on together. For orange, the same—but 
with a lower voltage across the green. 

Early models suffered from bad contrast 

ause current leaked across the wires, ac- 
tivating some of the wrong liquid-crystal ele- 
ments. Matsushita, Sharp and others have a 


way of solving this problem. They attach a 
tiny transistor to each pixel, which stays off 
until the voltage reaches a specified point. 

Most good colour LCD screens are still 
tiny. On February 8th Sharp brought out a 
new four-inch model, 240 by 480 pixels, 
whose picture—the company claims—is as 
good as that from a cathode-ray tube of the 
same size. Last week Toshiba trumped that 
with a prototype 14-inch full-colour com- 
puter screen with 550 by 720 pixels. 

Toshiba has made only ten of its new 
model, and does not expect to bring it to 
market for two years: it will take time to 
build machines to manufacture and test it. 
As the process begins, the challenges will be 
similar to those of the large memory chips 
the Japanese excel at (which is why they are 
ahead in this race): to get the defect rate 
down, and to build the fine tolerances re- 
quired. Mr Shun-Ichi Sano, an R&D man- 
ager at Toshiba, considers it perfectly 
achievable. "If the cathode-ray tube had 
been invented yesterday," he says, "it 
wouldn't have a chance.” 





The ozone layer 
otratosfears 


CAMBRIDGE, MASSACHUSETTS 


OW full is a bucket of indeterminate 
size, with unknown capacity and a 
questionable number of leaks, that is being 
refilled at an unknown rate and which you 
cannot easily see? A difficult question. But 
not much more difficult than working out 
how much protective ozone (if any) the 
earth's atmosphere is losing thanks to some 
now-unfashionable chlorine compounds, 
the CFCs. Unlike the hypothetical bucket, 
the ozone question matters. Each 196 loss of 
ne could cause up to a 396 increase in 
1 cancer (because of the higher level of 
ultraviolet radiation which filters through to 
earth). Ultraviolet radiation can also cause 
cataracts, affect the immune system and 
damage crops. That the answer to the ozone 
question is a depressing one now appears 
much more likely. 
The bad news is from the Arctic, where 
a large team of scientists from several coun- 
tries has been measuring the chemicals in 
the polar stratosphere. The scientists did 
not find an ozone "hole" like the one which 
has opened up in the Antarctic where, for a 
few weeks every year since 1982, the con- 
centrations of ozone temporarily drop by up 
to 50%. They found something worse. It 
seems that ozone can be destroyed not just 
at the top of the stratosphere, as earlier the- 
ories predicted, but also lower down, and by 
a different set of chemical reactions. 
The only reason the researchers did not 
see any destruction of ozone is that their ex- 
pedition, based in Stavanger, Norway, was 
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there too early in the year. It is still too dark 
over the Arctic; the destruction of ozone by 
chlorine needs more sunlight, and will prob- 
ably come later. It is the "polar stratospheric 
clouds” which, together with the sun, pro- 
mote the chemical reactions that turn pol- 
lutants into ozone-eating chemicals. The 
clouds are found in the slowly moving vor- 
tex of polar winds that forms in the winter 
and breaks up each spring. By examining 
the chemistry of the vortex, the scientists 
found that it is primed and ready to gobble 
up ozone in ways they had not reckoned 
with. 

How much it will gobble—and 
where—depends on when the vortex breaks 
up, among other things. The longer it holds 
together, the more ozone will be destroyed. 
When the chemicals from the vortex are re- 
leased, they could travel a long way. They 
could easily affect northern Scotland, Nor- 
way, northern Canada and Russia. It is no 


Looking for clues 
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longer only the penguins who are at risk. 

Now back to the bucket: it may be leak- 
ing, but it is also being refilled. Ozone is be- 
ing created near the earth's surface—where 
it is a pollutant that attacks plants, forests 
and other things—by nitrogen oxides and 
hydrocarbons from car exhausts. lt is also 
continually being made higher up, partly 
thanks to carbon dioxide. All this helps. 
Ozone, wherever it is found, protects the 
earth from too much ultraviolet radiation; 
all that matters is how much ozone stands 
between man and the sun. Thus, partly be- 
cause of other chemicals released by man, 
the effect of CFCs on ozone is mitigated. 

It is impossible to say for sure whether 
the level in the bucket is actually falling. Dr 
Michael McElroy, who is head of Harvard 
University's Atmospheric Sciences depart- 
ment, and who went on the Stavanger expe- 
dition, now thinks it probably is. It will be 
hard to prove, even by its effects. The inci- 
dence of skin cancer is indeed rising fast in 
many countries. But the matter is compli- 
cated by the fact that more people are 
spending more time exposed to the sun. So 
you would expect skin-cancer rates to rise 
anyway. 

According to Dr McElroy, the data and 
the theories on which some 33 countries 
based their agreement gradually to reduce 
their use of CFCs and some other ozone-eat- 
ing chemicals now seem to be incomplete. 
The agreement, reached in Montreal in Sep- 
tember 1987, called for the countries in- 
volved to freeze their consumption of CFCs 
at 1986 levels in 1990, then to reduce them 
by 2096 in 1994 and by a further 3096 at an 
unspecified later time. The chemicals, which 
are used in refrigerators, air-conditioners 
and fast-food cartons as well as in solvents 
and cleaners, take an average of 75 years to 
break down in the atmosphere and to start 
attacking ozone. So it is their grandchil- 
dren's skins, not their own, that politicians 
are gambling with. 

[n case that sounds like a good reason to 
have lots more lengthy conferences before 
doing anything, consider another statistic, 
from Dr McElroy's colleagues. If the produc- 
tion of CFCs were cut by 90% in ten years’ 
time, it would take 50 years longer for the 
same amount of ozone to be replaced than it 
would if the 90% cut were made tomorrow. 
ee 
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JUST PUBLISHED 

RECYCLING JAPAN'S SURPLUSES FOR DEVELOPING COUNTRIES 
By Terutomo Ozawa 

Japan's assets abroad stand at over $300 billion dollars. This report, by a 
leading Japanese economist, provides an in-depth look at the implications of 
Japan's emergence as the world's new financier, both globally and for the 
developing countries in particular. 

41 88 05 1; 1989; ISBN 92-64-13177-9; 113 pages. 

FF90; US$19; £11; DM37. 


FINANCIAL POLICIES AND DEVELOPMENT 

By Jacques J. Polak 

This study, by the former Principal Adviser to the Managing Director of the 
IMF, focuses on the role that financial policies play in the process of 
economic development. He looks at a number of issues including the use of 
savings, determinants of the domestic savings rate, the search for foreign 
savings, as well as government finance and the debt problem. After showing 
that credit intermediation through the banking system is inefficient, the author 
argues that the supply of capital is allocated in a far from optimal manner. He 
then examines the role of the IMF and the World Bank, and proposes interest 
rates polices which economise on the use of capital. Finally, Dr Polak 
proposes an approach to a solution of the debt problem. 

41 89 01 1; 1989; ISBN 92-64-13187-6; 234 pages. 

FF140; US$29.50; £17; DM58. 


TAXING CONSUMPTION 

Here is a comprehensive description of the development of consumption tax 
systems in OECD countries over the past two decades. In particular, the 
report provides an analysis of the various factors governments must consider 
when they create or modify taxes on goods and services. As most OECD 
countries now have adopted value-added taxes (VAT), this study also 
focuses on the technical and transitional problems involved. 

23 88 09 1; 1989; ISBN 92-64-13160-4; 335 pages. 

FF170; US$37.50; £20; DM74. 


CITIES AND TRANSPORT 

Presents a description and analysis of the innovative measures taken by 
urban transport systems in the cities of Athens, Gothenburg, Hong Kong, 
London, Los Angeles, Munich, New York, Osaka, Paris and Singapore to 
respond to transport as well as environmental and economic concerns. 

97 88 09 1; 1988; ISBN 92-64-13183-3; 205 pages. 

FF210; US$44.50; £25.50; DM87. 


SEND YOUR ORDER TO: 
United States: 
OECD Publications and Information Centre, 2001 L St NW, Suite 700, Washington, 
DC 20036-4095. Telephone 202 785 6323. 
United Kingdom: 
HMSO Books, PC16, Publications Centre, 51 Nine Elms Lane, London SW8 5DR. 
Germany, Austria, Switzerland: 
OECD Publications and Information Centre, 4 Simrockstrasse, 5300 Bonn. Telephone 
0228 216045. 


Japan: 
OECD Publications and Information Centre, Landic Akasaka Bldg, 2-3-4 Akasaka, 
Minato-ku, Tokyo 107. Telephone 03 586 2016. 


All other countries: 
OECD Publications Service, 2 rue Andre-Pascal, 75775 Paris CEDEX 16, France. 
Telephone 45-24-81-67. 





Interest Rates: E 


How Much Higher? 


Why do Forbes, The Wall Street Journal, Business 
Week, Money and Barron's quote financial 
forecasts from Young's World Money Fore- 
cast? The answer is Richard C. Young's "unique 
analytical approach" to forecasting and his 


"uncanny accuracy." Now in its eleventh vear 


Young's World Money 
Forecast is one of the 
most widely read busi- 
ness and investment 
forecasting services. 
A three- issue introduc 
tion is yours for next to 
nothing. You will receive Young's latest forecasts 
for interest rates, gold, currencies, the stock 
market and the U.S. economy. Just send this ad 
along with *1 and your name and address to: 
Young Research & Publishing, Inc. 
Federal Bldg., Thames St., Newport, R.I. 02840 
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WC RLD MONEY FORECAST 
An Introduction for New Subscribers Only 
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of American 
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1-205-966-5470 


Worldwide 


1-205-966-4352 9 
1-800-255-2665 


Toll Free U.S. 

At current exchange rates books of 
American publishers will probably 
cost you less. Call for information. 
BOOK CALL is your personal book- 
store at the end of the phone. Our 
experienced booksellers will help you 
with all of your special needs. 


€ Charge to Amex, MasterCard, Visa 
or send Stateside check 

e We ship anywhere in the world 

e Gift wrapping available 

e Mail orders —ÀÀ 

è Corporate o s inv. 

€ Open 24 HOURS every day 

FREE monthly new title forecast 

available—the perfect way 

to keep up with the news 

about the latest U.S. books. 









59 Elm Street 
New Canaan 
CT, USA 06840 
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BOOKS AND ARTS 


The whining civil servant 


BREACH OF PROMISE: LABOUR IN POWER 1964-70. By Clive Ponting. Hamish Hamilton; 433 


pages; £15.95 


OR much of the postwar period, the La- 

bour party lived off the political capital 
of the 1945-51 Attlee government. Attlee, 
Bevin, Cripps and the others brought full 
employment and created the welfare state. 

ir memory was revered. In contrast, the 
ryvt-720 and 1974-79 Labour administra- 
tions are largely passed over in silence. 

The Labour party's modern Dark Age 
began with Mr Harold Wilson's first govern- 
ment, whose story Clive Ponting (of 





Cc, 
Artful Dodger Wilson, cus Ponting 


Belgrano cover-up fame) tells in his latest 
book. It is a sad tale. The government had 
its small successes; it gave Britain an om- 
budsman and the Open University and pro- 
vided the poor with increased supplemen- 
tary benefit and family allowances. But it 
failed to bring "socialism", it failed to effect 
any real improvement in Britain’s economic 
prospects and it failed spectacularly, in 
1970, to win re-election. 

What went wrong? Mr Ponting is not 
sure. At times he is inclined to blame Mr 
Wilson himself: for his personal insecurity, 
his lack of convictions, the sordid machina- 

tions that he allowed to go on in his kitchen 





cabinet and his total preoccupation with 
short-term political advantage. At other 
times Mr Ponting seems to want to blame 
the whole Labour party and its failure dur- 
ing its 13 years in opposition from 1951-64 
to rethink its policies and prepare for 
government. 

Mr Ponting does not, however, indicate 
on what basis a new set of Labour policies 
might have been erected; and, having con- 
demned Labour’s unsuccessful attempts to 
plan the economy, he later 
goes on to undercut himself by 
suggesting that perhaps the 
problems with — 1960s-style 
planning were not, after all, po- 
litical and administrative but 
more fundamental: 


The episode leaves unresolved 
doubts as to whether an essen- 
tially free-market economy, 
strongly linked into the interna- 
tional system, could be ‘planned’ 
in any meaningful sense without 
draconian powers that no gov- 
ernment could take in peace- 
time. 
Quite so. 

“Breach of Promise” is, in 
short, as much of a muddle as 
the first Vilson government it- 
self. Mr Ponting wishes to pass 
judgment on the government's 
actions, but he does not do so 
from any stable vantage point. 
The result is that his endlessly 
repeated specific criticisms rapidly become 
wearisome. The reader begins by nodding in 
agreement, then nods off. 

This is a pity, because the first Wilson 
government set in train not merely Labour's 


post-1968 lurch to the left, but the dissolu- ` 


tion of the postwar consensus. Six years of 
obsessional government intervention in the 
economy, combined with growing signs of 
stagflation, led immediately to Mr Edward 
Heath's “Selsdon Man” alternative Conser- 
vative strategy and ultimately to the Thatch- 
er revolution. With a sustained critique, Mr 
Ponting might have shown how the failures 
of the Wilson administration were linked to 
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the revival of free-market ideas. 

Alternatively, he might have offered a 
rollicking narrative of what was, after ill a E. 
bizarre administration filled with bizarre 
people: the dipsomaniac genius George - 
Brown, the crafty but shallow Richard - 
Crossman, the Artful Dodger himself, Mi 
Wilson. As it is, Mr Ponting seems uni er- 
ested in individual psychology. Anyone not 
ebullient is inevitably dubbed “dour” ^ 

The one subject on which ' ‘Breach of 
Promise" sheds new light is Britain's rela- - 
tions with the United States during the Wil- 
son years. Rooting around in American doc- 
uments and Lyndon Johnson's archives, Mr 
Ponting has discovered that in 1965, unbe- _ 
known to most of the cabinet, the British. 
prime minister did a secret deal with the. 
American president under which the Unit- 
ed States agreed to provide heavy support — 
for sterling provided Britain agreed to pure 
sue a tight fiscal policy at home and to m: = ie | 
tain its forces east of Suez. The Americz Y 
led by Mr McGeorge Bundy, the national se 
curity adviser, insisted on linking sterling | 
and defence and, in private, were dismi 
of British pretensions. “The so-called / 
glo-American special relationship", Davic 
Bruce told the State Department in 1967, 

“is now little more than sentimental. 
terminology." 

Even here, Mr Ponting's interpretation - 
is internally contradictory. His desire for 
sensation prompts him to claim (or at least — 
imply) that the secret deal profoundly influ- — 
enced British policy; but his honesty com- | 
pels him to acknowledge that the Americans - 
were only pressing British ministers to do! * 
what they wanted to do anyway—and that 
when i in 1967 the deal ceased to be in Brit- 
ain's interests it was quietly dropped. 

“Breach of Promise" will be useful to 
students and teachers too young to remem- 
ber the 1964-70 period. But these tumultu- 
ous years still await the historian they 
deserve. 





Two tours in Central America 


Fantasyland | 


WAR AND PEACE IN CENTRAL AMERICA. By 
Frank McNeil. ScribnerS; 310 pages; 
$19.95 | 


“I AM leaving the Foreign Service in re- 
sponse to your exercise in McCarthy- _ 
ism", Mr Frank McNeil wrote in November — 
1986 to Mr Elliott Abrams, who at that time - 
was in charge of Latin American affairs at 
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ad been türhed down. for Peru ind « 
f leaking secrets to newspapers; but his true 
rime, he believes, was thàt as number two 

‘in the State Department" s Bureau of Intelli- 
ence and Research he had been churning 
ut analyses on Nicaragua that failed to de- 
a contra victory around the corner. Re- 
he says, was confused with disloyalty. 

“Mr Abrams still maintains that aban- 
ning the Nicaraguan contras is America’s 
Ol t mistake" «Mr McNeil argues that the 

tration's real mistake was to allow 

I over Central American policy to 
g.a "cabal of zealots” who, obsessed 
werthrowing the Sandinist govern- 
t, threw. diplomacy, and diplomats, out 
h the anticommunist bathw icd 





























voking del late | ves Me Corby whose 
nate hearings. on un-American activities 


a c Several senior State Debatten 
icials who said, or implied, that the con- 
had no clothes found themselves t trans- 



















Sood little conservatives 


erred or rman But their treatment, 
hough shabby, pales before the McCarthy 
surge of the old China hands who had had 
he temerity to be correct. 

- One of the administration's more fool- 
sh decisions was to get rid of Mr Tom En- 
rs, one of Mr Abrams's predecessors, who 
n 1982-83 bad been pushing hard ie a two- 
rack. (military and diplomatic) policy to- 
rds Nicaragua. This was also, intermit- 
ly, official policy, as ‘enunciated by Mr 


then under-sectetary of defen p | 
spilt the beans that the real goal was: ‘not to 


agan and repeated A to 3 vofidrens 


pressurise the Sandinist government to 


change its ways but to defeat it). But, for the ^ 


cabal, negotiation was mostly a public-rela- 
tions, and fund- raising, ploy; Mr Enders was 
out of line for taking it seriously. | 
Other heads rolled, none of them liber- 
al. Mr McNeil was left m or less in peace 
ín Costa Rica (though he always had his 
toothbrush packed). But his colleague, Mr 
Deane Hinton, was sent home from El Sal- 
vador for placing human rights on a level 
with anti-communism. Later on, Mr John 
Ferch was fired from his embassy in Hondu- 
tas for responding in too strait-laced a way 
when asked by Mr Abrams to do more for 
the contras. And, shades of McCarthy, Mr 
Robert McFarlane, the former national se- 
curity adviser, confessed to the congressio- 
nal investigating committee after the lran- 
contra mess exploded that he had not told 
the president about the failings of the con- 
tras "because Bill Casey, Jeane Kirkpatrick 
and Cap Weinberger would have said I was 
some kind of commie.” 
it was less than McCarthyism. But Mr 
MeNeil succeeds in documenting his theory 
that Central America became the adminis- 


tration’ s fantasy isthmus, a place where 
reality —and . 


"rhetoric substitutes for 
where middle-of-the-roaders stood a good 
chance of being run over. 
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History's burdens 





Fre Down BELOw: A JOURNEY OF Ex. 
PLORATION FROM MEXICO TO CHILE. By 
Robert Harvey. Simon & Schuster; 304 
pages; £14.95 and $19.95 


O COVER 17 Latin American coun- 

tries in 304 pages carries a high risk of 
shallowness. Aware of this peril, Robert 
Harvey, a member of The Economist 5 staff 
from 1974 to 1983, has chosen an impres- 
sionistic approach. His book is a readable 
description—by turns harsh, blunt, colour- 
ful and amusing—of his most recent jaunt 
through Latin America. It includes not only 
chats with presidents but also visits to lively 
bars in Amazon river towns, ttain rides 
through remote mountains and a flight to 
the world's highest waterfall. Interspersed 
with these descriptions are potted histories 
of each country and a political assessment of 
where they are going. 

Unlike some American authors, Mr 
Harvey does not blame all Latin America's 
woes on governments of the United States 
past and present, although he grumbles 
about American neglect. He looks at each 
country's history and its ethnic make-up, 
and seeks reasons there for the governments 





tral characters, Graf Helmuth 
























' Books of this kind mei a suffer be- 
cause they cannot be up to date, and some of 
Mr Harvey’s gloom now looks misplaced. 


. He was unable to include the improvements 


in Bolivia, where inflation has been cut fróm 
20,00096 to 2096, and in Chile, which has 
had steady economic growth for four years. 
Mexico's structural reforms under Mr Mi- 
guel de la Madrid, paving the way for sus- 
tained export-led growth, deserved more of 
a pat on the back. But the political judg- 
ments are what matter. Mr Harvey’ $ van- 
tage-point is that of a Tory "wet"—3 trac i. 
tional western democrat who likes h a 
enterprise mixed with a dash of social 
tice. Neither Nicaragua's commandante 
Tomas Borge nor Chile’s General Augusto: 
Pinochet comes off well in his book: social- 
democratic Venezuela does. He conchae’: 
that Latin American countries "still p 
toward prosperity". Optimistic, but perhaps | 


not wrong. 
Roland Dallas | 












Germans and Nazis 


. Nay-sayi ng 


Viet R iens: By Michael Bal- 
four. Routledge; 310 pages; £30 


HIS is the best and wisest : account so far 

. of a sensational subject, much contro- 
verted ever since Hitler came to power. Mi- 
chael Balfour has been in turn a don at Ox- 
ford, an official propagandist, a leading 
member. of the control commission in con- 
quered Germany and a professor at East An- 
glia. He was a close friend of one of his cen- 





“In the first part of his b 
how Hitler was able to secure—-q E 
gally—absolute power in Germany, and 
what obstacles lay in the path of those who 
wanted to resist him. These ranged from the 
moral difficulty, that every officer had to - 
swear a solemn oath of personal loyalty to 
him, to the merely practical one that some 
fuses captured from the special operations 
executive failed to work at very low tempera- 
tures in the hold of Hitler's aircraft, and 
thus failed to kill him. 

. Mr Balfour then sets out to explain the 
sort of people who. resisted. They ranged 
over the whole of German society from no- 
blemen and bishops to railwaymen and car- 
penters, students and bureaucrats. His pow- 
erful insight into what really happened is 
aided by his habit of accepting the less glam- 
orous and more probable way of explaining 









each shift, each attempt to counter barba- 


rism with humanity. - vi 
In conclusion, he lols.: nto the basic. 





He's the hands-on CEO of America's leading hotel operation with 
over 520 hotels and resorts in the U.S.A. and around the world. 
Each year he travels 200,000 miles to visit Marriott hotels and res- 
taurants — and each time for Bill Marriott, it's like coming home. 
Now, Bill Marriott has a new home in the East. Rising nearly 
50 storeys in the heart of Hong Kong, the new Hong Kong Marriott 
Hotel is set to open in February 1989 and become the latest and 
most spectacular addition to the Marriott empire. 
Appropriately, nothing has been spared in its preparation 
om the magnificent, three storey high lobby with cascading 


waterfalls to the comfort of immaculately appointed rooms, you'll 






experience a blend of five-star Eastern service and dynamic y 


American knowhow that sets the Hong Kong, Marriott apart. 


Bill Marriott travels 200,000 miles 
a year without leaving home. 
$ , 


At the Hong Kong Mariott, we have an attitude that starts at 
the top and runs through the heart of our organisation. Simply 
stated, your comfort comes first. And if we have to go to extraor- 

inary lengths to achieve this (even 200,000 miles), that's just fine 


with us. We want you to feel just as much at home as we are 


Opening in Hong Kong in February 1989. 


HONG KONG 


»- » LI 


Marriott people know how 1 rat Ue 
J. Willard (Bill) Marriott Jr. President and Chief Executive Officer of the Marriott Corporation 


For additional information, contact Hong Kong Marriott Hotel, Pacific Place, 88 Queensway, Hong Kong. Tel: 5-8108366, Tlx: 66899 MARTT HX, Fax: 5-8450737, 
Tokyo Tel: 81-03-215-7285, Fax: 03-215-7290, Sydney Toll Free 008-251259 or your travel professional 


Our Korean spirit is moving in the air. It’s a spirit of untiring service, ceaseless effort and ageless charm th 
of the world’s most modern fleets. And a spirit that soars around the globe to 41 cities in 20 countries « 


KOREAN SPIRIT: KOREAN DEDICATION. 





ws from Korean traditions pert fected over thousands of years. A spirit advancing into the future with one 
continents. Fly with us soon and you ]l experience the dedication to excellence that could only be Korean. 


THE SPIRIT OF KOREA IS IN THE AIR 





EU 


E 


t 


















(All Debt/All Equity) 


recor Arete h th har whet terns amaa ty 












GoldmanSachs — 45 86. | 
Salomon Brothers 39.3 gl 














shearson 
Source: IDD information Services. 
* Data was obtained Irom sources deemed 1o be reliable. aychuding Merntl Conci data bases | 











initial public offerings, convert- This record was achieved 
ible and corporate investment as a result of our commitment 
grade debt, preferred stock, to provide superior client ser- 
Yankee bonds and floating rate vice worldwide. 
notes. We are grateful for the trust 
n addition, while not that our clients have bestowed 
included in the above table, upon us, and will work hard to 
Merrill Lynch also led in 
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oblems of morals and politics that arise 
~ om attempts to fight a tyranny. He does 
yt try to impose answers to the questions 
» raises; he leaves his readers with plenty of 


fod for thought. 


yril Connolly and Horizon 


Whe life of a dog 


[FRIENDS OF PROMISE. By Michael Shelden. 
lamish Hamilton; 254 pages; £15.95 


N THE late summer of 1939 Cyril 
Connolly persuaded his friend Peter 
atson to underwrite the costs of a new lit- 
Mary monthly, Horizon. Watson admired 
Sonnolly, but well this side of idolatry. He 
Merought Stephen Spender in to keep his edi- 
orup to the mark. 
Zt was the worst of times. When the first 
"Sumber came out at Christmas, Britain was 
wat war, paper was rationed, and a whole 
‘lutch of "little magazines" had gone out of 
yusiness. For this reason, it also proved the 
est of times. Horizon had no immediate ri- 
wal, and the war had not only concentrated 
miters’ minds but their bodies too—in 
London. 

Mr Spender left Horizon early. Watson 
wwvas by no means a sleeping partner (Hori- 
on's impressive coverage of the arts re- 
Mlected both his patronage and his flair). But 

it was Connolly who stamped his personal- 
ity on the magazine. In his own eyes (and in 
his mid-30s) he was an aging wunderkind: 


At Eton with Orwell, at Oxford with Waugh, 
He was nobody afterwards, and nothing before. 






Self-deprecation was a weapon, but it was 
real enough. Connolly was obsessed by a 
lifetime’s ambition to write the great English 

el (something, his friend Anthony Pow- 

as asserted, for which he was entirely 
unfitted). He felt a mixture of guilt and 
scorn at the time-wasting literary journalism 
in which he happened to excel. So success— 
and this seems true of his private life as 
well—was as unsatisfying as failure was 
frightening. Once established or secure, 
Connolly suffered from a restlessness that 
might be construed either as a proof of per- 
fectionism or an extended form of post-co- 
ital tristesse. 

This may not have made him a happy 
man. It did make him a superb editor. His 
taste was eclectic, his touch secure, and he 
remained remarkably untrammelled by po- 
litical or propagandist concerns. As Michael 
Shelden notes, Horizon had neither mani- 
festo nor platform. But it might have used as 
a masthead Connolly's remark that “war is a 
tin-can tied to the tail of civilisation; it is also 
an opportunity for the artist to give us noth- 
ing but the best, and to stop his ears.” 

The result was an unrivalled range of ex- 
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cellence. Connolly printed Wystan Auden 
and Evelyn Waugh, Angus Wilson and Oc- 
tavio Paz, John Betjeman and Jean-Paul Sar- 
tre, Dylan Thomas and André Malraux, Al- 
berto Moravia and George Orwell. When 
the war ended, Horizon was not simply an 
established success. It had—rightly—made 
Connolly a celebrity. 

The predictable result was disenchant- 
ment. Watson would have staked the maga- 
zine as long as Connolly's commitment 
held. That wore thin. The last number came 
out in November 1949 with a suitably sar- 
donic epitaph from its editor: “Ten years for 
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a little magazine is about the same as for a 
dog, ie, a lifetime." There was a chilling 
coda. For the next 25 years Connolly strug- 
gled with the novel he was never to write. 

[t is a measure of Mr Shelden's skill that 
he can make Watson, a reclusive and ulti- 
mately tragic figure, as sympathetic as Con- 
nolly himself (“one of those individuals”, 
Mr Powell suggests, who seem to have been 
sent into the world to be talked about"). It is 
another that he so effortlessly dovetails pri- 
vate faces and public places, sexual politics 
and literary analysis. This is an elegant, sure- 
footed and beautifully articulated book. 
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The deepest undercurrents of the Rushdie affair 


Written on leaves 


HE shrillness of the Muslim attack on 

Mr Salman Rushdie and “The Satanic 
Verses” is partly a front for something else: 
the qualms of many of their western-edu- 
cated brethren about the origins of Islam. 
Muslims are taught that their holy book, the 
Koran, was revealed by God to the Prophet 
Muhammed and dictated by him to his 
scribes without human editing. According 
to tradition, the Prophet's utterances were 
first written down on whatever materials 
came to hand: the shoulder-bones of camels, 
palm leaves, pieces of wood or parchment. 
The Caliph Uthman (644-656 AD) is said to 
have made the collection into a book; other 
traditions say that it was committed to writ- 
ing because of the fear that all the Koranic 
reciters, who had memorised the text by 
heart, were being killed in the civil wars that 
followed the Prophet's death. 

The Koran is incomprehensible without 
reference to two other bodies of literature: 
the hadiths (Traditions or sayings) ascribed 
to the Prophet and some of his companions, 
and the rules of grammar derived from the 


pre-Islamic Arabian poets. In Islamic acade- 
mies and seminaries the authenticity of the 
Traditions, many of which are admitted by 
Muslims to be spurious, are tested according 
to a chain of transmitters going back to the 
original source—rather as an Old Master 
painting is equipped with a provenance trac- 
ing it back to its original owner. Modern 
western scholarship, however, casts doubt 
on the hadiths. Even the best-attested are 
said to be full of anachronisms, and at least 
one scholar has argued that it is impossible 
to distinguish between the "true" or "false" 
Traditions at the core of Islamic law. The 
Koran, too, has come in for radical scrutiny. 
Modern scholars, using methods adapted 
from biblical analysis, have suggested that 
the Koran as it is now may have been assem- 
bled some time-after the Arab conquest of 
the Middle East, from a larger corpus of oral 
literature, in the course of polemics with 
Jews and Christians. 

For nearly two centuries, western Chris- 
tians have had to come to terms with the 
“higher” critical methods of biblical schol- 
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€€XYX 7E thought we had acquired, 
‘edited and published a literary 

work,” said Mr Salman Rushdie’s Amer- 
ican publishers last week, mystification 
mixed with sadness. So Viking had, and 
- over the bids of at least eight other 
houses; but it is controversy that is tak- 
ing the book off shop shelves all over the 
United States. More than 50,000 copies 
of “The Satanic Verses” had been sold 
| even before the official launch date of 
|. February 22nd; many others were hid- 
- den away under counters and in store- 
rooms, from where staff could fetch them 
| their own risk if customers insisted. 
Bar ies & Noble, Waldenbooks and B. 
alton— together controlling 20-3096 of 

















cided that "for security reasons" they 
would remove the book.from display. 
ree speech was sacred, all dutifully said; 
but they wanted to keep their employees 
alive. Viking, scornfully calling this “cen- 











ith plans for a second printing. 





ers and booksellers, who like to consider 
themselves a little better than the run of 
traders, has been almost uniformly cra- 


a ven. Mr Rushdie’s French, Dutch, Greek 


..arship. Once doubt had been cast on the 
. “divinely inspired" authorship of the vari- 
ous books of the Old and New Testaments, 
the stage was set for confining Christianity 
to the space it now occupies within the 
sphere of private belief. This adjustment has 
nabled Christianity to survive in a secular, 
luralist West, but nothing of this kind has 
appened in Islam. 

In the Muslim world, under the aegis of 
bonihe autocrats or colonial govern- 
ents, the purview of Islamic law was se- 
erely reduced; but Islamic religious estab- 
shments never abandoned their insistence 
hat Islam should govern every aspect of life, 
public and private. Attempts to reform Is- 
lamic theology and law in line with modern 
scholarship met fierce resistance from the 
ulema, the qualified interpreters of the sa- 
cred text. The scholarly work that could 
lead to a modernisation of Islamic theology 
is largely being carried out by academics— 
including many Muslims—working in west- 
ern institutions. Dozens of scholarly books 
on the shelves of university libraries in Eu- 
rope and Ámerica are far more subversive of 
lamic orthodoxy than Mr Rushdie's work 
of fiction. 

. Religious establishments in Iran and 
elsewhere feel deeply threatened by modern 
scholarship. In reporting Ayatollah Kho- 
neini's fatwa condemning Mr Rushdie last 





xk: ‘gales i in the United States—all de- | 


ship- by terrorism", is going ahead 


Behaviour elsewhere among publish i 


and Turkish "publishers: are delayir 
publication. Imports of the book have 
been held up in Canada and Japan, and 
the biggest bookstores are not requesting 
any more copies. The German publish- 
ers have decided not to go ahead, but a 
consortium of writers led by Günter 
Grass has said it will bring out the book 
instead. The Italian publishers, suffering 
from cold feet, eventually got a transla- 
tion into the shops last Friday; it was sold 
out in Rome and Milan by Saturday. 
Those who have been brave, in short, 
have a big success on their hands. But 
even Viking has had its moments of — 
doubt. When the Ayatollah's fatwa was 
announced, company officials immedi- 
ately released a statement regretting the 
distress the book had caused. Viking in 
Britain is said to be miserably worried 
about the new Margaret Drabble novel, 
due to be published in September, in 
which a character reads the Koran and | 
does not think much of it. Writers on | 
both sides of the Atlantic, less concerned | 
about employee health-and-safety rules, | 
are encouraging Viking and Mr Rushdie 
to be strong. As William Safire put it in | 
the New York Times on February 20th, 
"the book business, like the entire indus- | 
try of the mind, has responsibilities and 
protections that go beyond the selling of 
oat bran and face cream." 





week, Tehran Radio repeated his view that 


Mr Rushdie's book was 


the result of years of effort by American, Euro- 
pean and Zionist so-called experts on Islam 
gathering in international seminars and confer- 
ences on the religion with the aim of finding the 
best way to insult and undermine Islam’s high- 
est values and traditions. 


This attitude is not new. In 1926 Taha Hus- 
sein, a distinguished Egyptian writer, was 
forced to withdraw a book on pre-Islamic 
poetry which called into question the dogma 
that it had in fact been written before Islam; 
he was later forced to resign his university 
post. Even today, the masterwork of the 
Egyptian Nobel laureate Neguib Mahfouz, 

. “The Children of Gebelawi’’, remains un- 
published in his homeland; the religious es- 
tablishment regards its allegorical treatment 
of Adam, Moses, Jesus and Muhammed as 
anti-religious. In Saudi Arabia, where the 
narrow-minded Wahhabite sect rules in reli- 
gious matters, even such Islamic religious 
classics as the works of al-Ghazzali and al- 
Ashari are banned; it is feared they might 
lead the faithful to stray from the strict path 
of literalism. If the Rushdie affair sends a few 
more western Muslims to university libraries 
to study works by outstanding modern 
id. of Islam, some good will have come 
of it. 
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. scent (so he claimed) from the Borgias of A 
agon. As he wrote to his wife, "You mu 












PARIS 


STOCKBROKER who drops out at : 

and ends up painting nubile maider 
in the South Seas inevitably becomes a fi 
ure of myth. Yet the vast Gauguin retrospe 
tive at the Grand Palais in Paris, which ru 
until April 24th, shows that Gauguin was 
myth most of all to himself. The older 
grew, the more he invoked his own romant 
genealogy—a childhood in Peru and d 



































remember that there are two natures. i 
me—the Indian and the sensitive." — 
As a Sunday painter and friend of th 
Impressionists, Gauguin showed talen 
exhibiting at the Salon of 1876 when hex 
28. His pictures reveal the influences o 
men he admired and worked with, parti 
larly Pissarro, But the final decision to com 
mit himself wholly to painting was impelle 
less by inner necessity than by the stoc 
market crash of 1882. Seizing the chancet 
pursue his new career, Gauguin sent his wife 
and five children to her well-to-do parents ins: 
Copenhagen while he starved in Paris. 2 
The capital, he said, was “a desert for a 
poor man" and he was attracted to the wilds 
of Brittany simply as a place where he could 
live cheaply and paint. A similar desire took 
him farther afield in 1887, to Martinique. 
There he was stirred by the tich tropical col- 
ours and the exotic parade of native women. 
He returned to France, his eye and instincts 
transformed. Writing from Brittany in 1888, 
he stressed that what he loved in the coun- 
try now was "the savage, the primitive’, 
which yielded the same "secret, flat and 
powerful tone" that he sought in painting. 
Henceforth, Gauguin pursued not ji 
mode of art, but à way of life. The chan. 
evident in his Brittany pictures, where col- 




























































Self-portrait as noble savage 














ré ssionists, to recreate the ef- 
ut is pure expression. Gau- 
me the natural leader of the group 
boliste painters who congregated in 
llage of Pont Aven and subscribed to 
ew creed: if a painter saw a tree as yel- 
hadow as blue, leaves as red, that was 
they should be painted. 
or the rest of his life, Gauguin's art be- 
a conscious embodiment of his view of 
f as a noble savage, seeking to realise 
nity of human life with that of animals 
egetation’’. It was this quest which fi- 
drove him to Tahiti where, as he wrote 
is long-suffering wife, he would “be able, 
the silence of the beautiful tropical 
ghts, to listen to the sweet murmuring mu- 
of the movements of my heart in amo- 
ha ‘mony with the mysterious beings of 
ntourage. Although he did achieve 
larmony with a series of teenage 
$, Gauguin's sojourn in the South 
rurned out to be far from his ideal. Not 
"did he have to contend with poverty 
disease, but he found that the ancient 
Polynesian culture, which he had hoped to 
quarry for his work, had largely vanished. 
stead, he had to base his paintings and 
rvings on motifs from local museums and 
from a hodge-podge of reproductions. 
. 4 It was typical of Gauguin that when he 
“was rejected by most of the critics, artists 
-and connoisseurs of his time, he would paint 
"himself in the guise of a sardonic or suffering 
Christ. Humility and objectivity were not 
his virtues. He was as image-conscious as any 
artist of the 1980s. Near his death in 1903 a 
European friend told him that he was al- 
ready a legend, for his “disconcerting, inim- 
.itable painting ... the definitive work of a 
great man in a sense departed from the 
oworld.” Gauguin, he said, had already 
passed into the history of art. Unfortu- 
 mately, he always knew it. 


























































L ome thoug hts 


"WEST BERLIN 


'IEWERS at this year's Berlin film festi- 
V val have been given a potted history of 
German cinema, beginning with a retro- 
-spective devoted to a great producer, Erich 

er ("Metropolis", "Dr Mabuse" and 
tiety’’), and ending with the best new 
ilms of the present. This is a cinema that 
has had its ups and downs: splendour in the 

1920s and 1930s, a fallow period in the 
1950s, a celebrated school—Rainer Werner 
Fassbinder, Wim Wenders, Werner Herzog, 
lexander Kluge—in the 1970s, and then 
departure of many of the famous names 
seek work abroad. Now the tide seems to 
turned again; and if one film seems to 
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Hi ho remake. 


CCORDING to recent reports in 

the British tabloids, television pro- 
ducers both here and in America are 
scrambling to buy up rights to remakes 
of such small-screen classics as “Lassie” 
and "The Lone Ranger" in order to 
soothe public anger over sex and vio- 
lence on the air. This is odd, because the 
Independent Broadcasting Authority's 
latest survey of attitudes towards televi- 
sion indicates that nearly three-quarters 
of television audiences were not particu- 
larly bothered by offensive material in 
1988. 

Viewers were far more likely to be en- 
raged by repeats; but there lie a para- 
dox. In the weekly surveys, repeats con- 
tinue to receive consistently high ratings. 
Audiences like what they know, and now 
television producers too seem to be rec- 
ognising the value of brand names. In 
America remade versions of "Leave it to 
Beaver’, "The Munsters” and "Co 
lombo” are already on the air. Later this 
year, “Lassie”, "The Little Rascals” and 
“The Lone Ranger”, all updated for 
1980s audiences, will probably follow 


sponded with plans for an updated ver- 
sion of "The Saint”. Britain's Channel 
Four, which started off with re-runs be- 
cause they were cheap and has since be- 
come famous for them, considers itself 
above the remake trend. But the press 
coverage given to its current re-runs of 
“The Lone Ranger” and "Wagon Train" 
. may have inspired its rivals to think that 
any old programme is good. 
Unlike re-runs, however, remakes are 


have turned it, it is Edgar Reitz's "Heimat" 
of 1984 (made for cinemas but shown in 11 
parts on television), which followed the for- 
tunes of a family in the Hunsrück before, 
during and after the second world war. 

Half a dozen films by the latest genera- 
tion of directors at the festival dealt with the 
disastrous history of Germany in the first 
half of the twentieth century, interweaving 
it with a desire to return to a homeland 
rooted in earth, family and tradition. In this 
sense, “Heimat” has found its way into the 
national consciousness. 

Kai Wessel, a director who is not yet 30, 
has made a first film about an arthritic lady 
pensioner who exacts a terrible revenge on a 
Nazi collaborator whom she exposes. "Mar- 
tha Jellneck” is an historical chamber 
drama, set in the old woman’s flat, which 
builds up slowly in intensity and uses en- 
closed spaces to great effect, as "Heimat" 
did. But the clearest successors to “Heimat” 
are Christian Wagner's "Waller's Last 






formula, but a whole concept, is a sign’ 


London Weekend Television has re- 












not cheap. Series must be re-scripted, re 
cast and re-shot. But the programme is- 
known; the producer is spared both the. 
cost of a pilot and the need for a hard 
sell; the risk is lowered for everyone in- 
volved. Some producers still insist, too,” 
that they are catering to the public’s de- 
mand for a return to traditional values: 
on the screen. A spoiler might respond - 
that to recycle not merely a story-line or a 



















that the ability to create new proe 
grammes may be dying out. | 









































We've been here before 
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Walk" and Joseph Vilsmaier's "Autum 
Milk", both of which make wide use of t 
countryside and farming traditions. | 

Mr Wagner's film is ostensibly abo 
the last days of a railway worker who is f 
ibly retired, but its flashbacks also fill : 
good deal of German history. Using ma 
nificent colour for the present and a beau 
fully processed sepia tone for the past 
trick Mr Reitz used too, to great effect), it 
a meditation on age and the passing of ti 
"Autumn Milk” is a more bucolic affa 
ten sentimental, but with a good camera 
for open spaces, farming rituals, loca 
brations and the effect of Hitler's war 
these mainly acquiescing, mean-m 
farmers. Mr Vilsmaier (a former cam 
man) shot the film himself, contrasting 
occasionally porky Bavarian humour - 
sequences of great sensitivity and s 
More new German films are earmarked 
Cannes; they will be worth watching for 
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MANAGEMENT CONSU 


As one of the UK S leadi ing firms of Management Consultants and Accountants, 
Coopers & Lyb and has long taken a leading role in Economics Consultancy practice. 


- Qur Professional Economist Programme provides a unique opportunity for young 
professionals with a first or masters degree, or a doctorate, to move into international: 

- consultancy The training will familiarise you fully with our methods, approach and clients, 
and wil involve both formal course-work and secondments to our many divisions. 


E You con expect to TS assignments throughout the Western world and in the 
developing co countries conirioting the Economics perspective to projects which will include: 


€ Communications 3 
EJ Energy, Water ond * anspor 


© Economic foie 

€ Government Services & Policy 
€ Commercial Strategy 

@ Privatisation 

© Regulation 


UE 


m 


From day one you will occupy an influential role and structured career development means 
that you will soon achieve status as a fully qualified Consultant. 


Currently you will either have one or two years’ work experience or will be undertaking 
research in a. post-gradua: e capacity. in either case you will be able to demonstrate 
intellect, perception, confidence and credibility - together with the ability to think 
analytically and to work as part of a first class multi-disciplinary team. 


In return you can expect an excellent salary and benefits package, the prospect of rapidly 
increasing earnings, and career progression on a truly international scale. 


Places will be available throughout the year, so find out more by ji 
sending full career details, quoting reference 89/1, to il 
Sir Christopher Foster, Coopers & Lybrand Associates Limited, 
Plumtree Court, London EC4A AHT. 
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University of Strathclyde 


DEPARTMENT OF ECONOMICS. 
CHAIR IN MACROECONOMICS 


z The University invites applications- from candidates 







a Chair in Macroeconomics. The successful candi- 









n the broad area of Macroeconomics and to develop 
a programme of macroeconomic research. 


Application forms and further particulars (Ref: 22/89) 
are availab 









ow Gl 1XQ. csi date for applica- 
March, 1 989. 








Senior 
Economist. 


The Meat and Livestock Commission is a statutory body | 
funded by Britain's meat industry. The Commission's aim is to 
improve efficiency in the production and marketing of - 
livestock and meat. 


A Senior Economist is required to om the Somma 5 
Economics Department. 


The person appointed will manage a team of bir 
economists and be responsible for the production of the 
department's weekly publications, telex and videotext | . 
services. He or she will be the Editor of weekly publications 
and also quiin author to many of the department's 
other publications. The varied work also involves having _ 
responsibility for the operation of several price reporting 
surveys and supervising liaison with MAFF and MLC's Brussels 
office regarding EEC Policy developments. Other work will 
*  ándude short and longer term forecasting and consultancy 
. duties. 
Candidates should have a degree in Economics, Agricultural 
Economics or a similar discipline, together with several years 
experience as an Economist. Recruitment will most likely be 
at the Senior Economist | Grade, within the salary range - 
£16,534-£20,117. 


.. From March 1989 the above post will be based in Central 
Milton Keynes. 


For application form telephone. 0908 271469 (24 hour 
answering service) or write to the Personnel Officer at the 
address below: 


















foe an application form ring 0908 27 1469 
(24 hour answering service) or write to the 


Personnel Offi icer at the address below: 





with established research and publications records for — 


date will be expected to provide academic leadership - 


from Staff Office, University of Strath- 
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Bristol 


we shall work. By its nature, the business is highly capital . 
-intensive and this has created an opportunity for- youto . 
advise on current and future financial plans. — E 
Reporting to the Privatisation Manager, you will be — 
responsible for compi iling, analysing and interpreting: data — . 
using statistical and other techniques to forecast future — 
demand and the direction and extent of price and cost. 
movements. Additionally you will give economic advice — - 
on proposed policies for both the core businesses of water 
supply and sewerage - as well as other activities which p 
may be developed. m 
With a degree in economics, you must have gained a 
minimum of three years post-qualification experience 
either within a regulatory authority, a business subject to 
regulation, or a capital intensive industry. — l 
The post carries a starting salary around $20,000 plus an 
essential users car allowance, and other benefits which 
you would associate with a large, progressive — 
organisation. This includes relocation assistance to the 
thriving and pleasant South West. Your future prospects — 
will reflect your contribution as the business grows. "m 
Please write with full C.V. quoting Ref $/470 and - 
indicating current salary to our Consultant, David Burke, 5 
Austin Knight Selection, Kings House, Bond Street, Bristol. - 
BS1 3AE. Alternatively telephone him on (0272) 221891 - 
(office hours) or (0272) 686185 (en kie dd 



















































| MEAT AND LIVESTOCK COMMISSION - 
. POBOX 44, QUEENSWAY HOUSE, BLETCHLEY MK2 2EF 
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Universiy of Manchester 


| CHAIR IN STRATEGIC MANAGEMENT 


The University invites applications for a newly funded Chair in 
Strategic Manageri t. The person appointed will join Professor D. 
EC veloping a major research initiative in strategic 
"mànagemen The. salary will be in the normal professorial range 
^ with USS superannuation benefits. Informal enquiries should be 
made to either Professor Channon or the Dean of the Faculty of 
' Business Administration. — 


-Detailed applications (suitable for photocopying) containing the 
names of three referees should reach the Registrar, The University, 
Manchester M13 9PL (from whom further particulars may be 
obtained) before 17 March. Tel: 061-275 2028. Quote ref: 44/89/ 
EC. The University is an equal opportunities employer. 






















POSITION OPENING 
Demographic Research and Evaluation Adviser (REA) required for 
"population and health program of USAID/Dhaka, Bangladesh. REA 
position is a personal services contract for two years, advising and 
assisting both USAID and the Bangladesh National Population 
: Program officials in evaluation and research activities under 

USAID's family planning and health services project. Particular 
"attention will be given to contraceptive prevalence and continua- 
tion, oral rehydration treatment rate and effective use issues, 
immunisation coverage issues, measures of demographic and 
health impact, especially changes in fertility and mortality, and 
cost-effectiveness of family planning and maternal/child health 
service delivery. Minimum qualifications include PhD in Popula- 
tion Studies with speciality in Demography, and related work 
experience in developing countries. Send expressions of interest, 
- curriculum vitae/résumé, SF. 171 and writing samples to the 
<: Contracting Officer, USAID/Dhaka by air courier to US Embassy, 
= Madani Avenue, Baridhara, Gulshan, Dhaka, Bangladesh, or by 
airmail to GPO Box 2593, Ramna, Dhaka-2, Bangladesh, or by 
.. pouch to Dhaka (ID), c/o Department of State, Washington, DC 
.... 20520-6120, USA. Applications should be received in USAID/ 
x Dhaka ds April 15, 1389. 





























" = US Equities —— 
PORTFOLIO SPECIALIST 
Kuwait 


KUWAIT INVESTMENT COMPANY (SAK), Kuwait, seeks a 

portfolio specialist experienced at a senior level in portfolio 

management of US Common Stocks and Convertible Securities. 

Experience in European Equities markets would also be helpful. 

The successful candidate should be in his 30s, have at least five 

years of equities portfolio management experience and a solid 

educational background in finance. The package of benefits 
includes attractive salary, fully furnished a mondo and 

other benefits. 


Please reply i in wrung, enclosing a detailed curriculum vitae to: 





































Kuwait Investment Company (SAK), 
Administrative Manager, 
PO Box 4005 Safat, Kuwait, 
Safat 














Victoria University of 
Wellington 


SENIOR LECTURER/READER IN. 
ACCOUNTANCY 


Applications are invited for these posi- 


tions in the Faculty of Commerce and - 
Administration. The Faculty offers a full — 


range of graduate and undergraduate 
aec i lage including the Dip Acc (for 


graduates in other discipiines), MCA, 


MBA, MPP and PhD degrees in 
Accountancy. 
Applicants may be qualified in any of 


the areas of ales aai Accounting, . 


Financial Accounting, Financial Man- 
agement in the Public Sector, Taxation 
or Auditing. They should have demon- 
strated áchrovemenis in research and 


B The Salary scale for Senior Lecturers 
a bar; ‘then NZ$59,000, NZ$61,00 


Noses con, NZ$68,000, NZ$70, 906 
NZ$72,000. © | 


Applications should be forwarde - 







teaching in the Accounting discipline... 











3 per annum; for Rea 










along with the names of three referee 
to the Administrative Assistant (A 
pointments), Victoria University of Well 
lington, PO Box 600, Wellington, Ne 
Zealand (Fax 04-711 700), to arrive | 
the closing date of 31 March 198 
Further information is available fro 
Appointments (36044), Association . 
Commonwealth Universities, 36 Gor: 
don Square, London WC1H OPF. OUS 
























































CORNELL UNIVERSITY 


RESEARCH ASSOCIATE/ECONOMIST - 


Cornell University is seeking qualified candidates for the position ef Research "n 
Associate/Economist.to assist in the planning and implementing of R on the Du 
effects of macroeconomic. policies on household living standards and $ 
Africa. The individual selected will oversee the daily operations of research pertaining to 
one country, possibly including management of field office personnel, data collection 
and processing, and in-country program representation. Additional activities will 
comprise data analysis and dissemination of results. 


A PhD in agricultural economics or a related field, experience. in. food and nutrition 
policy issues, and demonstrated research ability are required. French-speaking ability, 
African experience, and managerial skills are strongly preferred. The position will be 
initially located in the study country with subsequent posting in Washington, DC. 


Send letter of application, CV and references to David E. Sahn, Deputy Director, Cornell 


Food and Nutrition Policy Pee 1400 16th Street, NA pelean, Washington, oc 
20036. (EOE/AA). V 


















+ ! + 
Africa/Pacific 7 | 
The Economics Counselling Service of the Crown Agents ~~ 
would like to hear from Economists and Statisticians who 
are interested in overseas assignments of one to two years’ 
duration. Our posts call for a minimum of seven years 
experience in at least two developing countries. Post 
graduate qualifications are normally required. 
We are particularly interested in those who have experience 
of economic planning, development economics, macro- 
economics, aid co-ordination, national accounting and 
economic information systems. 


If you are interested in these posts please send full C.V. to 
Margaret Vass at the address below. 


Crown Agents 





The Crown Agents for Oversea Governments 
& Administrations, Overseas Personnel Division, 
St. Nicholas House, St. Nicholas Road, 

Sutton, Surrey SMI 1EL. 








pa (Grade A) or £15,105-£19,310 pa 
(Grade B)—under review—plus USS 
benefits. Further particulars and appli- 
cation forms (two copies) available 
from Personnel Office, University of 
Heading, Whiteknights, PO Box 217, 
Reading RG6 2AH, telephone 0734- 
318751. Please qoute Ref AC 8910. 
Closing date March 31, 1989. 


sity of Reading 
ENT OF POLITICS 


cations are invited for a Lecture- 
from October 1, 1989. The Lectur- 
ill contribute to courses in inter- 
national Relations and candidates 
should have a strong background in 
t area. Salary scale £9,260-£14,500 




























University of Cambridge | 
Department of Applied Economics 


Assistant Director 


: Applications for this senior positión are invited from suitably 
qualified. applied economists, with proven ability in economic 
research and a record of published works. 


RA the -person appointed will be required to help the Director 
(Professor David Newbery) in expanding the Department's re- 
programme, to assist with administrative duties and to 
obtain and run an externally funded research project. 


The appointment will be for five years in the first instance, with the 
ct. possibility of reappointment. Salary on the scale £14, 500 a year, 
"by nine increments to £20,615. 


Further information may be obtained from the Administration 





Building, Sidgwick Avenue, Cambridge CB3 9DE, to whom 
applications, including a curriculum vitae, a list of publications and 
the names and addresses of two referees, should be sent so as to 
reach her by not later than 22 March 1989. 





UNIVERSITY OF 





ESRC INTERDISCIPLINARY RESEARCH CENTRE 
ON MICRO-SOCIAL CHANGE IN BRITAIN 


DIRECTOR 
Not less than £28,820 p.a. 


The ESRC is to establish at the University of Essex a new - 
Interdisciplinary Research Centre (IRC) on Micro-Social - 
Change in Britain to the Year 2000. Initial funding (up to £7. 4m) 
is for five years with a view to further funding until 1999. 


Applications are now invited for the post of Director. This isa 
full-time Professorial appointment and the person appointed 
will be an experienced social scientist with an established 
reputation in both empirical research and research manage- 
ment. The Director will be responsible for the success of the 
IRC's research programme, its development, management and - 
dissemination. S/he will be expected to develop a strategy for 
interdisciplinary social science research, and to create and 
maintain good relations with the private and public sectors. A 
further requirement is an ability to manage a large budget 
(£1.5 million p.a.) and a multidisciplinary research staff of about | 
thirty people. 


it is hoped to make the appointment as soon as possible: 
starting date will be by mutual agreement. : 


Applications (10 copies), quoting reference C/823/E and © 

. including a curriculum vitae and the names and addresses of 

- three referees, should reach the Registrar, University of Essex, 
Wivenhoe Park, Colchester, CO4 3SQ, from whom further - 

' irticulars may be obtained, by 17 March 1989. 









Secretary, Department of Applied Economics, Austin Robinson 


‘|. tion report; distribute consultants’ and contractors’ Pen reports, advise 


| Swaziland, PO Box 750, Mbabane, Swaziland. 






Centre for — MINISTRY OF 
Labour Economics AER 
Research || SOREN Teal 

| Assistantships | | ^ ECONOMICS 

for PhD Students | | anoeaent 


and Wadhwani). Projects include 


The Administrative Secretary names of two referees to: — - 

' Centre for Labour Economics Mr R. C. Hine, Department c 
The London School of Economics Economics, University of Not 
Houghton Street tingham, University Park, Not 
LONDON WC2A 2AE 


Telephone: 01-405 7686, Ext. 3048. 












Personal Services: 


Project Coordinator—Moza ) 


The $ed Contracts Office in Mbabane, Swaziland, is soli 
sions ot interest from individuals for a position of Project Coordi 
United States Agency for International Development Mission tc 
bique. The project for which the coordinator is needed is the Reg 
Systems Project Mozambique component. The individual will b 
two-year contract with an option for an additional eighte 
extension. Logistic support includes housing, utilities and furnishin 
Qualifications: a high degree of demonstrated managerial, 
leadership skills; at least four years of experience in a managing: 
least five years of experience in the Developing World. 
An understanding of Aid Management Systems would be helpful. Duties are 
as follows: 
The contractor will ensure that all implementation actions are completed c 
. Schedule or adjusted to meet changing conditions. Specifically this me 
following and acting upon the sequence of events in the project schedule; t 
requirements of the project agreement, selection of consultants and contr 
tors, procurement of equipment and materials, monitoring of pro 
accounts and any other items related to effective project implementatio: 
The contractor must maintain complete file on all project docum 
utilise a system of project tracking, and coordinate relationships v 
Government of Mozambique (GPRM) implementing agencies, | 
financed consultants and contractors and project-related private se 
entities, 
The contractor shall, within established policy and implementatioi 
parameters, represent A. LD. on any committees, panels or meetings Pater 
to the project, and be responsible for ensuring that liaison is established 
between A.I.D. management and GPRM officials, consultants and. contrac- 
tors, and arranging logistics for evaluation and audit teams. 


The contractor will co-ordinate all interactions between ALD. and the 
implementing agencies. 
The contractor will maintain and distribute a current detailed implementa- 
































































and consult with A.1.D. management on actual an potential implementa- 
tion problems and keep current on project expenditures. Un 
The contractor will draft-or oversee the drafting of some project documenta: : 
tion initiating on A.L D. and will also process all project documentation sent : 
to ALD. E 
All interested individuals should submit two copies of their curriculum vitae 
or résumé to inclüde complete salary history for the past three years, 


Send above data to M. Kenyon, Regional Contracts Office, USAID/ 








STUDENTS - E 











( Department of Ec conomics ics) = 





































AND THE COMMO! 
AGRICULTURAL: 
POLICY | 


‘The scholarship, commen in 
October 1989, 1s for two y 
but may be extended for 
year. The person holding ! 
award will read for the MP 
or PhD Research Degree: 

plications are invited fror 
ably qualified candidates. 
appropriate residentia 
qualifications. | 


Please pY by detter givin 


The Centre has a number of such 
two-year positions beginning 
next October. All research assis- 
tants work for PhDs in close 
collaboration with leading au- 
thorities in their field (eg Layard, 
Nickell, Pissarides, Oswald, 
Bean, Estrin, Jackman, Symons 
















theory, time-series and cross-sec- 
tion work on unemployment, 
wages, entrepreneurship and 
productivity. 




















Applications should be sent to: 









tingham NG7 2RD. Tel: 060 
484848 


* 

































Information and communications technology i is having a powerful impact on - 
management. For your business to win the race for tomorrow's markets and 
profits, it is vital to have in- -depth knowledge of adv. anced communications _ 
networks and know how to use them strategically. 


in recognition of this fact, Telecom Paris and a number of European - 
corporations have founded the THESEUS Institute. 
Its MBA in COMMUNICATIONS STRATEGY has been designed in preme 
with representatives from INSE: AD, MIT, the Politecnico di Milano and the Paris 
Ecole des Mines. : 
To provide thorough grounding in the’ implementation of such strategy in: 

. overall management, this MBA focuses on Dope P in-new 

- information and communications technology. - 


. lf you're an administrator, financial manager, engineer or marketing manager, 

} your decisions can give your company the competitive edge. If you're keenly 
aware of the growing advances in technology, you recognize how radically they 
are changing the world's economic, social and political structures. [you're |” 
an individual who thrives on challenge, success for the futu n your hands. Supr 

- THESEUS is designed for a new force in management : the communications 
strategist. 


THE THESEUS MBA e 


| First program : Fall 1989. 
* Program duration : 1 year. 
e Student m e: decision makers with 3:7 7 years of san ss 0 




























ne systems pees and security: 
e Languages of instruction : English and dew | 
e Faculty : consultants, industry experts, an international body of professors 
e Location : Sophia Antipolis on the french Riviera. 
o Admission : Selection based on application submitted, an interview and. 

` GMAT and TOEFL test results. — i 
A THESEUS Information day will be held in London Ma ch 169. 
For further information and. application forms, com l 
THESEUS - Rue Albert Einstein - 06560 Valbonne ~ 
Tel. (33) 92.94.51.00 - Fax : (33-1) 4588:66:68 









hia A ntipolis - France ! 





MILLESIMES - BULNES - ROBAGLIA 





SE JS W HAUTES ÉTUDES STRATÉGIE RÉSEAUX 


you're taking a Master's in international business, why not take itin the 
“heart ofEurope? ^'^. 

. We offer an. intensive, twelve-month, full-time programme, in English 
to nnns with at igast three years professional S henenos 

| Qut facu ty is. drawn from ten different counties. 

A our ocation i in the centre of Paris helps attract participants from 


K just the perspactive, in fact, that employers are crying out for. 


For further information contact: 


_EMIB ADMISSIONS OFFICE, 
EAP - ÉCOLE EUROPÉENNE DES AFFAIRES 
108 BOULEVARD MALESHERBES, 
75017 PARIS ——- 
TEL: 4754.65.00 (EXT 6796) | 
TELEX: EAPFRAN 640611 ~ TELEFAX: 42.674619 ~ 


Oxford 


The Advanced Management Programme is a six-week programme concerned with the overall 
development of the business lhl and the cote and a implementation ¢ of 


Case Studies 

The course is taught by the use of over 100 
actual business case studies and selected 

. lectures in a living and working environment 

- especially designed to foster the exchange of 
ideas between faculty and participants, and 
among participants themselves. 


nm — study management, serve a 
internship and gain valuable life e 


Scholarships available 
For information, write or call: 


Chaminade University 
of Honolulu 
Director, Master of Science 
in Japanese Business Studies 
3140 Waialae Avenue. 
Honolulu, Hawaii 96816 USA 
(808) 735-4744 


on distinguished Senior Professors fro n 
America's finest business schools. Since 
1983, AMP has been based at Templeton. 
College, the Oxford Centre for Management 
Studies. 


Price £6200 + VAT 
Residential, all materials included. 
a to Wendy Jenkinson 









fmm - um | € - m 
FRENCH 66 IN PROVENCE N 


and FRENCH, DUTCH or SPANISH 66 
in the ARDENNES. 
The advantages of the "CERAN 66” concept, E 
with residential courses : 
1. Intensive study (Minimum 38 lessons per week) 


2. Plus the constant practice of what you have learnt, every day 
from B a.m. to 10 p.m., with teachers constantly present at meal- B 
times, breaks and in the evenings. 


3. A total of 66 hours per week of fuil immersion in the language. B 


* Ceran is a top class school for leaders in business management 
“and government. Our clients since 1975 include Alcatel, AT & T, 
^ Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
.. man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
~~ Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 


: : à We also run holiday courses in French for young peop le ( 13-1 7) 
CERAN 66 


Language courses for 
motivated people. g 


CERAN LANGUES PROVENCE for full information, write in the first instance to Ceran Ardennes 






























CERAN ARDENNES - 180, Avenue du Chateau, Nivezé, 8-4880 Spa, Belgium 
Tel: (432)87/87 71 64 - Fax (432)87/77 36 29 - Telex 49650 ceran b 


in U. S, A: Languagency - Tel: (203)287-1698 - -Fax mures 


























. Corporate Finance& - 
Strategy Programme 


Dr Jack Broyles 
“Harold W Siebens Fellow in Finance 


"This four-day programme is designed to provide senior 
executives with greater insights into the financial | 
dimensions of strategy and the factors that lead to 

Strategic success. An intensive and highly interactive 
programme which provides. an opportunity for a limited 
number of senior executives to share experience 
concerning the essential elements in the process of 
successful strategy formation. 


The programme highlights the place of corporate finance 
in the strategic decision process and defines the role of 
financial measurement in strategic investment decisions. 
Suitable for Managing Directors, Finance Directors, 
Business Development Managers, Chief Accountants, 
Planners, Corporate Treasurers and Bankers. 


Price: £1 300 + VAT- “Residential 
For further details apply to Maureen Campbell 
Telephone: (0865) 735422 

Telex: 83147 attn TEMCOL 
: Fax: News 736374 | 


21-25 May 1989 
Course Director: - 


















$00 N Sepulveda Bivd 
Sod phone: 21 ira 







mini. SOOO AADA ARENA MH. d AAD SHAAN NURVRNIA. TRAHI RUNNIN OMM 


d ares are Fax: x 203 PAM Pte ! 




















INR T CAMP. 
ChalllyLaussne-Lako Geneva Gstaad-Bernese Alps 
Co-ed 14-19, July-August Co-ed 6-14, July-August 
High standard, sports activities, language courses, excursions, mountain hikes, 
summer skiing. 


EASTERN SKI CAMP AT GSTAAD 


Folder and references: ITC, PO Box 122, CH-1012 Lausanne, phone: 056 2267 78 
Fax: AN56-226-775 









Information Technology is now a major force for improving 
business opal However for many organisations the 
benefits remain elusive. This programme focuses on the need to 
integrate business and IT strategy. it addresses the manage- 
ment process required to help your organisation realise the 
benefits, and it explores the likely implicati ons on organisation 
Structure and development. 
London Business School and Nolan Norton are col 
present: 


Strategic. Management of the information kaore 
Achieving the Information Technology Pay-Off 


17-21 April 1989, 25-29 September 1989, Fee: £1,600 (inclusive) 


The programme is for senior business managers, line managers 
and IT managers. 

For a brochure outlining the key benefits of attending this 
programme, call the registrar, Louise Ashfield, at London 
Business School on 01- 262 5050 (ext. ah or fax 0t 724 7875. 











lat bic orating to 





ad ———— Ennescstuel Lnd QUUM, ee Lenses -PAARDEN aita amore vere awisan 


| Please send me details of the Strategic Management of information Resource 





| AG uon Ui ce — Position... ETT esa elas | 
ECON 25/2/89 

Company... Fe Tecate tat oe IER asst lated eect iene : 

| Address used uem M ULL | 

Return to: Louise Ashfield, Registrar, IT Programmes, London Business Schoo, dies 

ma Sussex Place, Pegem s d. London: NI 1 ASA, UK ce s : | 









lege Credit for Work Experience 
business * Engineering * Education 
ae | Earn a bachelor, master, doctoral degres. Guided 
independent Study. One-on-one faculty advisors. 
No classes * seminars » residency. Call 
fer no-cost Evaluation + Catalog 


(213) 645-3636 
Sm. Cantar Bi, Suite 608, Dept 34, Los Angeles, CA 90045 


MM ea 



























THE TRIN ITY MBA | 
UNIVERSITY OF DUBLIN 


Trinity College 


This intensive one-year full-time 
programme is for those with at 
least three years’ work experience 
who wish to develop the abilities 
appropriate to an international ca- 
reer in middle and senior 
management, 


For further information and appli- 
cation form contact: 





















with French participants for 7 
tensive days in the DORDOGNE 













Chateau LA VALOUZE MBA Programme Director, 
| | School of Business Studies, 
J. L. Lefevre CIEL.BP.180 Trinity College, Dublin 2, Ireland. 
24490 LA ROCHE CHALAIS, France Tel: (intl. code 353-1) 712941 
Tei: 5391 44 28 Fax: (intl. code 353-1) 112694. 





Get ready for 1992 learn FRENCH now 
at the most renowned school 


INSTITUT DE FRANC 
@ The highest quality teaching 

@ A high-level international student body 
@ A cordial, hard-working atmosphere 

@ Excellent French food 

@ A breathtaking setting on the Riviera 
@ A truly cari 


caring s 
Daily 08.30-17.00 with 2 meals 
For adults. 8 levels: Beginner I to Advanced H 
Next2, 23 4-weak immersion cours ara arch nd 3 Aprl 1989 and ali year 
INSTITUT DE FRANCAIS — EB25 | 
3 hi. Bert hentai 





















|. SCHOOL OF HOTEL MANAGEMENT 
| Gy Studyin Switzerland 





wr atour hotel management school in Engelberg — 

a ato ski-ing and holiday resort. Students study, work and live in the 
Hotel Europe whích provides an ideal environment for theoretical 
and practical training in hotel and restaurant operations. Language of 
instruction ~ English. 

Courses include: 
S Certificate of Proficiency in Language & Hotel Reception 
2j @ Hotel Operations Management Diploma 
^] ^ € Hotel Term Abroad 
- @ Associate of Business Administration degree (ABA) (First year) | 

9 Entry January-September. Summer Courses 

Schiller is a- university-level hotel management school that is truly 

international with centers in Engelberg, Strasbourg, Paris and London 

offering certificate, diploma, undergraduate and graduate degree 
programs in hotel management and many other fields. Schiller 
enables students to study in several countries whilst remaining in the 












same institution, 
SCHILLER INTERNATIONAL UNIVERSITY 
dii (Dept E2S) 
51 Waterloo Road Hotel Europe 
London SE18TX CH-6390 En 
. Tel(01) 928 8484 Switzerland 
Telex 8812438 SCOL . Tel (041) 942635 
FAX 620 1226 Telex 866461 


(Accredited member AICS, Washington DC, USA) 


. andi in Arab societies. 










THE INTERNATIONAL MBA 


Aunique international programme is offered by The 
Glasgow Business School. The School, which is part of the 
University of Glasgow, offers management courses for the 
international Master. of Business Administration on a 12 
month full-time basis. Students will follow an MBA programme | 
omes in international Business, with Options on the . d | 

uropean Community, Negotiating i in Pacific Rim countries . 











-The course covers the major aspects of business, 
particularly i in the international field and is intended. 
men and women with a special background for career 

development i in general management. 

Entry requirements: Normally a degree or equivalen 
professional qualification is required for entry. Some y 
industrial or COmmorcint experience would be advantag 


| For brochure or further details, apply to 

|. Professor J.M. Livingstone, _ : 
. Glasgow ess School, 

University of Glasgow, : 

| 53-59 Southpark Avenue, 

©: Glasgow G12 8LF, Scotland, UK. 
~ Tel: 041-339 8855, Ext.6303 = = 
Telex: 777070 UNIGLA. Fax: 041 -330 4808 


UNIVERSITY OF GLASGOW a 
Glasgow has been nominated by the European 
Commission as European City of Culture, t990. 







































Founded in 
1451 


OF WORLD ECONOMICS | 
in International Economic Policy Research 
1 August 1989-31 May 1990 










Outline: 
@ compact, up-to-date information on the most important areas of 
international economic relations through concentrated courses 
given by internationally renowned university professors and 
through seminars given by leading representatives of internation- 
al organisations, domestic policy institutions and international F 
corporations; E 
Q profound training of skills. pertinent to international economie ` 
analysis, methods of empirical research, sophisticated informa- 
tion-gathering, the evaluation of economic policies and interna- 
tional business strategies; ; 
@ designed for economists holding a university degree who are. 
interested in a career in international business, governmental 
and intergovernmental organisations, academic. institutions ete 
M rocco in Open Economies 
The International Monetary 


International Financial Markets 

International Trade: Theory and 
Policy 

Trade and Development Strategies 

for LDCs 













ional Setting 
Methods of Applied Economic 


International Political Economics 
international Corporate Finance 
For detailed odere write to: 






Bruno S. Frey (Zürich) | EN 
u——— ota) 





med 
gui 
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_ UNIVERSITY OF KENT AT CANTERBURY 









Calling company executives widen ofti ümeb cl 
(We know you need to fear’ language. A 

rapidly.) Live in your teacher's home in f 
UK, USA, France, Germany, Spain, italy; 
Taiwan. Up to 25 hours private lessons, <P. | 







































e mics | full board and constant social contact with J 
TIR NM _ Econo your spi hal ne. heb ~ friends. Flu- f 
A Ko ency is often achieved in only one or two. ]- 
A Ec nomics T MA Development Economics weeks thanks fo complete isolation hir 4 
nvite applications bro Jctobei 1989 for these one-year quor which provide a rigorous training | your mother tongue. s | 
. of international. 1 -Courses avaliable include: Applied ed uisus Us Using Computer Established in 1979. Now with 3,000 
, Growth and Development Project Appraisal and teachers world-wide at your service. — 


ay and Development; Trade and Development: international Finance: Labour in Developing 
and Regional Economics = a d of South East Asia. 

iculars. write.te the Gradu istry, The University, Canterbury, Kent CT2 

(to Professor A. P. Thirwal eas Colon : niversity of Kent, quoting Reference No 










Home Language Lessons, Reservations | Ax | Gre d uate E á 
Office, 12-18 Royal Crescent, = Io on Tutorials, GTAC ELA 


Kent, UK. Tel: 0843 589853; Telex: J FREEPOST, London W5 4BR. 
94016388; Telefax: 0843 590306. » Te : 01-993 3983. 2 











- Un University o shel sein 



































|. The security y of staple food supplies and incomes in n rural African communities is threatened aby the f RESEARCH ASSIST WAND. 
„presence of the Larger Grain Borer [LGB] insect. Recently introduced by accident into Africa from Central 1c RESEARCH ASSOCIATE 
| po itis a highly destructive pest which causes serious losses of maize and cassava intraditionai fam f Applications areinvitedfrom highly quali- 
— ^ .M fied economists with expertise i in econo- 
metrics and macroeconomics to work on 





the Group's macroeconomic modelling 
. programme, directed by Professor Pat- 
ick Minford; computing skills an advan- 
“tage, There is also a vacancy for some- 
one with less experience. The posts are 
tenable from 1 September 1989. 
initial salaries within the range £8,675- 
£11,680 per annum for the Research 
Assistant and £9,865-£15,720 per arn- 
num for the Senior Research Assistant/ j 


: | KENYA/TOGO/UK 
POST TWO: ELI 













Working closely with entomologist, both posts will study the impact of pest infestation on the farm | Applications, together with the names of. 
economy and how the presence of post harvest pests in general and LGB in particular, influence the | three referees, should be received not — 
cropping, storage and marketing strategies of small scale farmers. Both posts will also conduct surveysat later than 20 March 1989, by The Director 
farm level to determine costs to the farmer of pest control, and storage losses and conduct márketing of Staffing Services (AS), The University, 
Surveys | to identify the effect of grain infestation on market prices, | 4. dui ied til seco tas 

POST ONE. This post will also identify and test technology at farm level, identify constraints on delivery IE nies ed: paer S RV2SSE be ob- 

- of extension ose changes that will ensure that technology is accessible to farmers and | MR E p sel E 
. consider the potential for replication of farm technology in other countries in the region. Atieasttwo- ff ^n Equal Opportunity Employer. 


à —' thirds of the 3 year contract will be spent overseas, predominantly in Kenya, and the contract will begin in 
.. June 1989. 


POST TWO. This assignment will last for 9 months with the first two weeks and the last month being 5,» | | UNFERAEET END : f n a E 
spent inthe UK. : : SITY OF NOTTING 





QUALIFICATIONS i DEPARTMENT OF ECONOMICS | 
in both instances, applicants should be British Citizens and have a postgraduate ——' in | * .., » 

agriculture economics or a related subject. At least 5 years' experience in development work overseas with aM T Lect Urer in 

the focus on farm surveys or farming systems and agriculture of market research is essential. "E MM ae 

For post one, working knowledge of French will be an advantage. | Economics 

For post two, working knowledge of Spanish will be " Lacuna 7 B Applications are invited for the 

TERMS OF APPOINTMENT - post of Lecturer. in. Economics in 
Both posts are on contract to the British Government and on loan to the appropriate Overseas the Department of Economics. The 

Government. Salary in both cases will be between £16,600 p.a. and £21,200 p.a. (UK taxable]. E | post is tenable from September 1, | 

Benefits include variable tax free overseas allowances, free accommodation and passages, . 1989. Applications are invited from | 
For details and application form, quoting the job title and appropriate reference to: Appointrnents Ẹ | candidates with a specialist interest 

Officer, Overseas Development Administration, AH220, Abercrombie House, Eaglesham Road EAST — — qM | te field of Development 


t Economics. 


Salary. within the range £9, 260- | 
£19,310 per annum depending i upon f 
į age and experience. 


ie further details and. Application E 


| KRIDE Glasgow G G75 BEA, Or tet: 03552 41199. 





































AUTHORS WANTED | | JOINT VENTURE AVAILABL 











er 50 countries, with || II MUNG BY NY PUBLISHER MIDDLE AMERICA LOCATIO! 
- LINIPLEX ET QAM restos oF ayes deron sos | | Suare feer Five Dental Cranes 


| BORED MEETING | feton. postn. juvene scholarly and | 
! IH IN TOWN? | coed Sard Tor ice books = 
Phase Track Ltd, | E a l l | The penecta fei Olen fort board and . S92, Van Press, 516 W, 34th 
dcin Road, H qs Street, New York NY 10001 USA 


adele oe ieri taber 

rosses, Welders sem 

i Facilities. Submit Offers PO Box oy ; 
Blue island, Illinois 60406 {LISA}, Fax 
: 812-385-7332. | 
















B 3 
Magnificent E?) acre estat with views | 
| over unbroken Cotswold countryside. | 


Combine the traditional luxury of a HE mm H Oo T L 
| medieval manor house with the I i 
Bi highest standards of hotel keeping. IEE Ge OPERATOR fz RESORT 
Eaa a a | - DEVELOPMENT / INVESTOR | 
For colour brochure: I C Oo N S U L T A N T 


Charingworth Manor, ] | | German-American high performance Strategist for conceived. tour 

















Hil crete blue e | | | projects and existing operations; property & asset management; cash-flo 
— Tek (038 678)555. ` || | improvements; value enhancement; crisis management; food & DeYeri un 









. thematics; available worldwide on a fee basis. 


MARK E. GOETTE NM 
P.O. Box 2885, Paim Beach, FL 33480 USA. FAX-Transmissions 11 pein. a.m. ES: 
1-407-833-5917. TELEX 4938592 MBIPBCH. TEL. 1-407-835-5917. .— ^. 












ons ‘and appointments 
ibig in the UK 












aia | * We are going to Japan i in April where prices are much | highe 
* Your 1920's to 1960's fine watch can be worth upto £50,000 / 
* Bring or post watch by end of March and we can pay ~ 
colox . 20%more than top UK. red 
vM Aiciu prices here are at their highest ever. 


ree | ee z ' N JAPAN FINE E „WAT [CHE 3 
YOUR STAY IN LONDON 0 


Take’ a furnished. self-contained service 
apartment. in Knightsbri pn igit: raid 
, poe, cour kitchen- 
ping TV, central ie ee "calor 
1-2 persons. Brochure by airmail. 
2 Knightsbridge Service is 
EA pH 
Yel: 01-564 4123, Telex 295441 (Ref KSF} 


Willett Hotel, 
32 Sloane Gardens, 
- London SWIW 8DJ. 


«ts Telephone 01-824 8415. 
VO Fax: 01-824 8415 
, Telex: 926678 WILLETG ——- 
NE age: £41.95 + VAT. | " 
“Double/Twin: £49.95 + VAT. | E , F 
] Extra Single: £19.95 + VAT. xecutive 
4 Small character town house, off | 
Sloane E All modern Program 
acilities. ] i 


Full Supe ranas inclusive Charlottesville, Virginia For further information: 


- South Kensington 


i5 Luxury fully furnished one and two bed fats in | 

- quiet Cul-de-sac oll Queens Gate. Resident manag T. 
er, direct dial telephones, video security and | 
colour TV. Weekly rates rom £266 to £550 plus 































* We guarantee to buy collectors watches in any Condition] 
old & new working or not in steel or go & Pocket watches 






























ONE es June 4 - July 14, 1989 Executive Programs (Dept. E-4) 
: " B ECUTIVE The Executive Program (TEP) isa The Darden School g 
din demanding six-week educational University of Virginia 
HOTE L journey shared by senior executives Box 6550 7 
57 Pont Street from around the world. Participants Charlottesville V A 22906-6550 
8E come together to explore the (804) 924-4846 
Tel: 01-581 2424 challenges and opportunities that face Telex: 822422 UVADARDEN 
Fax: 01-589 9456 business leaders today and into the Fax: (804) 924-4859 
Telex: 941 3498 EXECUT G | 


twenty-first century. 


Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 
Extra Single: £19.95 + VAT 
legance, privacy and exceptional - 
lue in one of the world's most - 
ashionable ir aient Buffet | 
English breakfast included. 


Graduate School of 
Business Administration 





C 
DARDEN 





University of Virginia 








: A ——À4 RESEARCH IN BRITISH LIBRARIES/ 
| frd COMING TO tu oed archives for overseas researchers. 
LONDON? —— 


BOM Box 1555 E, London WCIN 3XX. 
+ Then why nof stay at Endsleigh Court where you canbe | : 


; Sure ofa friendly and courteous welcome. i 


. Que block is centrally situated offers self contained |. Ps Z | | 7 , 


. Studio apartments with kitchen and bathroom facilities. 
| Sarah Hodge Recruitment Consultants 


| Need a Top Secretary? 


- Apr B9 to Sept 89 from "£225 per week 
+: Minimum stay one week) 
| . Call (01)434-0030 | 
|. (215-217 Oxford St London WIR 1AH 













































For turther details contact: Endsleigh Court, 24 Upper 
Woburn Place. London WCTH OHA. Telephone: 01-387 
BUEZ. Fax: 01-379-6365. New York office Fax: 212-874 
STBA. Amex, Diners, Visa. 













we P 


"This price includes a separate charge for provision of - 





. Üutrtishings. 













vide complete confidentiality and zer. 
. tax liability. We offer company formatio: 
< Services on a fast, reliable and competit 
five basis. H. 1, Darlington, POB 132 i 

Panama 9a, Panama. Tel: 23-0834 «i 
23-4819 (evenings 23-6779) Fax 
|| 07 NM EAT E gj 294936. . | 


A Subsidiary af Hunting Associated Industries ple - 


| PANAMANIAN CORPORATIONS pré: 


fo ere anten nen ranit eeren GENERE E BiH 








THE THIRD ANNUAL AMEX BANK REVIEW AWARDS 






















IN MEMORY OF ROBERT MARIOLIN 









GM OFFSHORE 
e ol - COMPANIES 
9 NJ. 5. W rd BRITISH VIRGIN - 

| GIBRALTAR £395 | 
This year your best 5,000 words | HONG KONG OS 
on any subject in international ISLE OF MAN £350 | 
economics of current relevance | | TM m 
to financial markets could winyou — PANAMA  L...88 
US $25,000, or one of 10 other P RCCOUNTHIG AND ADMIN a 
- Significant prizes. | 
























GREEN HOTEL 


COLIN FOSTER | 
Alleuiiesmustbesubmiued na Dues | OVERSEAS COMPANY 


REGISTRATION AGENTS LTD. 

| than June 30, 1989. For details and an COMPANIES HOUSE 

: T <el .. entryform call 01-583-6066, or write to 

AMERICAN The Editors, The AMEX Bank Review, 

EXPRESS 60 Buckingham Palace Road, London 
BANK _ SWIW ORR, UK. 
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German Brief 


. isa monthly English language Newsletter published by the Frankfurter Allgemeine Zeitung, Germany's 
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-i Allitems 148.4 
Dan AND WAGES Inflation is on the move. America's consumer prices increased by 4.7% in | Food. 1133 
the year to January—the biggest 12-month rise for almost five years. Britain's inflation rate jumped ic 
o, 183.3 
to 7.596 in the same month, its highest rate since 1982; a year ago the 12-month rise was only Mad ae 
i 9 o, ene ES 
3.3%. The earnings of British workers rose by 8.8% in the 12 months to December, giving them a Meis ^ 2157 
real pay rise of 1.2%. Sterling index 
_ % change at annual rate All items. .. 107.5 
consumer prices* wholesale prices" wages/earnings} | Food — 82.0 
| 3 mthst 1 year :  3mthst 1 year 3 mthst 1 year Die in TE 
Australia X86 +77 Nw +31 55 sw 437 +59 ay" TUE d 
+ 12 + 2.4 e + 14 + 0.4 od +59 + 22 a* = eee 
+ 19 + 3.2 ow + 94 + 50 Nov" Metals — 1562 
SDR index 
All items. 1145 
Food ... 874 
industrials 
All 141.4 
Nfa 11 106.1 — 
Metals - 166.5 
Gold 
$peroz — 386.00 
Crude oil North Sea Brent 
$ per barrel 16.05 


monthly earrings for ali employees. 






a The collapse in the oil price in 

1985-86 S one reason why Norway's real 
-GDP growth slowed from an average of 5% a 
- year in 1983-86 to an average of 1% in 
..1987-88. The lower value of oil exports 
- swung visible trade from a $4.7 billion 
- surplus in 1985 to a deficit of $2.1 billion in 
::1986. But despite slower growth, a tight 
abour market—a jobless rate of just 2%— 

pushed inflation to a peak of 8.7% in 1987. 

The economy has now begun to recover. The 
~ OECD predicts growth of 2396 in each of 1989 
id and. .1990, thanks to a strong recovery in 
- exports. At the same time the forecasters 
~ expect inflation to decline to 4% by 1990— 
. the result of high interest rates, wage 
controls (which expire this year), and a tight 
fiscal policy as the government at last makes 
up for ! the shortfall in oil taxes. 
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alts d2-month rate of Growth to 2. 796. Britain's GOP has also stalled: it rose by just 
e fourth quarter, though that still left output 3.3% higher than a year earlier. Britain's 
ent fell below 2m in January to 7.096 of the labour force, down from a peak of 11.6% i in 


ie same month the Swiss rate was just 0.7%. 


industrial production .— GNP/GDP retail sales [volume] unemployment % rate 
3mthst —— 1 year 3 mthst 1 year 3 mthst 1 year latest — year ago 
+64 +03 sp +12 + 29 ~12 -—10 @ 
| NT — 84 + 3.6 sei 108 san” — 120 
+26 + 40 3 +50 + 23 Www FB san 8.0 
+30 o + 34 + 03 Nov 461 de — 104. 
+12 + 0.9 vec ET 88. 
— 8.1 — 8.4 ott . 13.9 Ww 14.0 


_+ 3.3 a 
+ 27 a + 93 + 443 dec 5.4 Jan 5.8 


: y wage rates in manufacturing except ARES. weekly earnings; dee and Switzerland, monthly earnings; TEES Canada, Sweden and USA, hourly 
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Falling calles prices t ave 
' triggered a nominal cut o 
im bags i in export quotas; but the cut appli 
only to robusta coffee producers, who lo 
. the right to export 233,800 bags. Arabica. 
producers will take their share— 766,200. 
 bags—only if the price of "other milds” falls 

below 130 cents a Ib; it is currently above. 
. 140 cents a Ib. This system was devised Jast- 
September to keep higher-quality. arabica 
- coffee on the market. Talks to prepare the. 
ground for a new coffee pact have been i 
taking place this week: consumers want a 
bigger market share for arabica co 
an end to the practice of selling & 
coffee cheaply to non-members e 
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it one of the week's stronge 


WORLD BOURSES Share prices rose 2.0% on Wall Street, making it e wee | 
performers. London climbed 0.6%, but in Tokyo share prices barely moved, while Frankfurt fe 


| 8^ INTEREST RATES. Nominal short-term 
. interest rates rose last year in America, 
.|. Japan (by a fraction), West Germany and 
. Britain (by a lot). Japan's three-month mon- 


1.796 because of higher West German interest rates. 
Stock price indices - | 


























. ey-market rate, at 4.2%, is now 8.8 percent- Feb 21 . 19/9  . we om  rwwd ^ 35 

| age points below Britain's. The difference high low week = year high s dala i$ 
Between their real interest rates (the nominal | .— — — 14814 — — 16578 —— 11707 —— — 03 +173 —358 4190 

| fate deflated by the rise in consumer prices | sic s Y | 


















































(Ie are RIAM Uy Mi: : Belgium 5754.9 5834.0 3608.4 — 11 + 268 
. Over the previous 12 months) is smaller but | canada 36083 3696.1 29779 - 06 ^ 142 
.Stillsignificant: 3.2% in Japan against 5.196 | France ^ ^ 446 ^^. 4571 — — 2513 — 05 — 4 450 
in Britain. Britain's inflation rate is 7.5%, | W.Germany 1650.7 17056 ^ 12079  =17 * 200 — — 
Japan's only 1%. America's nominal three- | Holland 3002 3107 — 2057 ^ -* 09 4338 
month rate is at its highest since the end of | Hongkong ^ 31506 ^ 32100 — : SEONG NELLE S. 
| . 1984; but its real interest rate is now 4.5%, | italy — — — 5914 — — 6159 — ^ 4239 +22 — * 218 -39 . 32 
down from 5.996 in 1984. Real rates are also s ae LP eo O E : 
below their peaks in the other three E NA z aa a + 
; uth Africa — 2235.0 2246.0 1387.0 ^23 + 529 
countries. Span —— 2727 ^ 3016 ^ 2255 . -— 11 + 88  -162 1200 E 
Sweden 3699.8 3699.8 2148.5 * 21 +462 ^ nl 4705 4562. 
Switzerland 6509 6509 - 466,6 +05 +261  -—108 +372 . 41 
UK — 20610 20962 16945 +06  - 172  -157 4208  — 
USA — 23204 29471 18791 * 20 +141 —145 4200 


| | | ; d Conve hanc 

MONEY AND INTEREST RATES Money-market rates rose in America and West Germany, but fel 
slightly in Britain. In the year to January Japan's narrow money supply grew by 9.096, broad money 

by 10.0%; America's narrow money expanded by 3.7%, broad money by 5.9%, : 









—Moneysupply — Interest rates % p.a. (Tuesday, except bonds which are previous Friday —— 
% rise on year ago Money market Commercial banks Bond ee 
















Narrow Broadt Overnight 3 months Prime — Deposits Gov't Coi 

[M1] lending 3months long-term cd ons 15 
Australia +158 — 189 s —1550'' 16.15"  1700'** 1580" 1380" 1480"* 1613 1988 
Belgium +16 +73 œ 800 820 1025 — 7.80 8.24 8.34 

Canada + 40 +106 a 1125 1170 1275 1170 1018 1090 — 

France — - 43 + 70 c — 900 925 960 925 (903 929 . 925 
W. Germany +10.6 + 68 os 580 645 650 587 690 690 6& 
Holland + 61 +10.9 mm 506 695 875 695 7001 724 
Italy — 3 80 +88 sp 1213 1288 1300 na 1083 1118 t 
Japan + 90 +100 » 394 421 3.38 — 176 — 487 446 46 l 
Spain +243 F110 ox 1341 1467 1500 750 1311 (1423 1250 na 
Sweden na +55 wv 1085 1085 1200 1060 10.59 — 1130 1100 1059. 
Switzerland +114 + 76 o 563 588 625 525 | 468' 524 588 488 
UK — +144 204 w | 294 1295 1400 1294 924 1068 1300 1129 
USA + 37 + 59 » 93! 941 1100 954 905 973 875 866 





Other key rates in London 3-mth Treasury Bills 12.4%, 7-day Interbank 12.8%, clearing banks' 7-day notice 4.9% 
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trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt | 
$bn | account exchange rate : $bn 
latest latest 12 balance $bn 




















































"E month months latest 12 mths latest year ago latest year ago per £ perSDR per ecu Dec — yearago 

Australia ^ — Q06 oe — — 12 0 704027» a n 128 ^ 139 215 182 138 (136 87 

- Belgium ~ 0.25 w + 10 — -* 389 m 1057 1082 386 354 676 508 1437 93 96 
Canada — — * 030 os + 71 Z  — 73 5 1018 945 119 127 — 208 — 157 134 154 73 
France — — — 068 o« ~ 54 = = 25 à 987 102.2 6.28 5.73 — 110 827 710 26.2°* — 309 
W. Germany + 622 be + 729 + 484 oo 126 — 1159 — 184 16 323 ` 243 208 585 788 
Holland + 040 o + 29 + 39a 1100 1133 20 1.80 364 274 235 iei 160 
italy — — — — 167 oc» — — 98 = 39 o ^ 975 996 1350 1246 2363 — 1778 1520 347 302 
Japan + B46 de +952 * 796 dc — 1518 1445 O 127 SSC 222 167 143 967 810 
Spain — — — 160 an — — 204 1.90 vw 1087 987 — 115 ma 2001 — — 151. — 130  —  365'** 282 
2 TR EE E Y ON " 952 — 947 $631 $608 110 — 831 a4°** 62 — 
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Best-selling 
Cigarette 





















Bangladesh Brothers international Lid. National Scouts Bhaban, inner Circular Road, Kakrail Dhaka, Pakistan 
MEER GPO Box 767 Phone: 400042, 404929 
Ho e Hon Kong Lid. Room 208, 2/F, Easter: Centre, 1065 King's Road, Quarry Bay Philippines 
Phone: 5-6 
Methodex infres Lfd. B-V/F-1 Mohan Cooperative Industrial Estate, Mathura Road, Singapore 


New Deihi NO O44 Phone: 636043 











The new Minolta EP490Z plain paper 
copier gives you many other productive 
and creative features, including Quadruple 
Zooming Power, Automatic Duplex and 
Overlay Copying, Standard Three Cassettes, 
Optional Tiple Paper Stacker for 6-Way 
Paper Feeding, 20-Bin Sorter and Interac- 
tive Keying. 


Allied Equipment Lid. First Floor, Nelson Chambers, 11. Chundrigar Road, 
GPO Box 680, Karachi] Phone: 219338, 210146 

Topros inc. Topros Bidg., Banawe Cor. Atok Sts. Quezon City Melro Manila 
Phone. 7324-71, 7T-4H3, 71H4H5, 71-41-83, 770-85, FILLS? N AIBO 
Minofta Singapore (PTE) Lid. 10, Tebon Gardens Crescent, Singapore 2260 
Phone: 563-5533 








like this. 


The new Minolta EP490Z gives you 
two-color copying that's as fast and easy 
as regular copying. 

Think of it. A copier that makes two-color 
copies in one quick scan. It's now a reality for 
your business with the new Minolta EP490Z's 
Simul-Color function. 

Simul-Color makes two-color copies in 3 
fast, easy steps. Simply set the Color Lever, then 
press the Simul-Color Key and the Print Key. The 
result is a perfect copy in black plus another 
color: red, blue, sepia or green. 


Think of Minoltas 
new Simul-Color c 


SO now you can say goodbye to ordinary 
color copying. No more waiting for two scans. 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up. 

That's because the Minolta EPA90Z makes 
high-quality two-color copies just as fast as it 
makes regular black copies, at a quick rate of 30 
copies per minute. 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It's the 
world's first practical color copier. 


MINOLTA CAMERA CO. LTD. Reprographic Produc! Operations 3-13, 2-Chome, Azuchi-Machi, Chuo-Ku, Osaka 541, Japan 











Phone: (02) 505-DO13 
Suthisarn Fly-Dver), Bangkok 10400 Phone: 27-0213 (5 lines) 














Taiwan Sante Office Machines Corp — 10th FL, No. 120, Sec. 2. Chien-Kuo North Road, Taipei 10433 
Bangkok Business Equipment Automation Co, Lfd. 199/82-64 Vipawadee Rangsit Road, (Af 


Océ-Austrata Lid. PO Box 196, 89 Tulip SL, Cheltenham, Melb. 3182. Phone: 09-584401 
New Zealand Viko Holdings Lid. 33 Broadway. Newmarket, PO. Box 220, Auckland 1. Phone: 03-505-449 
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STRATEGIC POSITIONING CAN MAKE 
ALL THE DIFFERENCE BETWEEN SUCCESS AND FAILURE. 





SEIZE THE ADVANTAGE 
OF A CENTRAL LOCATION 






When you stay at the 
Shanghai Hilton, you put 
yourself in the best position 
to do business. 

Easily accessible to both 
offices and airport. A short 
stroll from the Exhibition 
Centre. In the very heart of 









China's most prosperous 
city. 

Your next move is 
obvious. The Shanghai 
| [ilton. 


SHANGHAI HILTON INTERNATIONAL 


For reservations, call your travel agent or vour nearest Hilton International Hotel 
Adelaide, Bangkok, Beijing (opening mid-1990), Brisbane, Cairns, Colombo, Guam. | longkong, Jakarta, Kahala, Kuala | umpur, Kuchin 


Melbourne, Nagoya, Osaka, Perth, Petaling Jaya, Seoul, Shanghai, Singapore, Sydney, Sydnes Airport, Taipei, Tokyo, Tokyo Bay. 
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Calm. The one thing that never 


the telephone, t 


Once you've savoured the 
Dover Sole served on Roval Doul 


our gi 
And gaze out of the window; ; 
Nothing ... except the first stirri 
of a brilliant idea. | 





A RARE PUBLIC MOMENT IN A LONG 
PRIVATE STRUGGLE. A MOMENT OF RECOGNITION OF RESOLVE TO 


REACH FOR MORE. OMEGA. FOR ALL YOUR SIGNIFICANT MOMENTS. 
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OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
AT THE OLYMPICS. IN THE SPACE PROGRAM 
IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 
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ive SUN the Alas nel 
sia elects.a king 

ailand's Indochina initiative 

32 Tax-tesistant India 










|. AMERICAN SURVEY 

| 33 Shifting standards topple John Tower 

| 34 The motives of Senator Sam Nunn 

34 The National Economic Commission lays an egg 
.35. Ambassadorships for sale 

c]. 35 Overstaffed embassies 

|. 236 The search for savings in Medicare 

1:36. Buying spy photos from the Russians 

| 36. An owl threatens the lumberjack 

{| 38 Shooting bison in a barrel 













INTERNATIONAL 
: 3 “Su udan’ 's war: The generals say stop 
'alestinian terrorism and America 
; ran, n, Russia and the. West 
45 Venezuela erupts 
«| 46 El Salvador: Peace plans galore 
-| 46 How Central America votes 
8. Algeria heals itself 








EUROPE 

49 The Berlin effect in West Germany 
50. Changes ín what Germans think 

50 What vot ng system for Greece! 


t; at last, n Iceland 
«54 T race to be thayor of Lyons 
| .55 Soviet foreign-policy quirks : 
| 55 February in the EEC 





ubi Budget fors a bumpy landing » 
| 58 What Butler did in 1955 
IC 38. Selling British Rail 
. 59 London's commercial property 
| 59 Running prisons privately 
| 60 Used cars without tyre kicking 
à 60 Barristers n revolt 
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BUSINESS, FINANCE AND SCIENCE 
TOMORROW'S BUSINESS 


25 New products, markets, competition, thinking: 
' — four pages from Tom Peters 


63 BUSINESS THIS WEEK 
BUSINESS 


65 How Japan's exporters cope with endaka | 
67 Economics focus: African lessons 


68 Richardson Sheffield, a cutting-edge vm firm. 


13 The end of America’s independent farms 
14 Japan buys into the corn belt à 
14 Hongkong, tax-haven supreme iP 
15 ELECTRICAL BRIEF: Defence electronics . ^ 


‘FINANCE 
17 America’s off-budget sash 
78 The home-loan bank that said no 
79 Market focus: Brent's marker oil. 
80 Waiting on Japan's stockmarket ditching hour 


80 Tokyo thrives on disinvestment in South Africa * 


81 . British banks not-all-right-Jack 
81 Japanese banks' share-dealing profits 
.82 Money launderers exposed 


SCHOOLS BRIEF 


SCIENCE AND TECHNOLOGY 
85 Drugs to fight AIDS 
86 Soap suds from the swamp 
88 Computers that do it with mirrors 


|. ECONOMIC AND FINANCIAL INDICATORS l 
107 Output, jobs, prices, commodities, bourses, ine | 


terest rates, trade, currencies, plus a closer look 
at Eastern Europe and at OPEC 


BOOKS AND ARTS 
93 Israel's mysterious bomb 
93 Should Russia crash? 
94 The use and abuse of Africa's trees 
94 Liddell Hart revised 
95 Broadway's dying musicals 
95 Spain remembers Machado 
96 Can Romanticism come out of the closet? 
96 The Rose theatre resurrected 


LETTERS 
6 Letters on West Genma. Japan’s pension pot, 


bers ecard s diamonds, symbols for Europe 
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|| To keep up the economic. 
progress of the past four 
{ and to drop the politic 

| page 15. How not to d 



















| race and religion, hel bac 
war and poverty, page. 



















| Korea zoomed | 
: Anatomy i ofa mira 


pages BIPA, 













| Higher i interest rates 
to curb inflation, page 16 
ica 5 off- “budget gim : 










ih the high Ran Per Ü 
pain in Hain, page Ear 













_ AIDS became av; 
approaches to fightin 
page 85. | 





Must think small, says Tom P 
ters, pages 25-28, ^ — 


No place for Fang: : 
Bush learns the limits to dissent 
and reform, i in China, page 29. 


How Japan copes: 
With the high yen, page 65. 














est Germany 


A d be “worried about 
st RERA airs oe) 
ble; to understate 















obla a clear and tado 
policy embracing a reduced but 
odernised nuclear capability 





priority for the security of West 
Germany and the Atlantic Alli- 
ance must be for the Kohl gov- 
ernment to retain power in next 
year s parliamentary elections. 

. The recent results in Berlin, 
| consistently anti-nuclear 
ic opinion polls and the 
itralist mood generally all in- 


Mr Kohl to offer the West 


no nuclear weapons". 
Certainly we can give Dm 


towards a third zero; let us 


also allowh him the primacy of po- 


Herford R. McGEEHAN 





Japan's pension pot 


that American pension firms 
"do not yet rate Japanese fund 
managers." However, that will 
hange soon. According to the 
bun . (Nikkei 


oncluded an agreement for 
iterSec to evaluate five of its 13 











Asarenstese 





would be most welcome in the 
wake of a long dalliance with 
Gorbacharm. But surely the first _ 


Deregulation 


man equivalent of ‘ ‘read my 


Sin—You say (February 4th). 


inuary 5th issue of Nikkei Kinyu. 
Financial 


y), Yasuda Mutual Life has 


T —————— E — 
| SUBSCRIPTION COUPON 

< The Economist Newspaper Limited 

2 Jurong Port Road, Singapore 2261, Republic of Singapore 
“Registered in London 236383. Registered Office 25 St James's Street SWIA IHG 


enter a ibn for oe l enclose payment of ..........ccccccocecceersnesesnrevsseccseesencensenevenecsesrentnve 


fund managers. 

When the proposed entry of 
SEI, another major American 
pension-consulting firm, was 
covered on the front page of the 
Nihon Keizai Shimbun (Japan Eco- 


nomic Journal) last year, the 


newspaper speculated that Japa- 
nese firms will enter the pension 
consulting business before long. 
and increasing 
competition in the pension pot 
may make the ingredients in the 
stew look very different a few 
years from now. 





SUSAN WEINER 
Boston, Batterymarch Financial 
Massachusetts Management 
Drugs | 


Sir—I am disappointed to read 
that The Economist still inaccu- 
rately portrays the tragedy of 
drug abuse as predominantly an 


economic problem (“Hooked on 


just saying no", January 2Ist). 
President Bush did not appoint 
an economist to be his drug tsar 
for a good reason. 

Drug abuse, legal and illegal, is 
a health problem. Alcohol, as 
you report, kills about 100,000 


Americans a year, tobacco an- 


other 390,000. Drugs kill fewer 


people because legal and social 
restraints have, thus far, limited 
use. Without the current re- 
straints, consumption, abuse 
and deaths will inevitably rise. 
To suggest that legalisation 
can dramatically reduce crime in 
America's streets is patently un- 
realistic. No government-regu- 
lated programme can supply 


o 
^8 
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kin December and the first week in January) by 
ers Sdn, Bhd, Times Jurong, 2 Jurong Port Roa 
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extra 20 they need 





they always have, in the streets, 


paying the market price. Legal 


addictive drugs will create more € 
addicts, result in more killings n I 










and bring even more drugere- a pre: 


lated misery upon America. 


There are no easy answers in. 
the war against drugs, but - 


legalisation would be a big leap 
in the wrong direction. Raising 


the white flag, especially when. - 
we are beginning to make some 


progress at home and abroad, 
would be a tragic mistake. — 
Europe should look closely at 
America's drug problem. Admit- 
tedly, we have been slow to com- 
bat this menace, and can offer 


no magic solutions. Nonetheless, . 


over time we have developed 
some legal, financial and law en- 
forcement drug-fighting tools as 
well as some treatment and edu- 
cational techniques that have 


proved useful. With decreased | 


internal border controls coming 
to Europe in 1992, and the drug 
cartels looking more and more 
to the lucrative European mar- 
ket, Europe may find that the 


war against drugs will begin to 


hit closer and closer to home. 


BENJAMIN GILMAN 
Washington, Congress of the 
DC United States 
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Giscard's diamonds 
Sin—Mr F.L. Copperman (Let- 
ters, February 18th) may, 


through his directorships, have 
been both the "[reluctant] sup- 
plier of diamonds to Bokassa" 
and the Honorary British Con- 
sul in Bangui, but such distinc- 
tions should not allow him to re- 
write the history of the period. 

| used to be the contributing 
author on the Central. African 


Empire (as it briefly was) for your 


sister publisher, The Economist 
Intelligence Unit. My records of 
the time show that the govern- 
ment's special relationship with 
the Giscard d'Estaing family, in- 
cluding Valéry's cousins—Fran- 


cois at the head of the French. 


Bank for External Trade, and 
Jacques at the French Atomic 


regarded as trivial. 


Surely Mr Copperman misses 
the point about proper conduct 


of heads of state when he 
equates Mr Giscard d 'Estaing' $ 
actions with the Queen’s Row 
showered with golden objec ts". 
Mr Giscard. d Fraing teceive 


Energy Commission—was not. = Te Economist Publications and Computer 











a of dc ends 
hat Mr Giscard d'Es- 
taing a having kept the 

































































"gift of diamonds. He then stated 
that he had sold them and do- 


nated the proceeds—supposedly. 
4m old French francs—to the 
Central African. Republic Red 
Cross. 

Unfortunately, this all ended . 
rather sadly for the Red Cross — 
Society in Bangui. Its local presi- © 
dent denied having received any. ; 
such donation. She 
promptly. removed from o 
and the Society closed: down en 
the orders of Bokassa's succes 
sor, David Dacko, on March 28. 
1981. But Mr Mitterrand won. : 
the election. 


London 
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A plug for Europe 


1 Sis there a deep significance 
in your use of the British bayo- 
net bulb as a symbol for Ei 
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À unique opportunity has arisen for business analysts to 
-} play a major part in the commercial development of a UK 
-| energy company as it shapes up for the challenge of 
the 90s. | | | | 


You will be involved in business planning, economic and 
energy studies and new business development activities 
It is likely that you will have a relevant track record in an 
energy-related industry. _ TL 


A first degree is essential. and it would be a positive 


x x 
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expanding FAO activities. Provides technical 





Full curriculum vitae with indication of current salary to: 





10t later than 27 March 





"Genuine Career Opportunities for those with a Planning - 
or Commercial background in an Ener 


will be a self-starter with proven ability in analysi 


Centre City Tower, 7 Hill Street, . 


_.. The Food and Agriculture Organization of the United Nations (F.A.O.), for its Rome Headquarters, Italy, seeks 
E | candidates for the post of | 


Responsibilities: Provides technical backstopping to population programmes, particularly information, € 
and communication projects in support of rural development policies. Designs related strategies with a view to 
ex : guidance to FAO regional population advisers and participates in 
< Reeds assessment, programme development and evaluation missions. i a T 
Essential Qualifications: Post-graduate degree in Social Sciences or related field, with specialization in population 
~ studies. Ten years’ progressively responsible experience in popul 
countries. Fluency in two of the following languages: English, French and Spanish. | P 
_ Benefits: Tax-free salary, relocation, cost of living adjustment, education grant and other benefits of international - 
civil service. Appointment until 31 December 1991 (with possibi 


ation/ rural development programmes in developing 


lity of extension, subject to availability of funding). 


Central Recruitment FAO - Via delle Terme di Caracalla, 00100 ROME, ITALY 
l 1989, quoting VA 528-ESD. 






y related field” 





Londo 


advantage to hold a higher degree or MBA as well. ¥ 










complex. issues. Your communications. skills will be 
unquestioned and, when coupled with high-calib 
interpersonal skills, you will Tapidly impact oi 
business... success bringing its own rewards. < 
indicated; benefits including relocation assi ; 
appropriate. i d : 
Please write ~ 
ref. E.84015. 


MSL International (UK) Ltd, 






















in confidence — to “Paul Ee 











Birmingham B5 4UA. 


Offices in Europe, the Americas, Australasia and Asia Pacific 

































































































"INTERNATIONAL LIVESTOCK CENTRE FOR AFRICA 
CENTRE INTERNATIONAL POUR L'ELEVAGE EN AFRIQUE 


ADDIS ABABA, ETHIOPIA 

— INTERNATIONAL 

LIVESTOCK CENTRE 
FOR AFRICA — 


HEAD OF 
ADMINISTRATION 


VACANCY INT/001/89 





GENERAL 


The International Livestock Centre for Africa (ILCA), with head- 
quarters in Addis Ababa, Ethiopia, is one of the 13 international 
agricultural research organisations which are supported by the 
Consultative Group on International Agricultural Research 
CGIAR). The Centre has research activities throughout sub- 
Saharan Africa and zonal research sites in Kenya, Nigeria, Niger 
ILCA's major activities are research (in Animal Science, Plant 
Science and Economics), training and information, and its goal is to 
+ achieve measurable and sustainable increases in livestock output in 
-| sub-Saharan Africa. ILCA has 60 internationally recruited staff and 
[600 locally recruited staff. CE | 
.. With. purpose-built offices and research facilities on a large 
“landscaped site close to Addis Ababa's international airport, the 
= Centre's headquarters provide a pleasant working environment and 
sports and leisure facilities. The city, which enjoys pleasant 
;weather throughout the year, has a large, diverse expatriate 
+- community and diplomatic missions from more than 75 nations. It 
is also the seat of the organisation of African Unity (OAU) and the 
United Nations Economic Commission for Africa (UNECA). There 
are several international schools covering American, British, 
French, German and Italian systems, among others. 


| POSITION 

^ As a member of the senior management team of ILCA the Head of 
- Administration reports to the Director General. The appointee will 
- be required to provide leadership within the headquarters adminis- 
^ tration division to four professionals and about 200 support staff 
and will be responsible for the operation of the administrative 
- services: Personnel services; procurement (purchasing and stores); 


general services (transport, security); office services (telex, tele- 
. phone, offices); zonal program administration and legal matters— 
. to the highest international standards, in a Cost effective manner. 
. The position requires applicants with proven ability, in an organisa- 
tion of similar size and scope as ILCA, to administer in a way that 
assists achievement of the organisation's goal. 


QUALIFICATIONS 


A Masters Degree in Business Administration or a related field is 
desirable. Ten years of relevant experience with at least four years 
_ in a managerial position. Knowledge of the third world environ- 
- ment preferably in Africa. Good interpersonal skills and ability to 
< work eiecti, with. professionals of different disciplines in a 
"multicultural setting. Should have good command in English. 
Knowledge of French is highly desirable. | 


-. Salary and related benefits of international staff are paid in US$, 
. and will be in line with comparable international organisations. 
tnitial salary will be determined by qualification and experience. 


O Applicants should send current curriculum vitae, recent salary 
history, names and addresses of three professional referees and 
“photocopies of iet mahi Scie pii (not returnable} before 28 
April 1989, in confidence to the Personnel. Manager, ILCA, PO Box 
5689, Addis Ababa, Ethiopia. — — = | 


construction and maintenance; warden (hostel, cafeteria, housing); 


OXFORD INSTITUTE FOR ENERGY STUDIES 


and 
. St Catherine’s College, Oxford 
Senior Fellow/Assistant Director 


DIES invites applications for the senior position of Senior Fellow/Assistant Director for 
Research Projects. 2n 
OIES is an international research institute currently specialising in the study of economic 
and political aspects of world oil and gas, the energy problems of developing countries 
and the economic development of oil-exporting countries. The Institute was founded in 
1982 by an association of members including Oxford University, the EEC, the 
Organisation of Arab Petroleum Exporting Countries (QAPEC) and government depart- 
ments or public institutions of the UK, France, Sweden, Norway, Mexico, Saudi Arabia, 
Canada and Japan. it is governed by a Board consisting of representatives from its 
founding members. its activities are further supported by 20 sponsors including 
governments, international organisations and corporations. Members and sponsors 
provide QIES with a unique and invaluable international network of friends and contacts. j 
QIES has an establishment of a director, two assistant directors, eight research officers, {> 
two visiting scholars and seven other members of staff. QIES has a first class specialised 4 
library and computing facilities. $a 
Research projects undertaken at QIES are initiated internally and the results widely 
disseminated in the public domain. To preserve its independence OIES does not engage in 
commercial consultancies. | ua | 
The Senior Fellow will be a person with either distinguished academic or industrial 
qualifícations and experience capable to undertake and direct research in areas covered by 
the objectives of the Institute as mentioned above. She/he will co-operate ciosely with the 
Director, Mr Robert Mabro, and share with him the management of research projects. 
St Catherine's College at Oxford University may also elect the person appointed to a 
Visiting/Research Fellowship of the College which carries the title of the Enterprise OH 
Fellowship. The initial contract is for a period of five years with the possibility of re- 
appointment. The position is partly funded by an ear-marked grant from Enterprise Oil. 
Salary in the professional range £27,000-£32,000 will depend on. qualifications and 
£ | | hip carries the normal rights of a Fellow. 
Applicants are invited to send their curriculum vilaes and names and addresses of 
three referees to: The Director, Oxford Institute for Energy Studies, 29 New inn Hail 
Street, Oxlord OX1 2DX, by 28 March 1989. y 
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experience. The St Catherine's College Felloi 









UNIVERSITY OF WAIKATO 
Hamilton, New Zealand 
DEAN OF MANAGEMENT STUDIES 
AND PROFESSORIAL CHAIR 
The University of Waikato seeks a suitable person to fill the post of Dean of the 
School of Management Studies. This position is the senior academic and adminis- 
trative post within the School. The Dean is responsible to the Vice-Chancellor for 


the overall management of the School's resource and administrative functions. — 
Am are invited from persons who believe they can meet the requirements -ag 
o 









the position. The University would also welcome suggestions concerni 
suitable persons who could be approached. MN a RET 
The Schoo! of Management Studies is the largest schoo! within the University. The 
departments within the School are Accounting and Finance, Economics, vanie 
ment and a further department of Management Science and Systems which will 
established at the beginning of 1990. The School has an establishment of 65 
academic staff including six professors. it currently offers a highly regarded four- 
year undergraduate xr di and graduate programmes leading to masters and |— 
doctoral: degrees. in addition, it-offers a number of management development 
programmes, in recent years the School has experienced significant growth and 
continues to grow. The successful appointee will have to provide leadership in new 
developments in research, scholarship, graduate education and community in- 
volvement. The successful candidate should have proven leadership experience 
either within a university or in a senior managerial position. Candidates will need 
to demonstrate an ability to develop relations with parties outside the University 
and an appreciation of the importance of research and scholarship. . 
The Deanship is a key position and the University expects to make a senior 
appointment. The salary range for professors in New Zealand is currently 
N2$76,000-N2$95,000 per annum. A special allowance is paid to Deans and a 
suitable package, including future arrangements for paid study leave, will be 
negotiated with the successful candidate. The appointment to the Deanship will 
be for three years in the first instance and for a further three years at the option of 
the University. Extensions beyond this period may be negotiated between the 
successful appointee and the University, in addition the position carries with it the 


title and rank of professor which will be a continuing appointment to à chair in one 





of the subjects taught within the School of Management Studies. | 
Enquiries about the professional and academic responsibilities of the position may 
be made directly to the Vice-Chancellor of the University, Dr W. G. Malcolm. 


Further information is available from Appointments (36071), Association of 
Commonwealth Universities, 36 Gordon Square, London WCIH OPF, UK, or from 
the Academic Staff Registrar, University of Waikato, Private Bag, Hamilton, New 


Tenana: Fax 064 71 60135. Applications close on 14 April 1989. The reference is 





The University weicomes applications from suitable people of any race, creed or 
marital status. . MC 













Commonwealth Secretariat | |- 
HIS (Commonwealth Fund for Technical Co-operation) | 
. CHIEF PROJECT OFFICER 
FELLOWSHIPS & TRAINING PROGRAMME 
(Salary: £23,364-£25,836) 





















vanagement. The CPO will be expected to liaise with governments and 















. To begin the confidential process 
— book an exploratory meeting with — — 
» Peter Gardiner-Hill or Peter Needham. 
Even the coffee is excellent! = 


oplicants should be Commonwealth citizens with a good educational 
| background, preferably postgraduate qualifications with experience in 
. teaching, educational administration or development administration. — 
_ Practical experience in training and human resource planning of develop- 
ing countries, effective communication skills and the ability to work asa ` 
member of a multi-disciplinary team are important considerations. * 
The appointment is for an initial period of three years. Starting salary 
within the above range is subject to British Income Tax. For overseas 
appointees, installation and relocation assistance will be provided. 
Further details including a job description are available on request., __ 
Detailed curriculum vitae quoting reference ON 7/89 with names and 


addresses of three referees should be sent by 7 April 1989 to: Chief 


Personnel Officer, Commonwealth Secretariat, Marlborough House, 
Pali Mali, London SW1Y 5HX. Tel: 01-839 3411, ext 8134 or 8152. 


AN EQUAL OPPORTUNITY EMPLOYER - 









































16 Hanover Square, ee OS 
London WIR9AJ DEVELOPMENT 


01-493 5239 — _ CONSULTANTS | 

























- ACORD, un Consortium de 21 Organisations Non-Gouverne-- 
: mentales européennes, et canadiennes, met en. oeuvre des 
, programmes de développement en Afrique, avec un person- _ 
| nel international d'environ 50 personnes et des contributions - 
|. annuelles se montant à 7 millions de livres sterling. Nous 
recherchons actuellement un/e: | 


 DIRECTEUR/DIRECTRICE DES FINANCES 


THE FURTHER EDUCATION STAFF COLLEGE — 





.. ETDE L'ADMINISTRATION 
| pour e partie de notre équipe internationale à Lond res. Le/ 
a candidat(e) devra: 

— avoir suivi des études universitaires de troisiéme cycle en 
finances/gestion ou une formation de comptable — 

— avoir 3/5 ans d'expérience comme Directeur Financier, de 
préférence au sein d'une ONG ayant des bureaux 
satellites | 

— parler francais et anglais couramment 


— étre interessé(e) par les probliémes de développement 
dans le tiers monde 


Le contrat est d'une durée de 3 ans à partir de juin 1989 avec 

un salaire basé sur une échelle qui commence à 20.333 livres 
sterling par an (avec de bonnes conditions professionnelles; 
des indemnités supplémentaires sont accordées à ceux qui ne 
.sont pas domiciliés en Angleterre/ne sont pas de nationalité 
anglaise). 


Les candidat(e)s sont prié(e)s d'envoyer leur dossier de candi- 
d avec les coordonnées de 3 répondants) a: 












, a 





Applicants should be committed to the improvement of 
post-compulsory education, and to management 


ment and training. They should have entrepreneurial fla 
and managerial ability of a high order. | | 


Further details and application forms froin Shi: d 
trar and Clerk to the Governors, FESC, Blagdon 










| BS18 6RG. Tel: 0761 62503. 







NE Professor in 


i ^. achievement in the field of Marine Affairs. 























MARINE Bins. | 
UNIVERSITE DU QUEBEC 









` The university. | | Dk wx DS NE 
. Founded in 1973, the University ot Québec. at Rimouski is one of eleven universities which compr he publie system of Higher education: 
and scientific research in Québec. With campuses throughout the province of Québec, the. University: a Quebec "em as a whole, serves ane 


. more students than any óther French-speaking university in Canada. : 
Located along the St. Lawrence River, 550 kilometers from Montréal and close to the gut. the University pi rsues | international | standards ot A 


















in pursuit of this goal, the University of Québec at Rimouski work with various. international organizations, t 
aie that possesses 


tional Center for Ocean-Development and can depend upon an exceptional scientific environment, being located in 
ihe largest concentration of marine. specialists. and marine institutions in French Canada. | 
The | versity of Québec at Rimouski wants its teaching, research, consulting and cooperation ‘activities iv the 
resources anagement to cover the whole range of human interventions taking place in the marine: environmen Ld 
* development and exploitation. of ocean resources, living as well as non living ressources (gas. petroleum. mineras, ; 
energy, fresh water.. jJ , 
e utilization of the marine. environment. itself: aquaculture, transportation, pollution, tourism; coastal zone. uses.. 


While some of the areas of interest of the professors. in Marine Affairs are closely related to specific disciplines or industrial sectors, others 





lof ocean Bnd marine | 






-— require global and interdisciplinary approaches. 
















i Position description | ) ax 
. The professor will take part in teaching, tesearch, consulting and cooperation activities. in the field of ocean and marine resources 


.. management. 
More precisely, the professor will: 


^ e contribute to two graduate. programs. offered by the University in the field of Marine Affairs; 
ve; contribute to GERMA, the University interdisciplinary research group in the field of Marine Affairs; 
e work within an environment that is basically interdisciplinary and international; 
* take part in the devel opment of a Ph. D. program in Marine Affairs. . " 


- The professor will belong to the Department. of Economics and Manaaemadt 


, Qualifications 



























| The candidate must have a Ph. D: in economies, management, environment or éngineering and ! speak, read and write y French. 
Without being requirements for the position, the following attributes will be assets for the candidate: | | 


 * academic specialization: or professional experience in management applied to a specific human activity taking 
place in the marine. environment (fishing, transportation, aquaculture, pollution, tourism, coastal zone uses.. M 
e double academic formation (economics and engineering, management and environmental studies.. X 
* knowledge of a third language, besides French and English (in particular, Spanish); ` 
« scientific interest for environmental problems or technological innovation. e 


B The position is open to citizens. from all countries subject to Forpiareg with immigration laws in Canada and Québec. mE | 


Appointment - | 
August 1 1989. 


Conditions © 
Conditions are determined by. the collective contract in force at the University, In particular: 


* the initial appointment will be for a 2 years period and will be renewable; | 
"«' benefits will be based on academic DUE Nrand and professional experience. 


Application procedure | 
Applicants should forward their résumé to the address. below. 


All applications will be confidential. 


Application deadline .. 
Applications must be received by May 9t 1989. 


To obtain additional information, get in touch with: 

_Le directeur, départernent d'économie et de gestion, Université du Québec à Rimouski 
300, allée des Ursulines, Rimouski, Québec Canada | G5L 3A1 | 
Telephone: (418) 724-1537, 1544, 1557, 1558 | E 

Fax "ES 72431525 - Telex: 051- 31623 hs En 








versité du Québec à Rimouski 
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- The Royal Bank of Scotland Group plc is seeki ing to appoint a Group Head of Corporate 
Communi cations, reporti ing directly tothe Group Chi ef Executive. 


This is a senior appointment within one of the UK's largest financi al stitutions 
The Royal Bank of Scotland Group. 


. The Royal Bank of Scot! and Group | IS a broadly- based financi al services group, with — 
assets i in excess of £20 billion, and operati ions spanni ng clearing banking ng, ; investment banking, = 
financial services, investment management, insurance and travel, both | in the UK and overseas. 


The communicati ions professional we are seeking | is likely to be aged t between 35 and 40, 
have ani outstandi ing grasp of all aspects of communicati ions, includi ing Investor Relati ions, Media 
Relati ions, Government. Relatic ions, Internal | Communi icati ions, Sponsorshi ip, Advertising, Print and 

ae Videos. The individual must have not only the experience, but also the p personali ity and authori tyto | 
"beableto plan, implement, | 0 nitor and control communi ication p prog grammes and communication d 
standards, throughout an increasingly large Group. | S 
The compensati ion — IS fully commensurate with the seniori ty and importance of. 
this Group role. | 


















The positi ion. is passa in Edi rouh, and regui res extensi ive travel pri mari rily but not 
wm exclusivel ly, within the UK. 


lf the fit is right, wri ite to the Group Chi ef Execut ve, bond ing an uptodate c curri iculu im ^ 
vitae, to othe address below: | 


= The Royal Bank of Scotland Group pic 
_ Department IMD, 42 St. Andrew Square, Edinburgt 1El 


All communications will be treated in the strictest of conf idence. 


IE 
AÑ 


The Royal Bank 
_ of Scotland G roup plec- 

















he automobile industry is a leader in the techniques and technology of volume production. > West 


jermany's famous car manufacturer BMW is a good example; its Regensburg plant i 





one of the most ad- 





Perfect communication 










maintaining the company's high standards for quality and on-time delivery. > 


- between product flow and control system is essential. » This vital link is provided by a Philips PREMID system 






which identifies each car body for the appropriate action to be taken at the various production stages. 







interesting fields of application. » For example, automatic toll collection without the vehicle having to stop or 


ud 


- reduce speed. PP In IBM's typewriter and printer assembly plant at Vimercate, Italy, production flow is 
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optimized by a Philips Variable Transport System; reducing stock levels and throughput times, and thus 


product cost price. œ Being flexible and modular in terms of hardware, software, control and interface, VTS 
Is a one-time investment that allows assembly of various products on the same line at the same time. P» It also 
allows fast and easy adaptation to new products and even new assembly sites with a totally different layout. 
» In fact, the VTS now being used in Italy was originally installed at IBM's assembly plant in the Nether- 


lands. MI» Philips innovative technology is also used in many other factory automation applications. B» 


ro MI UCET OO ee ee S 
FHICIPS. THE SURE SIGN OF EXPERTISE WORLDWIDE. 


PHILIPS CORPORATE MARKETING COMMUNICATIONS, EINDHOVEN, THE NETHERLANDS 


FS PHILIPS 
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| 
*A favourable exchange rate 
| can mean a great deal. 

E Ask Credito Italiano 

i what the lira is worth today.” 
P 

j TAM Credito Italiano, 





— Because, Michael, they're 
the ones who handle all our lira business. 

— Oh, really... since when? 

— Since I realized just how hard it is to get 
the same terms anywhere else. 

— That's all very well, but business with Italy 
is increasing all the time. What are we going 
to do about exchange risks... interest rates, 
that sort of thing? 

- Nothing to worry about, Michael, we're talking 
to experts here. Credito Italiano handle options, 
interest-rate and currency swaps 
and euro-deposits every day, and service and 
technology-wise, they’re pretty hot. 

— What's their management like? 

— Bright... friendly... really on the ball... 

— But, how many branches have they got... and 
more importantly... where? Don't forget 
we've got customers all over Italy now. 

— Coming on for nearly 500 branches... and 
they're apparently the number one Italian bank 
in terms of geographical spread. 
Any other questions? 

- O.K. O.K... fine by me, Howard... 
go ahead, sign the contract. 


uUum 
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Head office: Milan - 2 Piazza Cordusio, 20123 Milan, Italy 
Branches abroad: London - Los Angeles - Madrid 
New York - Tokyo 


Credito Italiano is a member of T.S.A 


14 THE ECONOMIST MARCH 4 1989 


| 
E. 


un ^ nii 








é e UT of Africa”, wrote Pliny, “always -© 
~ XA something new." Two millennia later, E 
. many people would like.to change that to- 
"something ghastly". Perhaps, just perhaps, — 
. they would now be wrong. For the first time 
.. in decades, there is a little cheer coming from 














, to be sure, is still there. 
na 970. A baby born in: 
Guinea is three : more likely to die before M 
. the age of four than one born in (poorer) — | 

. Burma. AIDS has spread farther in Africa than anywhere else: 
- -half of all adult Ugandans may have it by the end of the cen- 











100 miles closer each year. The Ivory Coast's rain forests have 
shrunk by four-fifths, its elephants all gone. Governments in 
Africa are changed by guns, and 3m refugees are the living 

.. victims of fierce wars. In Africa, it seems, life is still poor, 

. nasty, brutish and short, and likely to remain so. | 

It is too early to drop that harsh judgment. But it is right 
to qualify it. The reason for doing so lies in Africa's recent 

. economic performance. The changes have something to do 

_ with gentler weather, and possibly with quirks in African sta- 


h tistics. But other things are at work as well. 


Th e mood behind the figures 


e sunnier statistics stretch across a wide horizon. Africa's 







years, after 114% a year in the previous 15. For all except 
~ black Africa's five oil producers, the volume of exports fell by 
. a fifth between 1970 and 1984; in the past four ‘years it has 
.. tisen by a tenth. Africa's GNP has grown by about 214% a year 
. since 1984, or 3% excluding the oil producers. That keeps 
. pace with population growth. For the first time in two de- 
cades, the average African is not getting poorer. — 
+. If such figures were all there were, they would not mean 





- much just yet. What lies behind them matters more. Many 


. African governments have pushed their economic policies 
.. through wrenching change, often at the tMF's behest. Others 
~ have plodded on, ignoring advice. This contrast offers surer 
- conclusions about which policies work and which don't. 
The list of successful policies contains nothing that would 
surprise an economist in South Korea or Thailand. Raise the 
_ prices paid to farmers; make sure interest rates are above the 
- rate of inflation; keep the exchange rate competitive; keep the 
dget deficit low; give state firms tight financial targets, but 
nagerial autonomy; do all these things and you will at least 
ramework for an economy to grow. Such policies are 











nets have increased their output by 4% a year for the past 


ture of Africa, and it will notgoaway. < 


_ of more than 4m people. It was as though India had 1. 


considered the greatest form of paternalism to suggest t 


now being adopted down the continet 







also being ignored in places as far: 
nin and Zambia—and the diffe 
_ They are much harder to ignore 
| economic alternatives were being: 
far-off lands with different histc 
andclimates. — — d 
According to a new study by the 
Bank (see page 67), Africa's refo 
had three years of growth averagi 
.—  - Compared with 11296 for countries 
the old ways. For Africans, an annual 334% points he 
from poverty; 11296 marks the path down to an eventus 
hole of economic degradation and political collap 
It will be several years before it is certain th 
ernments have learnt from their various experim 
they do, it will then be many years before reforms 
sott of living standards that other third-world 
to expect from their own economies. If real aver 
in Africa's poorest ten countries were to rise by 
year, it would be 50 years before they reach even t 
level currently achieved by the average Indian. 
The reasons for such slow progress are no 
and some are deep and intractabl 
behind other continents. Its politics oft: 
mentals that most other countries have h 
sense of nationhood, an acceptance of gover 
tights to private property. Africa's boundaries & 
Europeans a century ago, splitting some tribe 
others up inside countries that Europe's governm: 2n 
to run, and boast about, but seldom to advance. Eu 
fought its own Wars, over flags and maps; inside Ea: 

























































rope and the Soviet Union, the fighting goes on. It is 


sively distracting, and damaging to economies. But it is 


Africa's other great handicap is its shortage of skill 
bia became independent with 100 university graduates, 
people who had had a full secondary education, arid an 
6,000 with two years at secondary school—that for a coi 














graduates, which is actually how many it turns out from D 
University alone every year. Yet Africa plumped for « 
planning—the economic system that, to work even half w 
makes huge demands on skilled bureaucrats. 

It will be many years before Africa's educational s tani 
can match even those of today's Bangladesh. But time is 
ready bringing a new realism into African life. It used tc 










S Ives saw off hat colonial canard, 20 won v their inde 
dence. But then their leaders—many still in office to- 
— combined with a new group of white outsiders to pro- 
uce a new type of paternalism, in its way even more 
sulting. The ordinary African, they agreed, could not get 
ch: the goverment had to do it for him. In Fabian circles, it 
unded kind. It was the kindness that kills. 

_ What Africa does not lack are ordinary people who re- 
ond to the sort of incentives that ordinary people in most 
other countries take for granted. Market day in Accra is 
ognisably similar to market day in Aberdeen. Until 1980 
e Sees farmers. of Zimbabwe had never sold more than 






82 the farmers sold 400,000 tonnes. Kenya's businessmen 





cross the border, Tanzania has no business life because for 
20 years its government thought business was wicked. 


; ent—and many others—preferred to blame the rest of the 


orld. Multinational companies were plunderers, commodity 
arkets were rigged, bankers cared not a fig for development. 


Dicing with depression 





SHE last lingering fears TE the stockmarket crash of Oc- 
L tober 1987 might drag the world economy into a reces- 
ion have vanished. The vitality of the big industrial econo- 
ies over the past year has been remarkable, confirming the 
wer of the post-crash easing of monetary policy. How ironic 
will be if this proof that modern governments have broken 
e links between financial crash and economic slump should 
ing.a recession of its own—a slump caused not by an unin- 
nded collapse in demand, but y one » that governments 
Te compelled to engineer. - 


g up. Since last summer America’s inflation rate has risen 
ym less than 4% to nearly 5%, og s from 0.296 to 196, 
West Germany's from 196 to nearly. 396. Those figures might 
em unalarming, but financial markets think that further 
es are on the way.’ America's economy, especially, is run- 
ng flat out: more demand just means higher prices.. 

< The present inflation threat seems trivial beside the two 
; ig inflations of the 1970s. But the correct historical parallel 
r 1989 is. the late 1960s, not the oil-shocked decade that 
lowed. In 1968-69, as now, America saw an inching up of 
flation, not a sudden leap. Then, as now, the main cause 
as an excessive growth of domestic demand, left unchecked 
or too long. A spiral of wage and price increases caused i inter- 
est rates to rise, and the recession of 1970 followed. It was a 
allow Lp by la ers ndatde—but a id all the same. It 








80,000 tonnes of maize to the marketing board; then their - 
w. government established 19 marketing centres, and in- 


et up companies, hustle for orders, export to world markets; | 
get richer. À world in which outsiders stop patronising Afri- E 


Instead of letting its people free, Tanzania's govern- - 

ness combines with economic commonsense. It will take Af" 
rica many years to be free of its poverty, but at last the light * 
may be shining. 


i is risky to o curb inflation. with higher interest rates, but 1 necessary 


In: most of the world’s rich economies, inflation is creep-" 


till steeped i in colonial guilt, ale 
lowed dia e e tog “ew foreigners dared to say that 
many of Africa's economic woes were home-made. Today, 
outsiders are starting to be blunter—ie, less patronising—be- 
cause Africans themselves are acknowledging their own mis- 
takes. Listen to the African heads of state in Lagos in 1980, 
claiming that their economic plight stemmed from "the po- 
litical constraints on the development of the continent 
caused by colonial and racist domination and exploitation.” 
Then listen to the Áfrican group at the United Nations spe- 
cial session in 1986: "Africa has taken the main responsibility 

















































| fori its own development." " Harold Macmillan once talked of a 
"wind of change" in Africa; in a continent always long on 
_ rhetoric, what is now happening is a change of wind. 


The change has occurred in just a few years, but it. heralds 


‘a world of new chances. A world in which African leaders 


stop patronising their own people, and give them a chance to: 






can leaders, and talk to them as truthfully as they would to an 
American or a Frenchman. A world in which political opd 





est rates higher themselves, or else rubber-stamping rises de- 
creed by the markets. When America's Federal Reserve raised 
its discount rate from 61296 to 796 on February 24th, it was 
endorsing, not leading; the markets had wanted and expected 
a rise to 742%. The central banks of Japan and West Germany 
have also allowed money-market rates to rise in recent weeks; 
many financial traders expected the Bundesbank to raise its 


. discount rate at its meeting on March 2nd, and the Bank 


Japan will not be far behind. 


Back to square one 


Rounds of higher interest rates are ae self-defeating. That i 


is what makes them so dangerous. Each of the three main 
central banks judges interest rates with one eye on its cur- 
rency. Worries about inflation go hand in hand with a desire 
to keep the currency strong (because a devaluation makes im- 


. ports dearer). So when the Fed lets American interest rates go 


up, it does so partly to stop the dollar falling. If higher rates in 
West Germany and Japan then close the gap again, the dollar 
faces renewed downward pressure, and the Fed—so far as the 
exchange rate is concerned—is back where it started. The 
clear danger is that in trying to keep all their currencies 
strong, the central banks will pushi interest rates too high and 
bring on an unnecessary slump. : 
If economic co-operation had any. valld role, it mud be 
to temper this sort of comp 





etitive monetary policy. But there 
is a catch. Whereas Japan and West Germany vali Die Exter- 
nal surpluses, America has a big and no er- 





























domestic demand more than do Japan and West Ger- 
Suppose it does so entirely by widening the interest- 
remium on dollars. It is then, in effect, exporting some 
inflation by causing the yen and the D-mark to weaken. 
en Japan and West Germany were lagging in growth, 
a had a shaky defence for this: it said its partners 
led to stimulate their economies in any case. Such think- 
s now absurd. If this is what America means by co-opera- 
; Japan and West Germany should have none of it. Amer- 
reeds to cut demand at home without relying on a much 
ger interest-rate premium. 

iis partners out of their bind by offering Congress an accept- 
ble budget-cutting compromise have gone. His budget was 
oth incomplete and self-contradictory; the ordinarily inept 






























.J[ OT air alone will not displace a dangerous gas. This 
A A should be the first law to memorise in that yet-to-be- 
written but invaluable tome, "Chemistry for Politicians". 
. Consider ozone in the stratosphere, which protects the earth 
from ultraviolet radiation. Politicians have been booed one 
| way by environmentalists, shooed the other by the chemical 
industry. So, lacking sure advice from scientists, most are do- 
ing little except talk. They will do so en masse in London next 
_ week. They must follow through with action. | 
The latest data from the Arctic suggest that more ozone is 








ought. Enough of it is probably being wiped out above the 
poles at various times of year (the “ozone holes ")to reduce its 
rotection everywhere, eventually. The worst thing about the 
which first appeared above the Antarctic in 1979 is that 
was not there before. Since the chemicals that destroy 
had. been building up for years, that meant that they 
have sudden effects once a certain threshold has been 
. reached. What is the next threshold, and what will happen 
: When it is reached? The answers are disturbing. | 
-xs Wise people do not mess about with ultraviolet light. Its 











“genes are made (and thus cause cancer), retard the growth of 
-€rops and damage the undersea organisms which lie at the 
. end of the food chain. Whatever happens in the 1980s, ozone 
will continue to be eaten away for at least another 20 years. 
Plenty of thresholds could be breached in that time. 


Uncool to be cool 
The only way to cope with the chance of such unknown hor- 
-rors later is to round up all the suspects now. It is the gases of 

prosperity that are to blame: the chlorofluorocarbons (CFCs), 
. gave Americans and others their air-conditioners, re- 
ators and aerosols. People in developing countries are 
ngly keen to get their own share of these and of the 
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hopes that Mr George Bush would guide - 


! noon for the ozone layer — 


_ The stratosphere needs more than conferences if it is to be repaired 


make a further 30% cut eventually. That was pi 
_ being destroyed, and in more ways, than cautious people 


Helsinki, where they will meet to review the ag 


the task ahead is to set a tighter deadline for phasing: 


ost harmful wavelengths can damage the chemicals of which. 
own. China intends to boost production tenfold by the 


‘developing countries account for just 25% of CEC emissiot 










would have settled for just one of the two. Not co 
president is now trying to make it as hard as possible - 
Alan Greenspan, the Fed's chairman, to cope with the 
ing mess. With no help from fiscal policy, the luckle : 
Greenspan must shoulder the whole burden of (a) coolin 
American economy, (b) maintaining currency stability and 
avoiding a ruinous interest-rate overkill. The best 
make this difficult task nearly impossible is to unde 
markets’ trust that Mr Greenspan will stay tough on i | 
Enter Mr Bush, grinning boyishly: “The Fed is wron: 
know. Inflation is not really a problem.” m 
Neglect makes inflation worse; the costs of taming i 
rise exponentially. So Mr Greenspan must run the : 
1969 and tighten money to curb inflation. If Preside 
cannot cut the budget deficit, and if he wants to keep. 
rises to a minimum, the best thing he can do is shut up 













































cooler life they offer. On earth, the CFCs are indeed a splendid 
thing, inert and safe. But when they get to heaven—as each 
one of them does—a mighty commotion ensues. Every mo 
cule of CFC ascends slowly to the upper atmosphere. The: 
chlorine atoms split off and attack ozone. 

In 1987 some 33 countries agreed to freeze their co 
tion of CFCs in 1990, to cut it by 20% four years later, 











rine levels in the stratosphere would still reac 
their present level by 2020, despite the pa 

ment does not cover production for ext 
countries, most of which did not sign i 
. Next month they will have a chance t 
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native chemicals for many of CFCs’ uses already exist. 


bad old chemicals altogether. Another is to find ine 
for the handful of companies that make them to “spe 
mass-production of the new ones. One way might be to m 
companies buy permits to produce CFCs, which they cou 


pay for in cash or exchange for sales of the safe 





This will make CFCs more expensive, which él, unfor 
nately, encourage poor countries to start producing the 


of the century. But the alternative—doing nothing—is wors 
now. At the least, the big offenders must be dealt with first, 
the hope that safer substitutes become attractively chea 
later on. The price mechanism ought also to unleash anot 
weapon: conservation. In America a third of one of the wor: 
CFCs goes into air-conditioners for cars. Almost a thire 
each car's cooling gas simply leaks away; half escapes 
servicing; and the rest is released when the car is sct: 
consider refrigerators, most of whose CFCs are sa 
up until they are thrown away. Higher prices for € 
























ur tries ae b. iw rco x unb of meg sprays 
at use CFCs, about 20% of all emissions still come from 
ierosols. Quite unnecessarily: most countries still do not in- 
































or Chun nel, read rai way. 


J [EL hath no fury like a middle-class environmentalist, 
-Å faced with a large new construction project at the end of 
the garden. The citizens of Kent are enraged at the prospect 
ofa —— rail link joining London to the Channel Tun- 

On March — is due to announce which route it pre- 


T Should build i it. Cade s persuasive co- 
n, Mr Alastair Morton, is already calling for the Trea- 
tyto underwrite it. The government should resist. 


As the bills rise l 
en, in 1975, the Labour government kadad to pull out of 
ñs to build a Channel tunnel, the main reason was the 
huge cost of building this new rail link. The bill, which tre- 
bled in the space of 18 months, would have been double the 
British share of the cost of the Channel tunnel itself. At that 
stage, the argument was entirely one of saving time. Even 
ow, a high-speed link would at best cut 30 minutes off the 
rney time from London to the coast—at a cost, BR reckons, 
f around £1 billion. The real costs will almost certainly rise, 
nd that saved half-an-hour drop, as environmentalists win 
ore stretches of buried line, over which high-speed trains 
'ould have to slow down. The supposedly precious minutes 
ould be more cheaply saved by streamlining passport and 
oms procedures at the London terminal. 


capacity. In the past four years rail commotng into Lon- 


Diatribal rites 


RS here Was eases where Mrs Margaret Thacher’ in- 
sisted that “we have not successfully rolled back the fron- 
iers of the state in Britain to see them reimposed [in Brus- 
els]." Then there was Mr Nigel Lawson, the British 
chancellor, who out-metaphored her in London. Now the re- 
volt against a red-taped 1992 has spread to British industry. 
lusinessmen at a conference at Ditchley Park last weekend 
ke with passion against the pan-European company stat- 


many, sprays \ are 
for it. Nolaw. forced manufa turer 
sprays; they were simply seca te to. green 1 consumers di 
mands. Perhaps is. air can. Bel : 





rivate money is financing the Channel dime: It should pay for die rail link too 


-. should preach to the angry men of Kent, a fast commuter ling : 


Today, however, the better argument for a new line is one 


lashin ng 1992: is Britain’ s latest craze. Only part of it is justified 











terall, 





don has neasa by 40%. Sonie: line like Bedford-st Pan- 
cras and Gatwick-Victoria, have benefited hugely from what 
rail buffs call the "sparks effect: electrification, and nicer 
coaches, attract commuters from a widening radius. Ás BR 





















could make life nicer for the very people now attacking it. 

Xs 
people of Ashford, down near the coast, have grasped tf 
point and turned silent. — 

That said, forecasting rail passengers isa mug’ s game. Not 
so long ago, wise men thought rail commuting in south-east 
England would decline by 1% a year till kingdom come. Al- 
though BR now judges that it will need more capacity through 
Kent within a couple of decades, the timing and guessed re- 
turn from it are wildly uncertain. So are the costs, with those : 
of environmental protection ever rising. : 

Some of these uncertainties also surrounded: the Chantel 
tunnel itself. There, the government wisely. took the. view a: 
that, if the tunnel was. good business, private finance 5 
could be found. The same argument ought now to apply to 
the rail link. If the government accepts Mr Morton’s pleas: to 2 
underwrite the private financing of the rail link, the cash will © 
doubtless be raised more easily and the link built sooner. 
Eurotunnel's shareholders will be delighted—as will the 
French, who will find their own part of the investment be- 
comes more profitable. But a privately. built and operated - 
track, charging BR and Eurotunnel to use it, is the best tes — 
any true case for a link. As the French have thé most Optituis- 
tic forecasts of tunnel traffic, perhaps they should invest in 
the rail link—or even underwrite and build it. 
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ute Eois dies in Brussels. And Sit det Hoskyns, the di 
rector-general of Britain's Institute of Directors, launched a 
diatribe this week against Brussels and all its works. He feats 
that 1992 “will fail to open frontiers, but cripple Europe with 
regulatory overheads”, so that a “still fragmen 
nity will have gone down with the old Bri sh : 

All these protesters had a point. And all 
Nace it, probably because a British a à 





















s want to make is that the European Commission 
should be opposed whenever it tries to make rules that are 
not strictly necessary to opening Europe' s internal market. 
Quite right—so argue about what is strictly necessary. But 
start that argument with an honest concession: the rules that 
: med essential will have to be imposed from the centre. 
ir John rails against the lack of progress made on the 
d details of dismantling European frontiers—among 
, VAT collection, laws on plant and animal health, fire- 
| rules. But he then suggests that “convergence” on such 
tters can be a "natural evolutionary consequence of the 
gle market,” This is a noble instinct, and it takes about five 
inutes of clear thought to see why it is wrong. Health and 

controls would converge on Europe's laxest. VAT rates 
o zero. And the progress uo a Euro- 
























he British | critics are on much stronger ground over 
92's misguided * ‘social dimension”. Part of this dimension 
ves efforts to define the rights of workers in industry, 
E ether i in a European Social Charter, or in a descendant of 


lands off the isthmus 


Outsiders can help Central America’s economies. Its politics may now 


have to be left to Central Americans 


AH JINGS could hardly look worse in n El Salvador. That is a 

: large. temen about a country which in the past few 
years has lost 70,000 people in a terrorist war, and many more 
through the emigration of the terrorised. But the present turn 
vents is dangerous not only for the tiny, wretched country 
elf, but for the settlement of all Central America's conflicts, 
d for the United States’ involvement in the isthmus. 
The problem is with El Salvador's fragile constitution. It 
was written in 1983, in the shadow of terrorism from left and 
tight. Under it, the government of Mr José Napoleón Duarte 
was duly: elected. Mr Duarte has done as well as could be ex- 
pected, given that he did not control his army. Now he is 
“mortally ill. Even were he not, he would have to leave office 
‘on June Ist: the constitution prescribes it. The election to 
pick his successor is due on March 19th. 

_ It may not, however, be held on that date, for the likely 
‘outcome of an early election is a victory for the Arena party. 
Arena, whatever its leaders say, is tainted by the murder cam- 
paigns of its founder and éminence grise, Mr Roberto 
"d'Aubuisson. Now Mr Duarte, to avert an Arena victory, 
-wants a deal with the main guerrilla group, the Farabundo 
Marti Liberation Front (FMLN), to postpone the election, en- 
cabling the FMLN to take part in it on terms it will negotiate. 
would break the constitution’s spirit and probably its 
les, while leaving the FMLN free to murder again. 
is, i in the name of democracy, a democratic mechanism 
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; attempt to create a company statute that will be valid 
‘EEC country. Three forces are at work here: the bad ok 





managers. go about their business. The point : 










| Vredeling proposal on w rker participati 






























of Euro-harmonisation past; the desire of Mr jacques’) De 
the president of the commission, to console Europe’s. t 
unions for a 1992 that is based on the (to them) threate 
idea of competition; and the belief of some members, p 
larly West Germany, that worker-participation should 
posed like a health standard to stop them from being 
by alternatives. 


Leave managers out of it 


All such notions do harm. Europe should remain a labe 
in which many different approaches to management a 
including Japanese ones. West Germany's sophis 
should not be imposed upon Portugal, any mor 
experiments with worker-capitalism should be imp: 
West Germany. By all means create a pan-European 
statute with the advantages of simplicity and of tax-tr 
that it might bring, but leave management-style out of 
tional styles must survive on their merits. 

It will be hard to persuade the continent of the v virtu 
such ad hocery. But Britain’s attitude will have no chan 
persuading anybody if it is seen only as part. of a | 
prejudice—that anything that comes out of Brussels stink 



























is to be rigged to enable one anti-democratic group t A 
part in it, in the hope of reducing another an 101 
group's chance of winning. Those applauding t 
clude Mr Duarte's North American patrons. 
presidents of four other Central American states, 
will themselves soon hold presidential elections (: 
It is the culmination of President Reagan's long anc 
campaign fo encourage democracy i in the region. NE 





Via democracy to death squads 


The prospect of an Arena victory is indeed frightful. : 
thing, it would almost certainly persuade America's Cor 
to stop sending the money upon which El Salvador's pr 
ous government (and its army) depend. More 
would probably unleash not only Arena’s own 
but the army’s, against the FMLN and anybody reckoned t 
associated with it. Is it right to be fastidious about the 
stitution if, with an economical reading of its provisiones s 
awful consequences could be avoided? 
The answer is yes. Respect for laws, rights and c cons 
tions is just what Central America's agony was meant to bi 
about. In pursuit of that, the hapless contra army was thri 
against Nicaragua's Sandinists, then on to the junk: heat 
pursuit of that, Mr Oscar Arias organised his posse of ele 
Central American presidents, and won his Nobel peace p 
Without that, democracy has no right to claim moral supe 


































o lack- 









Maybe the little countties of Central America are s 
national self-confidence and economic self-sufficiency 
democracy cannot work there. Yet other small, poor, un- 
“states make democracy work. The root of the isthmus 
ntries’ weakness lies elsewhere. They have always felt able 
blame their failures on others. Spain walked carelessly away 
om them. Then the overwhelming power to their north 
ng disregarded them, dominating them by purchasing- 
nower or, if that failed, by the marines. 
- That changed in the 1980s, and the impetus for El Salva- 
's try at democracy came from the United States. Now it 





ems headed for failure. Most of El Salvador's neighbours, 


os rue and false 
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"]D-TERM blues have caught up with Margaret Thatch- 
er's government. Its lead in the national opinion polls 
vaporated; at Richmond, in rural Yorkshire, it lost a big- 
hare of the vote than at any by-election since 1979. Yet 
Thatcher's ministers are calm. They have long been ex- 
ng the government's popularity to dip; indeed, some 
anxious that it should, so that the Tories had time to 
age a heartening recovery before a general election in 1991. 
Ainisters still do not believe that the opposition can mount a 
erious challenge to Mrs Thatcher. The next few weeks will go 
some way to telling if they are right. | 
.. While Richmond was an embarrassment for Mrs 
"Thatcher, it was a mixture of disaster and infuriation for the 
ppositions. Labour polled just 596. Between them, Mr Paddy 
shdown’s Democrats and Dr David Owen’s spp won 54% 
f the total vote, and again split it; this time Dr Owen’s jollier 
gcal candidate got the bigger half. So the Tories held the seat 
th 37% of the votes cast. Now Mr Ashdown has suggested 
hat he and Dr Owen should form a limited pact, so that in 
future by-elections they would not fight each othel. 
- It is easy to say that Dr Owen should instantly accept 
hese terms. In the general election of 1987, 23% of voters 
upported the old Alliance, believing that it offered policies 
hat did not depend on prior commitments to ideology or 
promises to interest groups. Since then they have been be- 
rayed with broken promises, pique and jealóusy. Amazingly, 
Richmond and the opinion polls show that about a fifth of 
the electorate is still prepared to support the politicians who 
ive done this to them. These voters may have grown more 
nical; they do not join political parties like they did when 
e SDP was founded eight years ago. Bug they still find the 
of Thatcherism too bracing, and Labour insufficiently 
mitted to their economic interests. Surely Dr Owen is not 
o let them down again! RB 
does not see it like that. The fate of the old Alliance 
ad Liber ‘of the Democrats and his 
Better to imagine a political 































nly if all three of Britain's opposition parties combine will they 








ders can off 


e of the contra po 
























































| m is not direct intervention. | 
The collaps licy has enforced restraint on the — 
United States. The collapse ‘of communist economics will, | 
with luck, make Russia equally cautious. —— ` B 
In this period of enforced restraint, it is best to leave the : 
Central Americans to deal with their own political messes. - 
But it is right to help them improve the economic — 
underpinnings of democracy, and this help should go most _ 
generously to those most serious about democracy. Perhaps | 
this will fail. Recent attempts to do otherwise have failed too. — 
The need to take that gamble is the lesson of El Salvador that ~ 
President Bush's team, once it is in place, will need to learn. 









Britain where there are many parties—Green 
Owenites, Ashdowners—each throwing up loads of ideas, 
each prepared for compromise after an election. É 


British questions need British answers. 


This is the voice of Signor Owen, Britain's only Italian politi- 
cian, dreaming that he can, like a Bettino Craxi, become: 
prime minister from a base in a small party. At other times, 
Britons hear Senator Owen, the American statesman, prepar- 
ing for a run at the presidency. The problem for his support- 
ers is that Britain has neither an American-style president nor 
Italy's electoral supermarket. It has a parliamentary govern- 
ment in which power accrues to big batta 








lions of MPs elected 
when they come first past the post in any constituency. This 
system does not favour parties (such as the Democrats and 
the spp) whose support is widely but thinly spread across the 
country. So the best message that an exasperated Mr 
Ashdown can send Dr Owen is: "Look, you can have all tim 
new politics you want after the general electio: en ! 
got enough seats to force somebody to give us pr portional 
representation. Until then, we should try to win seats by not 










splitting the centre vote.” E | * 

That sounds reasonable as far as it goes. But, as Dr Owen 
has taken to pointing out, it does not go very far. In 1 987 the 
Alliance got only 1096 of the number of seats that Labour 
won, with not much less of the popular vote. It does not need 
a genius to see that, unless Labour also agrees to some sort of 
electoral deal, Dr Owen and Mr Ashdown are going nowhere 
argumentatively. So the two big questions of British politics 
remain. Can the Labour party ori its own win the votes of 
middle Britain's modern capitalists, now with rather more 
shareholders than trade unionists, and far more houseowners 
than tenants? Or will it admit that Britons have changed sc 
much that it needs the support of parties which are not tied tc 
trade unions, corporatists and unilateralism? Until one o 
those questions can be answered with a yes, Tories can 
Right now, the answer to both is no. — . UE 
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A LIPS, Our People Dont Just Take Your International Parcels. They Take Responsibility For Then 


C 


ustralia Pty Ltd + Tel 662-4099 Brunei: Jayapuri (B) Sdn Bhd * Tel (673-2) 20119/23664 China, People's Republic of: 
2928. 831-3181 Hong Kong: LIPS* Tel 3-345402 Indonesia: PT Global Putra Indonesia * Tel. 351424- 
hikawa (0473) 27-6121 Korea: Korea Ltd. Airfreight* Tel. (02) 693-4419, (02) 690-2488 


For further information call Australia: Rohlig A 
China National Foreign Trade Transportation Corp * Tel. 831- 
3805702-343946-356314 Japan: UPS- Yamato Express Service Co , Ltd * Tel. Ic 








One By One. 


bs international parcel or document will never leave our control 
Wherever in the newly extended UPS network it may be going 
Everyone involved in your delivery is a vital part of the international UPS system 
Long before a UPS partner or authorized representative is allowed to satisfy vou, 
he must first satisfy us. And eighty years spent becoming the biggest delivery service 
in the LISA have made us very hard to please. Europe, the Pacific, Australia, North America 
Hidden in a maze of backstreets or miles from anywhere. If its within our network, 
well not only get your package there, we'll tell you when it will arrive 
And that includes to 600 million addresses in mainland China 
At times our passion tor efficiency may seem extreme 
But we see little merit in being the biggest unless you get there by being the best 
Thats why everyone at UPS is dedicated to a single task 


Earning your trust. One delivery at a time 


=o 


® 


United Parcel Service 


As sure as taking it there yourself. 


Macau: United Parcel Service * Tel. 3-345402 Malaysia: United Parcel Service * Tel 03-255-2566 New Zealand: FLI CARGO (N Z ) Ltd * Tel (09) 275-4009 Papua 


New Guinea: RLC Robert Laurie Co Pty Ltd * Tel 675 251511 Philippines: DelBros, Inc * Tel 472241 Singapore: LIPS + Tel. 289-1111 Taiwan: LIPS * Tel 7170580 
Thailand: LIPS * Tel. 511-4881 


® Trademark and service mark of United Parcel Service of America, Inc, of USA 
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When you need to know 
whats going on in the world. 


When the Kremlin wants to find out of the hourly news bulletins. Or the five 
what’s really happening in the West, they and a half hours of daily current affairs 
tune to the BBC World Service. programmes. 

They are only too aware of how The BBC World Service broadcasts 
accurate our news service Is. mainly on short wave, 24 hours a day in 

(On more than one occasion we've English and thirty-six other languages. 
been the first to tell the Russian people If you want to find out how to pick it up 
what is happening in their own backyard.) or what you will find when you do, write 

They know that every stor that. reaches to BBC World Service Publicity, Department 
us is checked for accuracy. E. PO Box 76. Bush House, Strand, London 


A team of editors and translators make WC2B 4PH. 
certain it’s balanced and unbiased. 


And only then will it appear in one DD WORI D SER VICE 
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adapt. So says 1 
TOAULMCCARTNEY and are the same 
> A age. | learned so on my 46th birthday, 
- courtesy of. a customised Hallmark card 
called "The Birthday Times”. Packed with 
ation about what happened in 1942, 
November 7th in particular, it arrived, as 
did, on that day. No thanks to the United 
tates Postal Service: it was faxed to my 
farm in Vermont, from which, about six 
onths each year, I run my $7m-a-year con- 

sulting business—in Palo Alto, California. 
- That small business started selling over- 
seas, via a joint venture, the year I set it up. It 
“is now launching a new product. More than 
20 subcontractors, from one-person shops 
to huge corporations, do everything from 
project management to design, packaging 
and distribution. Simultaneous launch in 

three continents is a near-certainty. : 
In contrast, consider Sears, Roebuck. 
This retail giant is to sell its 110-storey head- 
^; quarters—-a fair symbol of its corporate 
_ structure—in Chicago, strip out many of 







































x the 8,000 staff jobs there and sell parts of its 
-. balleyhooed financial-services arm, acquired 


`: in the sacred name of syn- 
. ergy. What has happened? 
Vell, one thing is that 
Wal-Mart, an upstart re- 
"tailer from Arkansas, is 
likely to surpass Sears's re- 
tail sales volume. A jump 
from $900m a year to $25 
billion has taken Wal- 
Mart just a decade. Its — 
headquarters has about as 
many storeys as layers of 
. hierarchy: three. 
. . Near my California 
home .lies Cupertino, 
^ home of Apple Com- 
—puter..Ás late as 1985, 
Ls many experts believed 
< that neither Steve Jobs's 
. genius nor John Sculley's 
. marketing wizardry could 
„save Apple from IBM'S 
‘tightening tentacles. Yet & 
BM has lost one-third of 
hare of the personal- B 
er market. Apple 
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competition, new thinking 





The giant pn that dominate world business are doomed unless they 
m Peters, consultant and author of ‘Thriving on Chaos" 


($8m sales a decade ago) 
and Compaq (not even a 
gleam in its founders' eyes 
in 1979) were chief cul- 
prits. IBM has been hit sim- 
ilarly at the top of the 
market by Cray, Amdahl 
and others, by Digital and 
friends in the middle. — 

In America’s $5 bil 
lion photofinishing mar- 
ket, the mom-and-pop 
“mini labs” have soared 
from a 5% market share 


beyond 35% in five years, The Peters principles 


mainly at Kodak's ex- 
pense. In steel, "mini-mills" in the 1980s 
have wreaked havoc on the majors. Some, 


like Chaparral Steel, from Texas, now sell to 


Europe. Billion-dollar Nucor is run by a staff 

of fewer than 20, with just three layers be- 

tween the chairman and the millworker. 

The "executive dining room" of its 

unglamorous headquarters in Charlotte, 

North Carolina, is Al's Delicatessen across 
— the street. 

One phrase sums up 
the weakness of the big 
companies: break-up 
value. Time Inc was put 
“in play" last September. 
Its shares were then sell- 
ing at $95. Yet most ana- 
lysts put its break-up 
value at $200 a share. In 
plain terms: defrock the 
chairman, dismantle the 
corporate staff, sell off the 
bits—and shareholder 
value will double. That is 
the logic behind huge le- 
veraged buy-outs like 
those at Safeway in 1986 
and RIR Nabisco in 1988. 


World overturned 
My customised bírthday 
card, my habit of manag- 
ing by fax and our world- 
wide product launch via a 
"network" of 20 organisa- 









tions are intimately relate 
failures of the giants. At lea 
forces are at work. Each isẹ 
together, they are overturning 
ery well-known precept . 
management. EN 
1. Unprecedented uncertaint 
assignment, with McKinsey 
1970s, was to evaluat i 

























prices over th 
years was tight; sm 
 tinuing falls weren 
tain. Inflation? Ha 
- a couple of percen 
a non-issue, Exc 
rates? Anyone mei 
ing them would have 
thought dotty. Cor 
tive analysis? Why be 
the same few, ck 
oligopolists had di 
up the market for eon 
Today one predicts the price of: 
thing—the dollar, a barrel of oil-—at.o 
peril for 1990, let alone 2015..As for con 
tition, neither banker, car- nor cor 
maker can guess what or who is coming 
from where. Stir in new technologies 
are altering the: fundamentals of di 
manufacture, distribution and organis 
alike, and you induce even fiercer vo 
No one with any claim to knov 
deny this, yet most still ignore the impa 
management. Today's management wi 
is predicated on stability. None of its too 
basic accounting practices, patterns of à 
nisation, formulation of strategy or 
force care—can cope with the new 
change. To the contrary, they hav 
carefully honed to deal with the op 
Our microeconomic theory too. Mos 
ries of the firm in competition stil 
long-term cost and production 
“Dynamic” economics, emphasising 
vation and continuous adjustment, . 
ceived scant attention. - i 
2. Time is becoming the main batt 
and weapon—of competition. ^" ~ 
The answers to uncertainty are spe 
flexibility, responsiveness, adap 
born of new—especially informa 
based —technology. Wal-Mart has fee 
from its stores only 90 minutes aft 
close, and makes decisions over a « 
times faster than Sears. Honda can deve 
à car twice as fast as America’s Big Three 
Mastering new technologies—a 
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ms of organisation to go with them—pio- 
s have revealed both a vast waste of time 
vast opportunities. In textiles, Milliken, 
partanburg, South Carolina, no longer 
es months to create a new customised 
duct but barely a day. At Boeing a com- 
machined part typically undergoes a 40- 
ge, l'à-mile journey in 21 days; in 
eing's newest plant it will make a 13-stage, 
0-yard journey in four days. In personal 
mputers, Everex, of Fremont, California, 


?", continuously polls its telemarketers. 
¿shifts its production mix every two 


S. . 
Some tools for the new time-based com- 
on are highly sophisticated: flexible 
facturing systems and computer-inte- 
| manufacturing; electronic data inter- 
; which hooks up everyone (supplier, 
ducer, distributor, end-user) to everyone 
Ise. But organisation and employee involve- 
ant are just as important. Some successful 
experiments in just-in-time stock manage- 
ment are low-tech. At AMOT Controls of 
Richmond, California, it was not automa- 
on but workers’ ideas that cut machine set- 
me from eight hours to ten minutes. 
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ate-a-bathtub revolution 

All markets are being fractured as 
ucts are increasingly customised. 
For a taste of the customisation/in- 
rmation-added revolution, consider a 
ithtub. A tub is a tub, seen one, you've 
en them all? Not so, says American Stan- 
rd: it's a value-added opportunity. The 
v's 1988 catalogue describes its $30,000- 
Ambiance 2,500 model: 


erature setting, time-of-day clock . . . five 
ote-control appliances... all features can 
perated from bathroom and one other 









ling itself the "zero response-time com- 


. firm removed a lot of it, such as automated ti 
stock-handling systems. The key was atti- —— 


— € ER 


such as "My Space Adventure". Five min- 


utes later, a desktop-published, bound book - 


pops out of a laser printer: “Eight-year-old 
Bonnie of East Street, St. Louis found her- 
self..." Time already surprises a few sub- 


scribers, who open their issue to find per- - 


sonalised advertising: "Dear Mr Peters, 


won't you consider buying . . . ” By the early . 


1990s Time plans to provide 4m such 
customised variations of itself each week. 
This in-the-product kind of custom- 
isation through information technology will 
one day be the most important. So far, it 
plays second fiddle to more centralised iT 
uses aimed at customisation: computer- 
aided design, flexible manufacturing sys- 


tems, electronic data interchange in distri- 


bution. Packaging of information to create 
new products is a third major area. 

In “The Next Economy”, in 1982, Paul 
Hawken argued: "The single most impor- 
tant trend is the changing ratio between 
mass and information in goods and ser- 
vices." True, and the impact is already pro- 
found. No longer is any market or product 
mature—another reason for the surge of 
newcomers even in old industries like steel 
or retailing. All are immature, all being rede- 
fined, fragmented and customised. Conven- 
tion talks of "niche markets.” In fact, there 
are no non-niche markets any more. 

4. In these new battles, quality, design and 
service are gaining importance. EE 

In 1980 Hewlett-Packard shook Silicon 
Valley by volume buying of Japanese inte- 
grated circuits, because they were far more 
reliable than American ones. America has 
made progress since then. In its integrated- 
circuit product lines, National Semiconduc- 
tor has cut defects from 7,800 parts per 1m 
to 38. Xerox and Corning Glass are making 
similar strides. The United States now has a 
"quality month" and a new "national qual- 
ity award". Yet quality is still not an obses- 
sion. A recent Pentagon report summarised 
a two-year examination of a big Air Force 
depot: 8996 of spare parts held had major 
flaws, 796 minor ones. Business Tokyo last 
year recounted the problems between 
Boeing and Japan Airlines. Boeing's aircraft 


arrive with hundreds of defects. Most are 


trivial; the trouble is, there is no such thing 
as a "trivial" quality problem to the Japa- 
nese, let alone to JAL. 


Across-the-board dedication to quality 


sounds simple. But it takes more than meets 
the eye. Advanced technology—high-preci- 
sion machinery, say—is one important as- 
pect. But look at motorbike-maker Harley- 


Davidson. It was on the brink. Its chief 


problem: quality. Today it is teaching others 
about quality improvement and just-in-time 





These are keyed into a PC, and the + 
icks one of a selection of stories, ^ | 


































































tude, organisation, employee involvement 
and a shift from adversarial to partner-like 
relations with unions and dealers alike. 
Design, too; must become a British and 
American preoccupation. So it is at a few. 
top firms. But even attention to design, let 
alone obsession, is rare. And it is obsession 
that leads to the ‘design-centred/user- 
friendly approach that marks such match- 
less companies as Sony or Apple. - Seis 
Service means seizing the many oppo 
tunities for adding value in distribution. It 
means competing in time. It means old-fash- 
ioned empathy and reliability. The idea of 
“service added" is—belatedly—catching 
on. ICI's former chairman, Sir John Harvey- 


Jones, in his autobiography “Making It Hap- 


pen”, contended that his firm was quickly 
becoming a “chemical services company’’, 
nota "chemical company ". Dartmouth pro- 
fessor James Brian Quinn calls this shift 
from making widgets to being a service-pro- 
vider the "single most difficult transition for 
the average manufacturing company’. 


Wake up, Goliath 

5. Quality, design, service and competing-in- 
time alone require stem-to-stern reshaping 
of attitudes, organisation and procedures. 
Giant firms can no longer behave as they 
used to. B 






inventory management. But the story is not — cotte 
about technology—except in reverse: the 






















set large organisa- 
y irreversible. The only hope 
'ate brand-new, autonomous units. 
th units have loomed large in the re- 
iking of most old-line organisations, 
sivas General Motors (Saturn is its first 
new independent division since 1918), iBM 
one of its new units spawned the personal 
computer), Campbell Soup, Procter & 
amble, Du Pont. But results are mixed. 
When the need is speedy innovation, there 
ire no panaceas for the big outfit. There are 
it even many good ideas. 
New organisational configurations are 
'eginning to dot the landscape. 
About 2,000 years ago, the Chinese in- 
vented hierarchy. The West has been polish- 
. Ing it ever since. But as competing in time, 
. customisation, market fragmentation, the 
link-up of all to ail, attention to fast-paced 
n-and quality move to the top of 
à genda, hierarchy is ceasing to work. 
"flattening the pyramid" or "belt 
ightening" is not enough. Hierarchies are 
rely machines that process and agglomer- 
te information, each level adding a further 
egree of synthesis. So, as we develop tech- 
iology-based information- -processing (and 
dd in twists such as expert systems), and 
especially as we link the systems in networks, 
~ inside and outside the corporation, hierar- 
chy's reason for being recedes. It must go. 
Going it is. Take Nucor and Wal-Mart, 

. with their three layers of management. Or 
$5 billion Federal Express, whose founder, 
Fred Smith, says its layers of management 
will not go beyond five as long as he's 
breathing. Such firms and a host of others 

"bear virtually no "lines-and-boxes" resem- 
blance to their predecessors. Yet these are 
. not “mom-and-pop” firms that have got the 
-. drop on sluggish, big ones. They are mom- 
and-pops that have grown big themselves— 
retained the unhierarchical shape and 
"arkle of their youth. 

‘hile hundreds of experiments blos- 
„America, from Silicon Valley to the 
. Rust Belt, resistance is phenomenal. Even 
“timid. attempts to lop a layer or two out of a 
. dozen are fiercely contested. This is not just 
` a power struggle. The concept of the orga- 
` nisation is at issue. A Levi-Strauss executive 
. argues that "bricks and mortar” are not the 
essence of his firm any more. But what is? 


r ; Hell, we invented it, 
^ Bit mean wis 
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ome combinati 


nisation" begin and end? Who is part of it, 
who's not? There is only one honest answer: 
who knows? 

7. Old ideas about economies of scale are 
being challenged. | 

Merger waves roll across Europe and the 
United States: is big becoming more beauti- 
ful in the “global marketplace"? But de- 
mergers and break-ups also are in vogue: is 
big dead? Huge Japanese firms succeed. So 
do medium or small Italian firms. What does 
this tell us about scale? 

Scale itself is being redefined. Smaller 
firms are gaining in almost every market, at 
least in America. (Even Peter Drucker, fa- 
ther of modern big-firm management, now 
advocates the "mid-size" company.) Even 
the tiniest firm can usually do some activ- 

ity—from plant watering to specialised legal 

services—better than a giant. So we see a 
spreading trend toward de-integration and 
subcontracting. 

Is my small firm big or tiny? Tiny. But it 
is doing quite "big" thíngs via networks of 
sizeable partners: we are pipsqueaks in a big 
network, even controlling the network from 
time to time. Meanwhile Goliath after Goli- 
ath is joining networks of smaller firms—for 
a time or permanently—to seek both inno- 
vation and efficiency in fragmenting mar- 
kets. Bigness may well continue to be effec- 
tive, but big is frequently coming to mean 
collections of smaller firms in new organ- 
isational combinations. Again, information 
technology is one key. But so, again, are atti- 
tude toward oddball partnerships, new and 
revamped ideas about structure and what is 
or is not inside the corporate fence. 


Partnership pays 
8. Single organisations are giving way to cO- 
operative networks, That is frightening, 
especially to Americans, with their instinc- 
tive adversarial approach to everything. 
Arm’s-length transactions with suppli- 
ers, for instance, are the American norm. 
Get as many suppliers as you can. Then 
make them bid against each other. Next, 
shake them down a little bit more, then pick 
two or three for the next year or two. Then 


repeat the process. It’s as American as apple 





pie—and hopelessly incompatible with com- 
peting in time, constant inno- 
vation and improvement, even 
simple efficiency. 

Over the past few years, 
Xerox has slashed its suppliers 
from 5,000 to about 350, and 
plans to cut the number fur- 
ther still. Each of the ones left 
is (or is becoming) Xerox's 

"partner", each company aim- 
ing to make the other profit- 
able. Paul Lawrence, of Har- 
vard, calls this a value-added 


inside the firm and electronic data inter- 
change outside it. Where does "the orga- 


_ two-thirds of Japan's popcorn market). - 









McKesson Corporation, a an i 
billion San Francisco drug-distributo 








What makes McKesson so powerful—a 
makes it a VAP—is the understanding t 
player in the value-added chain has a. 
the others’ success. McKesson managers s 
entire VAP—not just one part of it—as: 
competitive unit. It was rhis awareness tha 
lowed them to look for opportunities bey 
their own corporate boundaries. 






























It is easy to say, but say it in a semina 
parade of questions follows. “Why 
supposed to train them (suppliers) in q 
ity" Yet such training is the 
many of the advances some firm 
in conjunction with their suppli 
9. The idea of internationali atio 
is taking root. a 
A Japanese consultant, Ken | 
pooh-poohs trade imbalances, re 
that we are all each others’ subcon 
He may understate the gravit 
matched trade flows, but he is ri 
the way markets are shaping. W 
products or services to local needs 
almost any national market today of 
opportunity for the enterprising fir 
size in any industry. 8 
.. Take American companies’ w | pu 
ised problems in selling to Japan. Yes 
has hiccuped there, but many others. 
succeeded: IBM, for instance, ServiceMa 
(stunningly successful in contract hospita 
cleaning), 7-Eleven (a convenience retaile 
now one of the most respected compani 
Japan) and a host of smaller outfits, such 
A.T.Cross (pens) or Weaver Popcorn (w 






































































10. Despite technology, the line worke 
committed to constant im 
and instantly retrained must bec 
chief agent for adding value and a 
continuous innovation. . 

Shoshana Zuboff's "In the Age of 
Smart Machine" paints a remarka 
ture of just how tough that transition 
be. Many traditional supervisors cal 
handle the idea of "workers" looking 
minals "thinking". Yet  experinm en 
work-force engagement—at Ford l 
and GM, for instance—are impres 
sceptics, Wn or without 
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lity inspection to 10096 of the industrial 
eering. New technology? Hardly any. 
o hnsonville Foods in Sheboygan, Wis- 
sin, workers in teams, with no identifi- 
sle hierarchy above them, do hiring, firing, 
nd personnel evaluation. All are trained in 
ounting, economics, statistics—and so 
andie their own quality control, and pro- 
Ose, track and amend the team budget. 
rkers develop new measures of quality 
nd productivity, and evaluate themselves. 
eams propose new products, and suggest 
nd implement all kinds of improvements. 
1 featured Johnsonville in a 1988 video. 
ome old-line companies are afraid to show 
: they see such worker independence as à 
hreat. Never mind their own sagging mar- 
ins or slipping market share. Enough, they 
', is enough. Ouch. 

| This cowering response should come as 
o surprise. American (and British) workers 
ave been appallingly treated throughout 
ne industrial revolution. A recent seminar 
or a giant company showed up deep-seated 
imptions—and their effects. A vastly 
tly new facility incorporates state-of-the- 
rt technology. The choice of technology 
s disputed, but not that it should be state- 
f-the-art: of course, that is the firm's his- 
oric. bent. But what about training (the 
ompany has had continuous quality prob- 
ems and shaky labour relations)? Questions 
ch as "How can we justify it?” suddenly 
lled the air. The idea of a “world-class 
- NOrk-force"" was as new to these managers as 
“world-class technology" is conventional. 

o The logic of worker-led improvement 
nd continuous learning is plain. Moving 
ar faster than in the past, improving quality 
d productivity every day, slicing product 
oduction times by 80% or 90%—each 
jective necessarily means empowering ev- 
jone to make decisions. Yes, everyone. 
ie firm simply cannot pass the papers up 
nd down, back and forth, again and again, 
ind still keep up with quicker-witted rivals. 

. The information-technology revolution 
s here. But coping with it—as hundreds of 
ompanies have found out—requires a still 
reater people revolution. Take “just- 
time". Technology can help, but it 
n also hinder if the "people" part is 
t done right and with zeal. As Ed 
ay says in "The Just-In-Time Break- 
rou ugh”, | 


Reducing set-up time [the most impor- 
nt element of jT] is not an engineer- 
ing project. It is an employee-involve- 
ment. and team-work project. 
Engineers concentrate on the mechan- 
ics, the machine itself... The real time- 
consumer is the changeover process, the 
administrivia or prework . . . Engineers 
want to reduce set-up time with technol- 
y; by buying things . . . The (real) goal 
organise and | choreograph mines. 








eai- - These ten rushing Puri individually r 
but vanished. Workers do everything from i i 





multiplicatively, leave little of traditional 
management intact. Sources of competitive 
advantage, people, structure, organisation 
boundaries, accounting systems, relation- 
ships, hierarchy, even time itself, all are in 
flux. But—the key question—how do we get 
from here to there? 






Train ‘em ? 
Next thing they'll be . 


Sir John Harvey-Jones in his book con- 
tends that a concern for people and pressure 
for change are the essence of stewardship, 
particularly i in these turbulent times. Before 
he took charge, ICI was becoming sluggish. 
Yet it was far from death's door, and his in- 
terventions, though significant over time, 
were hardly earthshaking at the start. Look 
at the depth and speed of the incursions be- 
ing made into firms like Sears, GM, Kodak or 
IBM—and one can ask whether there is time 
for such modest experimentation. 

What are the alternatives to incre- 
mental, though cumulatively potent, re- 
form? Dramatic change often comes only as 
a response to imminent collapse (Chrysler) 
or to a corporate raider like Carl Icahn. It 
takes the raider and subsequent break-up, 
or a management buy-out (the usual alterna- 
tive), to make management do, quickly, 
what it should have done long before. 

A ferocious attack by a predator forced 
Safeway, with 2,315 stores and $20 billion in 
turnover, into a leveraged buy-out (LBO). 
Management took on $4.7 billion in new 
debt. Just over a year later the number of 
stores had been halved, turnover was down 
to only $14 bill liotecanid overall profits were 
higher than they had been before. Some 
$2. : hillion of debt had iod been retired. 


















collar and white-collar alike, and aian a 


prospects are still unclear. Arguably, steps 
such as a vital agreement with the unions 
could not have been made except under 
pressure. Yet why did management wait so 
long to take such clearly necessary, if drastic, 
actions? What was its idea of “maximum 
possible change”? What is it now? 

It is too soon to be sure of the impact of 
LBOs. But the early evidence is consistent 
with this example. One study. suggests that 
firms, after an LBO, are increasingly produc- 
tive and create new jobs several times faster 
than the economy-wide average. More sur- 
prising, since a big criticism of LBOs is the 
crimp put on long-term investment, the re- 
search found capital spending among LBO 
firms several times the industry average. 

Is there a middle way: something be- - 
tween ICI's chairman signifying a break with > 
the past by shifting executives’ meetings — 
from the boardroom to his office, and a Sy 
day-afternoon call (the preferred time) fro 
Mr Icahn? If so, it has not made itself widely 
known. True, some people are not both- 
ered. Why worry about the big firms, argues 
the entrepreneurial-supremacy school led by 
supply-siders like George Gilder, so long as 
capital-gains tax is low and entrepreneurial 
spirit and start-ups high? Others argue that 
it is macroeconomic management that will 
decide the future. I look lower down. 


What is a person? 
I begin with five questions. What is an orga- 
nisation? What is a product? What is a mar- 
ket? What is a person? What is a customer? 

] used to think I knew the answers. I 
don't now. Is an organisation a pyramid, a 
network, a network of organisations? Where 
are its boundaries? Is the idea of boundaries 
even helpful? Is a product a lumpy object, or 
a little lump with a lot of software round it? 
Is a market a collection of people sharing the 
same habits? Or an individual (ten peop 
ten markets)? Or a computer answering as 
other computer and automatically placing 
an order? Is a person a pair of hands, a head, 
a true strategist even if he or she works on 
the front line? And what is a customer? An 
adversary? A partner? 

Yes, the macroeconomics are im- 

— portant. But my worry is the micro- 
economics—especially how big com- 
panies are going to deal with the 
transition defined in part by the 
agenda above. Our so-recently tried- 
and-true (yet still recent) manage- 
ment tools are, arguably, worthless, 
many downright dangerous. There 
ts of experiments to watch, pio- 
ting bosses to learn from. But is 
hift being made fast enough? The 


uon) is he, one Eat will. lead the 
league tables i in the decades ahead. 
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The meaning of Fang 


FROM OUR CHINA CORRESPONDENT 


RESIDENT BUSH'S “friendly” visit to 
China last weekend turned out to be 
anything but. The set-piece talks between 
Mr Bush, who had briefly been America's 
envoy in Beijing in the mid-1970s, and his 
Chinese hosts went well enough. But then 
the president threw a dinner party. Those 
invited to his farewell banquet included not 
y Mr Li Peng, China's prime minister, 
also Mr Fang Lizhi, an astrophysicist 
who is the country's best-known dissident. 
The implicit rebuke to China for its (still ap- 
palling) record on human rights was obvi- 
ous; and the security police made sure that 
Mr Fang and his wife never got to their din- 
ner-table at Beijing's Great Wall Sheraton 
hotel. 

The Chinese did nothing to hide their 
anger, and it did not end with Mr Bush's 
visit. The day after he left for South Korea 
the Chinese expressed their "intense dis- 
satisfaction" over the invitation to Mr Fang. 
The strength of their reaction seems surpris- 
ing. They had been told that Mr Fang was 
being invited. The Americans said he 
would almost certainly do no more 
than shake Mr Bush's hand, and they 
were careful not to invite an even 
more radical dissident, Mr Yan Jiaqi, 
a former political scientist at the Chi- 
nese Academy of Social Science who 
Q- calls for a free press and a gen- 

ine multi-party system. The Chinese 
took no measures to stop two other 
dissident guests from- coming, a 
Marxist theorist called Mr Su Shao- 
zhi and an officially disapproved-of 
playwright, Mr Wu Zuguang. 

It is true that Mr Fang is a par- 
ticular thorn in the authorities' side. 
A smiling English-speaker, he is the 
West's favourite Chinese dissident, 
too well-known abroad to be silenced 
by prison. Western journalists who 
call him "China's Sakharov” are 
wrong. Mr Andrei Sakharov is an- 
other physicist-dissident, but he be- 
lieves in Marxism; Mr Fang says it is 
bunk. What really worried China's 
leaders, though, was that Mr Fang's 
invitation could, in the words of the 
party boss, Mr Zhao Ziyang, lead to 
"very serious” consequences. 

Mr Zhao was clear about how: 
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We don't export our system to other countries, 
nor do we copy systems from elsewhere. The 
support by some people in the US for those peo- 
ple dissatished with the Chinese government 
will not contribute to China's political stability 
and the current [economic] reform. Nor will it 
be conducive to the friendship between China 
and the Us. 


In other words, the struggle in China be- 
tween conservatives and reformers is again 
at a delicate stage. The last thing the hard- 
pressed reform camp needs is rising dissent 
or, worse yet, public disorder to give the 
conservatives more weapons for their fight. 
Mr Fang, who was the inspiration for the 
student demonstrations in the winter of 
1986-87 that led to the fall of Mr Hu 
Yaobang, then Communist. party chief, 
makes Mr Zhao especially uneasy. 

Mr Zhao and his fellow reformers are in 
a difficult position. A debate has been rag- 
ing about how far the economic reforms 
should. go. The conservative “correction” 
forced on the reformers last year, intended 





The man who didn’t come to dinner 


to dampen inflation and restrain the grow- 
ing economic independence of the prov- 
inces, has only made things worse. 

The State Statistical Bureau has just re- 
ported that grain production—a politically 
sensitive figure—fell by more than 2% last 
year, and that more than a third of China's 
city-dwellers suffered a fall in their real living 
standards. Unemployment was 2.1% of the 
non-agricultural workforce last year, a figure 
that is officially expected to rise to 3% this 
year (private economists say 4% is more 
likely). And inflation was the highest since 
before the Communist revolution (retail 
prices this January were 30% up on a year 
ago). Yet the economy was surging: China 
recorded real GNP growth of more than 11% 
last year and industrial output grew by some 
20%. 

Austerity-plus-overheating angers many 
people. Too many, for the leadership's com- 
fort, are grumbling loudly over corruption 
and the widening gap between rich and poor 
provinces and rich and poor people. No 
wonder that, as Mr Zhao's support within 
the party erodes, he should go back to re- 
pression before the dissidents can gather a 
bigger audience. 

The trouble is that Mr Deng Xiaoping's 
"open-«door" economic policy has been 
loosening restraints of all kinds, making it 
harder and harder to control dissent. It is 
guessed that as many as 100,000 peo- 
ple have poured into Canton alone in 
the past few months looking for a bet- 
ter life in that boom-town. If this 
unauthorised mass movement is be- 
yond the government's control, so 
are a lot of free thinkers. A few days 
after the rebuke to Mr Fang, more 
than 100 intellectuals announced 
China's first environmental lobbying 
group; it will campaign against a dam 
project on the Yangtze river. 

he Chinese fascination with 
anniversaries will offer further oppor- 
tunity for trouble. This year marks 
the 40th anniversary of the Commu- 
nist revolution. Already a petition 
movement is calling on the govern- 
ment to celebrate it by releasing the 
most famous victim of the "democ- 
racy-wall" crackdown in 1978, Mr 
Wei Jingsheng, and other political 
prisoners (a suggestion also made by 
none other than Mr Fang, in a letter 
to an exasperated Mr Deng). This 
year also sees the 70th anniversary of 
the "May 4th movement”. On that 
day in 1919 students began protests 
that eventually forced the Chinese 
government to reject the Versailles 
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T y. complex. : 
Fang shows that the same is true in politics. 
Prices and thoughts are alike: you can regu- 
late them by central planning or by the mar- 
ket. Much as they hate it, China's leaders 






De 
enitatidably fear : a long h | 
ich the cries of dissidents are s echoed IY 


ship will choose, when at last it is forced to 
make a choice, is anybody's guess. 
ee | 





)M OUR TOKYO CORRESPONDENT 


cal handouts from Recruit. Mr Takeshita 
can hardly now believe that the Recruit in- 
vestigation will lose its sting before this sum- 
mer's election for the upper house of parlia- 
ment. The alternative, which his aides are 
hinting may unfortunately become neces- 
sary, is to throw Mr Nakasone to the wolves. 

The Recruit investigators have been 
nailing senior managers at the state-owned 
Nippon Telegraph and Telephone (NTT) 
company for helping the Recruit group get 
into the lucrative business of leasing high- 


Mr Yasuhiro Nakasone, who was 
h Japan’ s prime minister from 
1982 to 1987, looks more 
like a wanted man each 
day. The Tokyo district 
crime-busters investigating the 
n ~ Recruit Cosmos share scandal 
ve lately been concentrating almost exclu- 
ari the so-called “NTT route", which is 
d to lead to Mr Nakasone's back door. 
Now the opposition parties in. parliament 
re demanding the former prime minister's 
iead. This week, to prove they are serious, 
hey blocked parliamentary business. 
— The present prime minister, Mr Noboru 
Ikeshita, had been hoping that the Recruit 
siness would just fade away. He is sorely 
sappointed. After a series of defeats in lo- 
| by-elections, the ruling Liberal Demo- 
ats now find they cannot put up a candi- 
te for the forthcoming election. for - 
vernor in Miyagi prefecture. Mr Kazuo 
ichi was made to withdraw as candidate af- 
r it was learnt that he had pocketed politi- 








have also been grilling Mr Hisashi Shinto, 
the former chairman of NTT, about his con- 
nection with Mr Nakasone. The public pros- 
ecutor wants to find out what part Mr 
Nakasone played while prime minister in 
getting NTT to buy supercomputers from an 
American company, Cray Research. Did he 


buying them secretly for Recruit and using 
its official clout to haggle for a lower price? 


sales rebates finish up? — 


ington in May 1987 that NTT would be pur- 





he swears this was neither of the twe 


D sold. 


; shares at 


"Over ^^ 
the: compa 


are beginning to realise that you cannot reg- ` 
ulate them by both. Which tool the leader- 


speed digital communications lines. They - 


know that the giant telephone company.was - 


| In whose pocket did the ¥170m ($1.4m) in - 


Mr Nakasone admits that he told Presi- ni 
dent Reagan during their summit in Wash- — tion is envisaged this year, even though 
. Liberal Demnoctats headquarters has go 
chasing another Cray supercomputer, But on red alert. - 
chines NTT bought and secretly ly resold to Re- 

cruit, Explain then, say Mr Nakasone’s crit- - 

| ics, why your aides should have been - 

i 29,000 Recruit Cosmos . 


a _ knockdown: : 
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and Mr Masaharu Gotoda, chairman of its 









ny we pub ic. 

On February 27th Mr Nakasone broke 
eight months of silence about his role in the - 
affair. In a press conference on nationwide 


television, he said the. share dealing had 





been done by his two secretaries and an off- 
cial in his political organisation; he blamed 
himself only for not supervising his staff bet- 
ter. lapan's normally acquiescent journalists 
were less than satisfied. xe 

The biggest opposition party, the Japan 
Socialists, brought the budget committee's 
proceedings in parliament to a halt when 
the government refused to comment on 
whether Mr Nakasone had indeed nomi- 
nated Mr Hiromasa Ezoe, the former chair- 
man of Recruit, to the government's influ. 
ential Tax Systems. Research Council. The 
opposition wants Mr Nakasone to be 
brought before the house for questioning. 
under oath. Otherwise, it says, the gove 
ment may as well kiss its 1989 budget gov. - 
bye. The former prime minister, who had 
been planning to leave the day after his 
press conference for a two-week visit to 
America, was persuaded to stay at home—in 
case he is needed. —— 

The three main opposition parties—the 
Japan Socialists, the Democratic Socialist 
party and Komeito. ("Clean Govern- 
ment’’}—may now start pushing for a lower- 
house election to coincide with the sum- 
mer's upper-house one, if not before. The 
prime minister's office. has fixed the upper. 
house election for July 23rd. That puts it one 
week after the Paris summit of the world's 














‘seven main industrial countries, instead of 
two weeks before as originally planned. The 
thought of bringing back from Paris some- 


thing to please Japan's increasingly grumpy 
rural voters may not have escaped Mr 
Takeshita. Officially, no lower-house elec- 





^. Despite the crisis, Mr Takeshita has still 
not come under pressure from his own party 


to resign. The. prime minister's only appar- 


ent rival is the party's secretary-general, Mr 


Shintaro Abe, also tarnished by the Recruit 
‘talk of an interim cabinet to su- 
pervise an early general election is getting 
ouder. Two names keep cropping up as the 


- most plausible leaders of a temporary gov- 


ernment: Mr Masayoshi Ito, the chairman 
of the Liberal Democrats’ executive council, 




















special committee on political reform. The 
elderly Mr Ito is remembered as a symbol of 
integrity in Mr Nakasone's government. 
Who has been pushing him forward? The 
footprints lead remarkably close to Mr 
Takeshita's own office, giving intriguing 
new scope for speculation. 





Afghanistan. 


Call us again 
sometime 


EADERS of the Afghan resistance have 
at last set up an “interim government” 

for their country. But they are kings without 
a castle. When on February 24th they asked 
all countries for recognition, they were met 
' h silence. Even their best friends, Amer- 

.. and Pakistan, said in effect that they will 
get recognition only when they have moved 
out of the Pakistani border town of Pesha- 
war and into Afghanistan, and can prove 
that they have the support of most Afghans. 

The interim president, Mr Sibghatullah 
Mojaddidi, said that his cabinet would meet 
inside Afghanistan "within a month". But 
where? A mountain cave is hardly attractive 
for a group of men who have for years en- 
joyed the best of everything in Peshawar. 
They look longingly to the capital, Kabul. 
Even the main provincial towns of Jalalabad, 
Kandahar or Herat would be acceptable. All 
these, though, are still in the hands of the 
government of Mr Najibullah, who infuriat- 
ingly strokes his moustache despite the de- 
parture of the Soviet army. 

The only people who could take a town 
for the Peshawar politicians are the muja- 
heddin fighters who made Afghanistan un- 
tenable for the Russians. At the moment 

9 show no desire to present the politi- 

s with this gift. They say the shura 
(council) which elected the interim govern- 
ment did not represent the fighting men, or 
even all the politicians: the pro-Iranian par- 
ties walked out two weeks ago. Perhaps more 
important, the guerrillas are not sure they 
can capture and hold a town. 

When the Russians left, they be- 
queathed Mr Najibullah a defence system 
that was as secure as human ingenuity could 
make it. Kabul is not a natural fortress. It is a 
large town that sprawls out into a large prov- 
ince, also called Kabul. The Russians set up 
three concentric rings of defences around 
the town, the farthest some 20 miles from 
the centre. At every point an attacker would 
pass there are gun emplacements or tank po- 
sitions. The defenders just have to stand 
their ground and shoot at anything that 
moves. Jalalabad is similarly well equipped 
for defence. Kandahar and Herat are old cit- 








No place yet for Mojaddidi 


areas of them to create free-fire zones. 

The guerrillas’ hope was that, once the 
Russians left, morale in the Najibullah camp 
would crumble and the regime would fall 
without a serious fight. Perhaps it will. One 
of the resistance groups in Peshawar, the 
Jamiat-i-Islami, claimed this week that the 
day after the Russians left 10,000 of Mr 
Najibullah's soldiers had joined the resis- 
tance. Diplomats in Pakistan said they be- 
lieved there had been defections, but not 
that many. In Kabul the government said it 
could hardly remember when things had 
been so quiet. It has taken its tanks off the 
streets. Cheekily, Mr Najibullah convened a 
shura of his own. The 30 or so foreign jour- 
nalists who had stayed behind to report the 
deluge when the Russians left were hard put 
to it to compose a decent telex. 





Malaysia 


The politics of 


heredity 


FROM A SOUTH-EAST ASIA CORRESPONDENT 


HE election of a king, as befits the con- 

struction of any oxymoron, is usually a 
delicate affair. On March 2nd the nine he- 
reditary sultans of Malaysia decided, in pri- 
vate and with great decorum, who among 
them should be the country's king for the 
next five years, and who deputy king. Un- 
usually, the result had not been arranged in 
advance. 

Malaysia's yang di pertuan agong holds 
an office of recent coinage. In 1957, when 
Malaya (as it then was, before Sarawak and 
Sabah joined the federation) won indepen- 
dence from Britain, a federal monarchy and 
a Council of Rulers consisting of the nine 
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sultans were conceived of as a balance to the 
power of an elected parliament. Malaysia's | 
king supposedly acts as head of state, pro- 
mulgator of laws and appointer of officials. 
Most of the king’s power was theoretically 
removed in a constitutional confrontation 
in 1983, when parliament asserted its right 
to pass legislation over the veto of the sul- 
tans. In practice, no parliament has yet had 
the temerity to defy the nation's spiritual — 
and temporal rulers so baldly. 

The election has, in the past, been pre- 
dictable. This time there was uncertainty. 
Yet in the event tradition was followed. The - 
winner was the incumbent deputy king, 
Azlan Muhibuddin Shah, the sultan of Pe- 
rak. The top job is meant to be offered to 
each of the nine royal houses in turn; Pe- 
rak's was the only one never to have had it. 

Azlan Shah is an eminent jurist. Rich - 
and good-looking, he is also popular. Only 
two objections might be made to him. He is - 
married to a commoner (less of an obstacle 
that it might once have been; after all, so is © 
Japan’s Emperor Akihito). More seriously, 
he is said to be on bad terms with Malaysia's - 
prime minister, Dr Mahathir Mohamad. 

Dr Mahathir is the first commoner to 
hold that formerly patrician job. He and the - 
sultan of Perak became enemies during the — 
1983 constitutional fight, when the sultan — 
was chief justice of the Supreme Court. 
More recently, the prime minister has — 
crossed swords with the judiciary in a power- — 
struggle between the old order and the new 
technocrats. The sultan of Perak is known © 
to feel strongly about the independence of | 
the judiciary, and is presumed to believe — 
that the monarchy is needed now more than - 
ever as a counterweight to parliament. " 

The speculation may be ill founded. — 
Similar predictions of potential conflict — 
were made about the outgoing agong, King 
Iskandar, who has in fact got on well with Dr 
Mahathir. In any event, the prime minister, - 
still convalescing after a heart operation at 
the end of Janauary, had not been well — 
placed to lobby for his preferred alternative 
candidate, the sultan of Negri Sembilan. 
Traditionalists, however, had been mutter- 
ing darkly that, if Negri Sembilan were 
elected, the principle of orderly succession 
would be disrupted and politics would irrev- 
ocably enter the monarchy. They can relax. 
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Thailand 


A golden thought 


FROM A SOUTH-EAST ASIA CORRESPONDENT 


S THE "land of smiles", as Thailand's — 

tourist brochures describe it, about to be- 
come a regional power? It has the where- 
withal. There are 55m Thais, and the Thai — 
armed forces have more than 250,000 well- — 
equipped men on active duty. Thailand's 
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| > | FROM OUR INDIA CORRESPONDENT 


TITH Mr Rajiv Gandhi due to face 
© V Y India's voters this year, it was as- 
"sumed. that the budget which his govern- 
„ment presented to parliament on Febru- 
vary 28th would be an election document. 
- Soit was. Gone were the deregulation and 
liberalisation that had marked his early 
budgets. In came a job-creation scheme 
worth 5.2 billion rupees ($340m), other 
- welfare measures—including a free sari 
.for poor women—worth 7.2 billion ru- 
pees, and increases in income taxes and 
ndirect taxes. The giveaways can be ig- 
. nored. What Mr Gandhi or his successor 
cannot ignore is that the Indian economy 
refusing to be taxed any more. 

Most economists expect India's GNP to 
“rise by around 1196 this year in real terms. 
Government: revenues, however, are go- 
ng down. The central government's defi- 
cit on current spending rose to 110.3 bil- 
lion rupees in the 1988-89 financial year. 
` This was well over 3% of GNP, and almost 
-12.3 billion rupees more than the govern- 
-ment predicted. An unexpected spurt of 
-GNP growth should have raised revenues 
above target; it lowered them. 

- The paradox is not new. Industrial 
-output in the 1980s has been growing on 
„average by more than 896 a year—2% 
¿faster each year than in the 1970s. But tax 
revenues grew more rapidly in the 1970s 
than in the 1980s. The reason is simple. 


































































conomy, which has grown by an average of 
more than 6% a year for the past three de- 
ades (and last year by around 1196), dwarfs 
ll others in South-East Asia except vast, 
werpopulated Indonesia's. Thailand's first 
nuscle-flexing exercise is, however, a seem- 
gly odd one: it is reaching out to embrace 
etnam, Laos and Kampuchea (Vietnam's 
le client-states) and Burma, the hermit- 
ike neighbour to its north and west. 
Thailand's Vietnam policy used to be 
imple: it cold-shouldered the place because 
f the Vietnamese occupation of Kampu- 
hea. The policy has become more ambigu- 
us under Mr Chatichai Choonhavan, who 
ecame Thailand's prime minister after last 
uly’s election. Late last year he declared his 
ntention of turning Indochina "from a bat- 
lefield into a marketplace". 

The army commander, General Chao- 
| valit Yongchaiyudh, shares the prime minis- 
ter's ideas. Last year the general made peace 
with Laos and then, in December, paid a 
commercially minded visit to Burma. This 
year the prime minister went to Phnom 
enh to visit Mr Hun Sen, Kampuchea’ S 
/ietnamese-backed prime minister, and re- 
eed him i in-teturn in: Bangkok: Now Viet- 
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More and more people are evading taxes, = 
and the higher the government pushes tax 


rates, the more revenue it loses. - 


Direct taxes can be evaded only by. 
concealing income. In India, where fae 
out of five income-tax payers are self-em- 


ployed, this is a cinch. Indirect taxes are 
avoided by not declaring all of one's out- 
put. Indians have learned to be masters of 
this art as well. Cloth merchants keep two. 
sets of books, soft-drink bottlers. send out. 


four truckloads of their drinks for every 
three on which they pay the excise duty, . 








nam has invited the Bangkok Bank and the 
Thai Farmers’ Bank to open branches in 
Vietnam, and Laos has asked Thai banks to 
help its commercial banking. 

Bright Thais like Mr Phisit Pakkasem, 
an adviser to the prime minister, see Indo- 
china as a treasure house of raw materials 
that need only Thai money and manage- 
ment to be properly exploited. As Thai in- 
dustry grows, so will its appetite for the re- 
sources—including coal and hydroelectric 
power—of Indochina and Burma. Thai 
businessmen are already negotiating deals 
for department stores, hotels, shrimp farms 
and canning factories in Vietnam, and for 
coal, wood and iron-ore ventures in Laos. 
When General Chaovalit visited Burma, he 
came back with valuable logging deals. | 

Not everyone is happy with this eco- 
nomic-plus-diplomatic offensive. The Thai 
foreign minister, Mr Siddhi Savetsila, is dis- 
tressed that Mr Chatichai has broken ranks 
with Thailand's fellow members of the Asso- 
ciation of South-East Asian Nations 
(ASEAN) and with the United States: they 
want no concessions to Vietnam until a 
Kampuchean settlement is sewn up. There 
are rumours that Mr Siddhi may resign. 


cigatette makers, who are apes to pay 


the growth of disclosed output. - 


cash. The cities are bursting with money. 


grassroots economy: is doing so well: It. 





more than 400% in excise duties, arrange 
with their dealers to mark down the [prices 
onthe cartons. | ^^ 
-The share of. direct taxes in GNP fell 

Kon 3.1% in 1976-72. to an estimated | 
2.2% in 1988-89. That of excise duties, 
the main form of indirect taxation, came 
down from 5.9% to 5.3% inthe same pe | 
riod—despite some sharp increases in tax — 
rates. These figures: suggest that the rate of 
growth of undeclared incomes has been at 
least 2.5% a year higher than that of dis- 

closed incomes. The growth of undis- 

closed output of manufactured goods has 
probably been 1.596. higher- a year than 


























India's parallel economy. is: generally 1 
reckoned to cover a quarter to a third of. 
all output. In fact, it may now be larger | || 
than the above-ground: non-agricultural! 
economy. Anyone wishing to buy a house 
or land has routinely to pay half the price 

"in black", meaning unac 











In New Delhi the road-tax authorities tege EL 


-ister 400 vehicles a day; 20 years ago they. - 


registered 400 a month. The deluxe hotels $ 
and restaurants are always full, and inter- || 
national flights are nearly always: full 

booked. The price of urban land isrising . | 
by 3096 a year. It is good news that India's | 












would be better news if the next Indian 
government recognised why and 
fix its vias and A agen accordingh 


None of this deterred Mr Chatichai 
from giving President Bush a three-page dip- 
lomatic note on the subject of Thai-Ameri- 
can relations when they met at Emperor Hi- 





rohito's funeral in Tokyo. fringi ot 
mine the t Anais p mepa i ra A 








nd ASEAN v were and tape. T Pa sa 
Talks on a Kampuchean settlement ; are 








bogged down, but Mr Chatichai and- Gen- 
eral Chaovalit think this unfortunate detail 














does not mar the prospect. With Vietnam . 


under increasing pressure from Russia and - 
China, they think there is an opportunity . 
not to be missed. The politics of this view is 
shakier than the economics, and both may 
buckle under the weight of history. Thai- 
land and Vietnam, like China and Vietnam; 
are ancient enemies, and Thailand’s plaris 
could easily be attacked as colonialism. Mr 
Chatichai' s answer is to urge Thai business- 
men to "avoid unilateral- exploitation”. 
General Chaovalit is more poetic. He talks 
of forming a regional Suwannaphume, ó or 
Golden Land. Guess what the capital of this | 
Golden Land would be, | 
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Tower tipples and topples 


WASHINGTON, DC 


C€KALL I can say is that I have taken more 
out of alcohol than alcohol has ever 
taken out of me," said Winston Churchill. 
According to one of his biographers, Mr 
William Manchester, Churchill would drink 
two or three glasses of whisky, several glasses 
of champagne, at least two glasses of brandy 
1 a highball during the average working 
. He would probably be described by the 
"pious psychologists who have filled Ameri- 
ca's television screens recently as alcohol-de- 
pendent, or at least an alcohol abuser—and 
certainly in need of their services. He could 
never have been trusted to run the 
Pentagon. 

When and if the Senate finally votes to 
reject Mr John Tower for the post of defence 
secretary, at least he will be able to seek con- 
solation in a glass of champagne. He took 
the pledge live on television on February 
26th, forswearing all alcohol—but only if he 
got the job. It made little difference to his 
plight, for the Senate was already split along 
partisan lines; those who were against Mr 
Tower regarded his humiliating promise as 
an admission of past problems—and unre- 
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alistic to boot. There were 
plenty of psychologists ready to 
testify that going on the wagon 
after relying on alcohol for 
emotional support would pro- 
duce an even less reliable de- 
fence secretary. 

When President Bush 
chose Mr Tower for defence 
secretary, there were plenty 
who complained legitimately 
that Mr Tower had often op- 
posed Pentagon reform. Grad- 
ually over the intervening 
months, as the FBI investiga- 
tion dragged on, the focus 
shifted: first to his consulting 
fees from defence contractors, then to his 
personal life and drinking habits. By a politi- 
cal Gresham's Law, irrelevant issues drove 
out relevant ones. 

Senators are politicians. They listened 
to their constituents, whose letters and tele- 
phone calls were running nine-to-one 
against Mr Tower. The constituents were in 
turn reacting to what they heard through 
the media. The media were re- 
porting rumours about what 
was in the FBI’s report on Mr 
Tower. The rumours came 
from those who read the re- 
port: senators. A perfect circle. 

Mr Towers opponents 
kept shifting their ground. 
Senator Alan Dixon of Illinois 
said there was no smoking gun 
but a lot of smoke. Senator 
Tim Wirth of Colorado wor- 
ried that a womaniser might 
not defend the rights of 
women within the armed 
forces. Senator Sam Nunn, the 
chairman of the Armed Ser- 
vices Committee and bell. 
wether for the Democrats, said 
he could not in good con- 
science approve for defence 
secretary a man whose history 
of drinking might disqualify 
him from command of a mis- 
sile wing. Senator Ernest Hol- 
lings of South Carolina simply 
resorted to the thesaurus: 


"crocked, bombed, excessive 
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drinking, sloshing, stoned, comatose”. a 

Above all, the senators spoke of "per-- 
ceptions”. It hardly mattered now whether 
Mr Tower was a drunk, argued Senator John 
Glenn of Ohio. He would be perceived as — 
one, which would set a poor example. Like- — 
wise, Mr Tower might not have broken laws 
as a consultant to the defence 
industry, but he might be per- 
ceived to have  peddled 
influence—setting a bad exam- 
ple. This again made the argu- 
ment neatly circular. 

The administration found 
it hard to defend Mr Tower 
from the rumours, for when it 
did so Mr Nunn accused it of 
leaking selectively from the FBI S 
report. It was loth to reply in — 
kind for fear of further enrag- - 
ing the Democrats on Capitol - 
Hill. Mr Bush's one partisan - 
move, inviting Republican but — 
not Democratic senators to a — 
briefing on one of the earlier — 
reports on Mr Tower, backfired badly when — 
Mr Nunn took umbrage at being left out. — 
Mr Reagan used to win support by appeal- 
ing over the heads of congressmen to their — 
constituents. Mr Bush tried flattery. He in- _ 
vited wavering senators to the White House. 

Mr Bush may become the first newly 
elected president in history to lose a cabinet 
member to a Senate veto. But he dared not | 
back down for fear of showing weakness toa - 
Congress hungry for other victories. Only 
Mr Tower could get him off the hook by 
stepping aside, which he is too pugnacious 
to do. Mr Bush could not enthuse the grass — 
roots in support of Mr Tower, for the con- - 
servative grass roots are fundamentalist and — 
that is where much of the opposition to Mr 
Tower's tastes and habits came from. | 

Mr Paul Weyrich, a conservative activ- — 
ist, first told the committee of Mr Tower's — 
drinking and womanising. Mr Pat Robert- 
son, the fundamentalist televangelist who 
ran for president, says he opposes Mr Tower 
because of his "overall moral tone". So do 
8996 of Mr Robertson's viewers. s 

America sometimes seems torn between 
its puritan roots and its hedonistic instincts. 
Mr Bruce Babbitt, former governor of Ari- 
zona, thinks America is going through a fun- _ 
damentalist revival of a kind that 
characterised the 1930s (Father Coughlin) — 
and the 1890s (William Jennings Bryan). - 
New political rules develop case-by-case, — 
with a test case for each issue: sex, drugs, al- - 
cohol. Once established, the test case be- — 
comes a precedent and a sort of common -. 
law of political scandal is established. 















































































HE Tower vote in the Armed Services 
^ A Committee split along party lines. 
. The Republicans stayed loyal to the presi- 
‘dent. The Democrats stayed loyal to Sena- 
- tor Sam Nunn, chairman of the Armed 
Services Committee, knowing his reputa- 
tion for careful moderation. Sam must 
| know what he is doing, thought the Dem- 
. ocrats. What was Sam doing? 

_ Sam Nunn is the antithesis of a mod- 
ern politician: balding, dull, formal, re- 
. mote, diligent, cautious. He does not leak 
- to journalists or consult image-groomers. 
- He would rather read (and underline) a 
_ briefing book on nuclear missiles than go 
to parties. He organises prayer breakfasts. 
— Though both come from small towns 
and Protestant southern families, Mr 


Nunn is Mr John Tower's opposite. Mr 
Tower held the job Mr Nunn now holds, 


friends, go to parties and, in the quaint 
phrase of one of his accusers, be seen with 
women other than his wife. 

Senator Nunn has many possible mo- 
tives in derailing the career of his more 
flamboyant Republican predecessor. He 
. probably dislikes Mr Tower, who could be 
. abrasive as committee chairman. He may 
disapprove of Mr Tower's way of life. Mr 
Nunn is what Mr Tower claims to be: "a 
man of some discipline". (The Wall 
Street Journal last week nastily dredged 
up a 1964 drunk-driving episode. The sug- 
gestion that this puts Mr Nunn on a par 
with Mr Tower as a reprobate is comic.) 
. Perhaps Mr Nunn was motivated simply 
-- by dislike of sin and its wages. But that is 
not the explanation favoured in Washing- 
ton for his influential vote against the 
nomination of Mr Tower. It is a little too 
simple. Washington gossip prefers to see a 
power struggle between the administra- 


One by one, the test cases are accumu- 
lating. Adultery is out: ask Gary Hart. Now 
even sex between single adults of the oppo- 
site _sex—which is presumably what 
"womanising" means in the case of the di- 
vorced Mr Tower—seems to be out. Past 
marijuana smoking is out for judges, but not 
for politicians. Mr Douglas Ginsburg, nomi- 
nated to the Supreme Court, was forced to 
withdraw for that reason, but Senator Al- 

bert Gore and Mr Babbitt, presidential can- 
didates, weathered the same storm. Tobacco 
oking i is unacceptable for drug tsars: Mr 
am Bennett has spent six days and $875 
earing his lungs of nicotine addiction since 
appointment in January. 

And now, alcohol. Mr John Tower is 
lified from being defence secretary be- 








but would drink a bottle of Scotch with: 


tion and Congress. 

Yet Mr Nunn is not easily cast in the 
role of political partisan. Twice during the 
Reagan vears, he won the prize for the 
Democrat who voted most often in sup- 
port of Mr Reagan. He is known for his 





painstakingly moderate views and his re- 
lentless search for consensus. When he 
did confront the administration, as over 
its attempt to re-interpret the anti-ballistic 
missile treaty of 1972 on behalf of the star- 
wars programme, he did so after long and 
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cause he drank too much in the 1970s and 
early 1980s and “never sought professional 
help". What next? The overweight, who 


- budget and strategy, for Mr Tower knows - 


Mr Nunn's $ enemies within the admin- 
istration accuse him of serving his own 
ambitions. Mr. Tower at the Pentagon | - 
would threaten his grip on the defence | - 


how Congress works and would spoil Mr 
Nunn's increasingly effective game of 
managing the Pentagon’s budget for it. 
Senator Malcolm Wallop, a Republican 
critic of Mr Nunn, says his reputation for 
bipartisanship is undeserved and stems 
from the Reagan administration's re- 
peated attempts not to offend him. That 
left him with the chance of becoming the 
country’s pre-eminent defence spokes- 
man. An articulate Mr Tower threatens 
that role. 

Mr Tower and Mr Huan have a genu- 
ine disagreement about how to run the 
Armed Services Committee, probably the 
most powerful committee in Congress. 
Mr Tower saw Congress's role as limited 
to occasional advice; he does not believe _ 
in meddling. As chairman, he was happy | 
to let Mr Reagan have his way. Mr Nunn, 
on the other hand, believes Congress- 
must be a partner in military decisions 
large and small. : 

More far-fetched i is ‘the: ects that Mr 
Nunn is plotting for the presidency in 
1992. Knowing that he cannot win over. | 
the liberal majority of the, Democratic 
party to his conservative views, he needs . 
other ways to win their favour. A punch 
in the nose for Mr Bush is one way. | 

Mr Nunn will not say precisely what 
his reason is for opposing Mr Tower. He 
mentions the drinking, but also the con- 
sulting fees. When asked for specifics, he 
says that those are secrets that he must 
not divulge if he is to protect Mr Tower's 
reputation. Given: the damage already ad 
done to Mr Tower's” reputation by r1 
mour, the reputation i at stake 
Nunn’ Be os oe 
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The deficit 






never sought the professional. help of. al 1 


aerobics instructors! 

According to Mr David Musto, à profes- 
sor of psychiatry at Yale, there are two in- 
compatible views of alcohol abroad in 
America: it is a poison; it is a beverage. The 
former view has been gaining, helped by the 


health craze and the ascendancy of conser- 










vatism. For 50 years after prohibition there — c 


was little stigma attached to drinking, even : 






heavy drinking short of obvious alcoholism. . . h 


Now it is not only that drinking is perceived. 
as a danger to health. lt has become à danger y 


to ambition as well. 




















"the politi 
omfortably defer A ! A similar 
managed to bring about neces- 
difficult reforms in social security 
ars ago. It is a sad comment on 
lemocracy that such acrobatics 
necessary; sadder still thar this 
d not even work. 

commission issued its report on 
; Or rather, its reports: a Republi- 
nine pages, a Democratic one of 
















n plus two appointed: b: Mr Bush 
is e ihe reports simply re- 
lly dishonest and 1 mutu- 






call for a two-year bud- 
r reforms in budget proce- 
rt that the deficit can be “re- 
holding down spending and 
ing taxes, but do not say how. 
lemocratic report—which i is, inciden- 
lly, the better argued of the two (it bears 
ie imprint of Senator Daniel. Patrick 
oynihan)—says that spending cuts are not 
enough. and that they will anyway be re- 
jected by Congress. But it carefully skates 
round suggesting any specific tax increases. 

. Mr Bush destroyed any hope for the 
. commission during the election campaign, 
when he attacked it as a stalking horse for a 
_. tax increase. (And indeed, in order to have 
.. succeeded, that is what it would have had to 
be.) Even so, it is pathetic that the full com- 
a mission-—perhaps hampered by a court rul- 

ing that all its meetings would have to be 
~ public—never even met for a formal discus- 
^. sion of the deficit. The commission's only 
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: pacta on that deficit will be its ts $lm cost. 





























i Ambassadors 
Vhat price 
onaco? 


WASHINGTON, DOC 


"TS THE victor go the spoils” is an en- 

during political adage, and among 
the richest spoils of American politics are 
ambassadorships. New presidents treat 

glamorous postings like baubles to be 
handed out to friends and campaign con- 
tributors. Qualifications (or lack of them) 
are seldom considered. 

For all his stern talk about government 
ethics, President Bush is handing out the 
prizes as merrily as any predecessor. Two 
Florida property-developers and campaign 
contributors, Mr Joseph Zappala and Mr 

. Mel Sembler, are to be ambassadors to 
Spain and Australia respectively. Other 





'eaming campaign workers include Mr Fred 
sh (no relation) who will get. Luxem- 


P. Mr Peter Secchia pcd M 
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. Over-staffed and ove r t - 












WASHINGTON,DC 


ERHAPS some of the businessmen 

Mr Bush is appointing as ambassa- 
dors could use their private-sector skills 
to question the size of America's diplo- 
matic missions. With a few exceptions, 
the United States sends far more diplo- 
mats to other nations than those nations 
send to Washington. For example, 
America has four times as many people 
in Jakarta as Indonesia has in Washing- 
ton. It is hard to see why. 

One might indeed expect the num- 
bers to go the other way. For almost all 
countries, Washington is their single 
most important embassy—and therefore 
their most heavily staffed. To America, 
Italy is of only middling importance, vet 
there are 95 American diplomats in 
Rome, three times the number Italy has 






















































Newman (New Zealand) T Mr Joseph 
Gildenhorn (Switzerland). Political asso- 
ciates, too: for instance, Mr Henry Catto 
(Britain), Mr Walter Curley (France) and 
Mr Donald Gregg (South Korea). 

Does it matter? After all, ambassadors 
are presidential representatives. Friends and 
campaign contributors might fit this de- 
scription better than traditional foreign-ser- 
vice officials. Past political appointees have 
included such fine ambassadors as Mr David 
Bruce in London and Senator Mike Mans- 
field in Tokyo. Besides, non-professionals 
often have an extra qualification: rich peo- 
ple can maintain expected standards of hos- 
pitality better than career diplomats depen- 
dent on modest pay and allowances. 

There are two problems. First, giving 
the plum postings to outsiders dispirits the 
foreign service, causing many bright people 
to avoid or abandon foreign-service careers, 
The State Department has grown used to 
seeing a quarter of its top posts go to outsid- 
ers. London, for example, has never had a 
career diplomat as ambassador. But under 
President Reagan, that proportion rose to 
4096, and it looks like staying at least that 
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in Washington. There are also more 
American diplomats in glamorous Rome 
than in gloomy Bonn-—a hint that strate- 
gic importance is not always the only 
factor. 

The disparity is even odder since fo 
eign embassies in Washington, unlike. 
American embassies. abroad, include 
mini-missions to the IMF and- the World 
Bank. True, Paris is host to both the 
OECD and UNESCO, thus partly explain- 
ing the large number of American diplo- 
mats stationed there. But one suspects 
other reasons as well. 

In 1977 Britain, which lias anvet 
longer tradition of over-staffing dij 
matic missions, set its cabinet think-t 
loose on an inquiry into overseas repr 
sentation. It is time for budget-consciow 
America t to follow st suit. EE 






































high under Mr puk The: a set 
only partly mollified by its capture this 
round of some big posts, including Jar 
(Mr Michael Armacost), the United Nat 
(Mr Thomas Pickering) and the Euro 
Community (Mr Thomas Niles). - 
The second problem is corrup 
1980 law ostensibly forbids a presi 
considering political contributio 
naming ambassadors. Even so, € 
nificant, sometimes explicitly so. T 
merce secretary, Mr. Robert Mosbac 
who himself put more than $100,000: 
the Republican campaign, recently co 
plained that over half his fellow«cont 
tors "hadn't gotten anything". ^ I 
tion of knowing that their candidate 
won apparently does not suffice. 
Other rich countries do ‘not e 
ambassadorships for campaign mon: 
way they avoid embarrassments, such a 
ambassador-designate to what was. th 
Ceylon who marred his Senate confirn 
tion hearing by being unable to ide 
ther the country's prime minister or its 
tal. Doubtless Mr Bush's nominees | 
avoid such gaffes. But building condomi i 








































































Ár Reagan's ambassadors lend substance to 


: itis nevertheless safe to bet that nothing 
vill change. The Senate Foreign Relations 
Committee, which reviews all ambassadorial 
ppointments, has expressed concern about 
he morale of career officers, but it even ap- 
roved the forgetful ambassador to Ceylon. 
ind do not expect new thinking from Mr 
ush. He was a politically p envoy 


o China i in 1974. 


draw blood 


EXT to their constitutional guarantees 
N of life, liberty and the pursuit of happi- 
ess, Americans treasure good health. They 
re paying more than $500 billion a year— 
ver 1196 of GNP—to ensure it. Businesses 
omplain that they are being driven to the 
wall by the cost of employees’ and retirees’ 
health insurance—especially now that they 
may be required to count the expected cost 
Of retirement health-care for current em- 
loyees.as a liability in their accounts. 
The largest purchaser of health care is 
he federal government. In 1988 it spent $45 
illion on health services (mainly on Medic- 
id grants to the states to. provide for the 
poor) and $79 billion on Medicare insur- 
ce for the elderly. Both categories were set 
o rise rapidly —Medicare from $79 billion 
11988 to $112 billion by fiscal 1991. 
One cure proposed by Mr Reagan was 
ut $1.7 billion a year from programmes 
he poor. President Bush sought plaudits 
his budget by reinstating most of this, in- 
luding extra spending for pregnant women 
d for children under the age of one in 
amilies just above the federal poverty line. 
e would also make more poor children eli- 
gible for free immunisation. 
Mr Reagan’s other proposed cut was $5 
llion in Medicare, which serves 33m old 
nd disabled people. The money would be 
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Loss in 1 space | 


WASHINGTON, DC 


HE exploration of space is one field 
‘in which the Soviet Union excels. 
No wonder, then, that perestroika 
should tempt it into cashing in on its ex- 
cellence. An Ámerican firm has begun to 
sell high-resolution photographs of parts 
of the United States taken by Soviet sat- 
ellites. Some are of such high quality, 
and so concentrated in regions such as 
North Dakota, where America keeps its 
missiles, that Dr Peter Zimmerman of the 
Carnegie Endowment for International 
Peace in Washington has concluded that 
they were taken by a spy satellite. 
Coincidentally, America is about to 
shut down its own commercial satellites 
that take pictures of earth. America has 
two such satellites aloft. Launched in 
1982 and 1984, and designed to last for 
three years, they have gone on for longer 
than expected. But their replacement, 
delayed by the shuttle programme, will 
not go up until 1991. The satellites are 
| operated bya private joint venture called 
EOSAT, under contract to the National 
Oceanic and Atmospheric Administra- 
tion (NOAA). EOSAT was originally in- 
tended to be a private company, but it 
still relies on government subsidy. NOAA 
has now ordered it to shut the satellites 
. down on April Ist because the money to 
operate them has run out. 


found by reducing government help for the 
hospitals’ capital spending; by lowering 
Medicare's special payment to teaching. hos- 
pitals; and by continuing a temporary" re- 
quirement that patients pay 2596 of their in- 
surance costs. (Originally Medicare patients 
were supposed to pay 5096; that figure has 
drifted down over the years.) All three pro- 
posed reforms will be resisted. But all three, 
if President Bush can persuade Congress to 
accept them, would save barely $3 billion a 
year. To the irritation of Congress, Mr Bush 
has claimed another $2 billion in savings 
while leaving the details unspecified. You 


| find the savings, he says. 


. One reform proposed in Mr Reagan's 
budget and ignored by President Bush is the 
freezing of Medicare payments for doctors. 
Mr Reagan’s proposal would save as much 
as $800m in 1990, rising to over $7 billion in 
1994. It is unclear whether the cost would be 
borne by doctors or patients; most doctors, 
after collecting 8096 of the prescribed fee 
from the government, already charge pa 
tients morethan the 20% ie 

' Perhaps well-off old people should pay 


more of their health costs. But neither the 
president. nor members of Congress are 


likely to say so after the fury that exploded 





EOSAT is trying to raise a fuss in Con- fe 
gress in order to get money to keep the af. 
satellites working. It says it needs only 
$7.2m for the rest of fiscal 1989. The 
company has begun to find customers 
for its photographs and was hoping to be | 
making enough profit by 1991 to operate 
the next satellite without government 
subsidy. Át present EOSAT receives about 
$13m from selling data to companies, 
and $7m in fees from foreign govern- 
ments, which have invested in receiving 
stations. They are understandably furi- 
ous about the switch-off. Pakistan, Ecua- 
dor, New Zealand and South Korea were 
all planning to open receiving stations 
this year. The commercial clients include 
a company called GEOART, which will seil 
you a poster of Dallas-Fort Worth seen | 
from space. | | 

EOSAT is restricted t to pictures with a | 
resolution of 30 metres —three times as | 
coarse as France's SPOT and six times as | 
coarse as some of the images now mar- | 
keted by the Soviet Union. But its com- | 
petitors often lack the richness of data in 
different infra-red wavelengths that | 

| 
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make the American pictures especially 
valuable to geologists and crop forecast- 
ers. The Soviet pictures, which are not 
digitised, are merely fine aerial photo- 
graphs taken from a great height. 
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when Medicare patients discovered how 
much they would have to pay for a new pro- 
gramme covering care for long-term ("cata- 
strophic”) illnesses. Last year’s victory cele 
bration for this first new social programmg 
in many years turned sour when the elde 
realised that they would have to pay up t™ 
$800 a year for their coverage. Even so, it i; 
calculated that they will be receiving a sube 
sidy of $1,728 a year by 1993, when all the 
benefits are phased in. 










For the birds. 


SEATTLE 





: 10 KS; Washington, i is the wettest town | 
. in the United. States. The nearby . 
Quil ayute weather station records an aver- 
age of 12 feet of rainfall a year. But just 
about everyone in this remote town works 
outdoors: This is timber country. Nearly 
perpetual rains have helped to grow the 
enormous groves of cedar, hemlock and fir 
that march in green. columns up from the 
Pacific Ocean to the rag nm 
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A áth Session 
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Developmen | 


The Management Developm 
32nd year, is offered twice this 
Mountains of Vail, Colorado. 

June 25 - Jul 


July 23 - Augi gusi 












_ This seminar is designed for the se. 
responsibility for establishing th 
organization; the professional bu 
his or her field and is moving into g 
and the young manager who has beer 

' potential leader. The seminars focus 
sonal, organizational, and behavioral 
ment and leadership. The three-week 
promotes dialogue among managers fror 
and international organizations, University: 
faculty, and other distinguished experts. . 














of Chicago - 


The seminar curriculum addresses four critical areas of 
management development: 


. W The manager as an individual 


groups 
Y Managers as leaders in the context of the larger | 
organization and the global business world 


VW Integration of learning enough is issues analysis and 
complex problem solving. DA. 


Special features include feedback on an executive sse iss 3 
ment battery, a business simulation, and a prog 
SPOUSES. 


For further information contact: David Belsheint 
tor, Management Development Seminar, Office 
tinuing Education, The University of Chica 
BUD EA C Denm pede i 
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AMERICAN SURVEY 


Olympic Mountains. 

But the men driving the big logging 
trucks are talking about looking for work 
elsewhere. The reason is the Northern Spot- 
ted Owl, a tree-dwelling version of the snail 
darter, the little fish that nearly stopped 
construction of a Tennessee dam a decade 
ago because conservationists said the dam 
would make the fish extinct. 

In December the Forest Service ordered 
reduced logging on federal lands to save the 
owls’ nesting areas. Protecting the 42 pairs 
of owls known to be nesting in the Olympic 
National Forest near Forks could mean a 
50% cut in the annual timber harvest. 
Throughout Washington, Oregon and 
northern California, 40,000 jobs might be 
eliminated. 

The 18inch-tall spotted owl is rarely 
seen by humans. It nests by day in the cavi- 
ties formed high in old evergreen trees. By 
night it hunts for insects, small mammals 
and other birds. The owl’s significance is 
that it is what forest ecologists call an “indi- 
cator species", one whose well-being means 
that other forest animals are also thriving. 
The pileated woodpecker and Roosevelt elk, 
like the spotted owl, rely on stands of timber 
at least 100 years old to survive. The prob- 
lem is that the spotted owl has an astonish- 
ing appetite for territory. One pair of owls 
need about 3,000 acres of forest to them- 
selves before breeding, according to envi- 
ronmentalists. Loggers naturally dispute 
that figure. 

If the spotted owl is officially declared 
an "endangered species", the law requires 
the federal government to stop taking any 
action that threatens it further. The deci- 
sion is up to the Fish and Wildlife Service, a 
part of the Interior Department. In Decem- 
ber 1987 the agency, under heavy pressure 


Give me land, lots of land 
38 











Why the buffalo roam - 


GARDINER, MONTANA 


NCE they ran in ten-mile-wide 

herds. Then came the hunters, who 

| shot bison by the thousands. Buffalo Bill 

Cody bragged of killing 4,280 in 1868. 

(Bison and buffalo are synonyms.) In 

1890, when the animal was on the edge 

of extinction, refuges were established in 

Yellowstone National Park and the Flat- 

| head Valley in Montana to protect what 
was left. 

| The plan succeeded too well. As the 

| Yellowstone bison population passed 

2,500, animals were pushed out of the 

park. Ranchers along the border com- 

plained that bison competed with cattle 

for grass. They also feared that bison 

would give their cows brucellosis, a dis- 

ease that causes pregnant animals to 
| abort. Although it is possible in theory, 
Yellowstone officials say there are no 
documented cases of a wild bison infect- 
ing a cow with brucellosis. 

In 1984 Montana legalised the shoot- 
ing of bison. At first just a few bison, fol- 
lowing a migratory path millennia old, 
trickled out of the park; in 1985 only 57 
were killed. But this year heavy snow, ab- 
normal cold and scarce forage (caused by 
last year's drought and the spectacular 
Yellowstone fires) have driven hundreds 
out. Almost 500 have been shot in the 
1988-89 season. 
| There is about as much skill in hunt- 
| ing bison as there is in stalking a railway 
wagon. Accustomed to protection, the 
animals will not shy from humans unless 
startled. Each hunter pays $200 for the 
killing rights and is accompanied by a 
Montana wildlife official. The kill rate is 
100%. 


Yellowstone Park officials have tried 
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to discourage bison from leaving by us- 
ing fences, bright lights, dogs and cattle 
grids. They seem philosophical about the | 
hunting of those who ignore these | 
warnings, stressing that it does not en- 
danger the existence or health of Yellow- 
stone's bison herds. Bison have enjoyed 
gentle winters for the past seven years | 
and there are indeed too many. A thin- | 
ning is needed, park officials say. 

They also believe that the Yellow- 
stone elk herds need culling. During the 
seven fat years their number has grown 
from 12,000 to 18,000. Residents of bor- 
der towns have watched elk forsake their 
normal wariness in hopes of finding a 
residential shrub or lawn to nibble on. 
Montana extended the hunting season 
this year so that hunters could have a go 
at surplus elk that foolishly leave the pro- 
tection of the park. | 











Get off my back 





from the timber industry, ruled that the 
spotted owl is not endangered—rewriting a 
draft report that reached the opposite con- 
clusion. But in November 1988 a federal 
judge ordered the agency to reconsider. On 
February 21st the Government Accounting 
Office, an investigative arm of Congress, ac- 
cused the Fish and Wildlife Service of pur- 
posely overlooking crucial evidence about 
the spotted owl's vulnerability. 

The Forest Service, an agency of the Ag- 
riculture Department, declared late last year 
that henceforth the spotted owl will be up- 
permost in its plans for logging in the north- 
wests 19 national forests. Washington's 
governor, Mr Booth Gardner, has begged 
the agriculture secretary, Mr Clayton 
Yeutter, to overrule this decision. His con- 
cern is both for logging-industry jobs and for 
the precedent this might set for state-owned 











forests. The entire north-west is sinking into 
a morass of owl-related lawsuits. 

While loggers say no bird is worth the 
loss of thousands of jobs, environmentalists 
claim the loggers are making the spotted owl 
a scapegoat. Spotted owls or no, the north- 
west's timber industry is in transition. [n- 
dustry titans like Weyerhauser have cut 
down almost all the trees on the land they 
own. Re-seeding of those forests did not be- 
gin in earnest until the 1960s. Because it 
takes 50 years or more for trees to reach 
commercial size, the timber industry is 
about to enter a 20-year famine. Covetous 
eyes are being cast upon the national forests, 
which still have enough trees to keep loggers 
busy until private lands recover. One log- 
ging executive says the industry is like a man 
"starving to death in a frozen-food locker." 
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The insolubility of Sudan 


FROM OUR EAST AFRICA CORRESPONDENT 
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HE generals issued an ultimatum that 
may have been a plea. The prime minis- 
er replied with a plea that may have con- 
cealed a threat. And when the army's dead- 
line for government action expired, on 
February 27th, nothing at all happened. 
Slaughter and famine continue in Sudan's 
south, but the politics of the capital, Khar- 
toum, is as intractable as ever. 

The latest episode began on February 
2lst, when 150 senior army officers sent a 
message to the prime minister, Mr Sadiq el 
Mahdi, calling for an end to the civil war 
and for changes in the government's foreign 
policies. They gave him a week to make the 
changes. The prime minister, threatening to 
resign, insisted on the army's loyalty. The 
soldiers have "rejected" this response, but 
do not seem sure of their next move. 

The army lacks fuel and ammunition to 
fight because the government is too poor to 
buy them. The day before the non-ulti- 
matum, the defence minister came home 
empty-handed from an arms-shopping trip 
to Jordan and Iraq, neither of which was 
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The Dinka are waiting for Colonel Garang 
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willing to help. He therefore resigned. The 
finance minister, a former World Bank off- 
cial, had resigned earlier in the month. 

The army has lost Nasir, an outpost just 
inside Sudan's border with Ethiopia, to the 
rebels of the Sudan People's Liberation 
Army (SPLA). The rebels now claim to have 


taken the much more impor- 
tant town of Torit, just over 
100 miles from the deep-south 
capital of Juba, which is 
crammed with troops and ref- 
ugees. It looks as though the 
government may be losing the 
civil war that has raged on and 
off since 1956. 

A victory for the SPLA 
could lead to other conflicts. 
The sPLA is backed by the 
Marxist regime in Ethiopia, in 
revenge for the backing the Sudanese gov- 
ernment gives to Ethiopia's own rebels in 
Eritrea and Tigre. The sPLA's leader is, how- 
ever, not particularly left-wing; he is an 
American-educated Christian, Colonel 





John Garang, who like almost all his follow- 
ers belongs to the Dinka people. The other 
couple of dozen tribes of Sudan’s black 
south fear and dislike the Dinka, and are 
united only in resentment of the Arab and 
Muslim north, and in detestation of the Is- 
lamic sharia law imposed on the whole 
country by the former dictator, General 
Jaafar Numeiri. 

The north is more evenly split. There 
are two main factions. The prime minister, 
Mr Sadiq el Mahdi, leads the Umma party as 
hereditary leader of the Ansar sect of Islam. 
The sect's base is rural, and its members—as 
the British learnt to their cost a century 
ago—are devoutly nationalist, particularly 
disliking Egypt’s influence on Sudan. The ri- 
val Khatmiyya sect is led by the Mirghani 
family, whose secular arm is the Democratic 
Unionist party (the moribund union in 
question being with Egypt); its base is urban 
and middle-class. 

In the election of 1986, organised by the 
army after it had thrown out General 
Numeiri, the Umma party got most votes 
but no majority, Mr Sadiq, as prime minis- 
ter, therefore put together an uneasy coali- 
tion with the Democratic Unionists, in 
which various Mirghanis were given top 
government jobs. The factions’ disagree- 
ments were bitter. The government could 
not cut the food and fuel subsidies that crip- 
ple the budget and ruin the economy. Nor 
could it make peace in the south—as Mr 
Sadiq would undoubtedly like to do, being 
devout but by no means a bigot. 

Hoping to strengthen his hand, Mr 
Sadiq brought into the coalition the small 
National Islamic Front, which is conve- 
niently led by his brother-in-law, Mr Hassan 
al Turabi. Against the Mirghanis the prime 
minister was indeed strengthened. But on 
the southern question he was hopelessly 
weakened. The Islamic Front would tolerate 
no dilution of sharia law. Mr 
Sadiq had nothing to negoti- 
ate with the southern rebels 
about. 

The Mirghanis therefore 
decided to negotiate instead. 
In December Mr Mohammed 
Osman el Mirghani, the Dem- 
ocratic Unionists’ leader, 
went to Addis Ababa and got 
Colonel Garang to agree that 
the rebels would stop fighting 
if the non-Muslims were re- 
lieved of sharia law. Mr Hassan al Turabi 
stopped the government from ratifying the 
agreement, so the Mirghanis and their party 
walked out of the coalition. 

The army is fed up with this foolery; 
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most officers are middle-class, town-born, 
pro-Egyptian and therefore broadly in fa- 
vour of the Mirghanis and the Democratic 
Unionists. They are modern-minded peo- 
ple, ashamed of the follies of General 
Numeiri's former military dictatorship, 
and—having made such a mess of it last 


- time—by no means keen to take over the 


government again. But they do want to end 
the war in the south. Short of food and 
weapons, most officers spend their lives 
garrisoning dreary southern towns, unable 
to leave and unable to fight. 

The generals seem despairing rather 
than angry. They know the prime minister is 
in a fix. If he suspends sharia law, the Na- 
tional Islamic Front will stop supporting 
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him. If he does not suspend sharia law, the 
southern rebels will not speak to him and 
the Democratic Unionists will not back him. 
And the prime minister's implied threat 
helps keep the soldiers in their barracks. His 
Ansar sect has its own fervent militia, al- 
most as numerous as the army, with better 
morale but few tanks and heavy guns. While 
the officers' non-ultimatum ran its course, a 
joint delegation of the prime minister's 
party and the National Islamic Front left for 
Libya, to shop for arms. 

If the army tries to take power, there 
could be fighting in Khartoum. It is more 
likely that nothing will change, and that 
deadlocked warfare and deadly famine will 
continue in the south. 





If it kills, is it terrorism? 


AVING performed a somersault, the 
Americans have ended up facing in 


the same direction as when they started. 


That, at any rate, is the increasingly loud 
grumble coming from the Palestine Libera- 


_ tion Organisation more than two months af- 


ter the start of its "substantive dialogue" 
with the United States. 

In Palestinian eyes the chance to talk to 
the United States was dearly won. Mr Yasser 
Arafat renounced terrorism and said he rec- 
ognised the Jewish state that his organisa- 


"tion was founded to destroy. But the dia- 


logue, which is being conducted through Mr 
Robert Pelletreau, the American ambassa- 
dor in Tunis, has so far been a lot less “sub- 
stantive" than the Palestinians expected. 
The PLO’s foreign minister, Mr Farouk 





Kaddoumi, complained on March Ist that 
American policy had not visibly changed 
since the advent of President George Bush. 
Some PLO officials are muttering that they 
want to break off the talks. 

The Americans are indeed biding their 
time. No replacement is yet in place for Mr 
Richard Murphy, the departing assistant 
secretary of state for the Middle East. No 
new peace policy is likely to emerge until an 
appointment is made. And, until a policy 
emerges, Mr Pelletreau is having to mark 
time. Two of the five meetings he has held 
with the PLO have been mainly ceremonial, 
and one was concerned largely with the 
PLO's offer to hunt down the saboteurs who 
blew up a Pan Am airliner over Scotland last 
December. At the other two the Americans 








concentrated on warning the Palestinians to 
stop attacks on Israel if they want the dia- 
logue to continue. 

These attacks are a growing worry for 
Mr Arafat. He has renounced terrorism, not 
the right of the Palestinians to "resist" occu- 
pation. What, though, about guerrilla at- 
tacks across the Lebanese border, which is a 
long way from the Israeli-occupied West 
Bank and Gaza? Mr Arafat's own Fatah 
organisation has stopped such raids, but 
other parts of the PLO have not. Squads of 
PLO gunmen tried twice during February to 
cross into Israel from Lebanon. On both oc- 
casions the infiltrators were killed before 
reaching the border. One band belonged to 
Mr George Habash's Popular Front for the 
Liberation of Palestine, the other to Mr 
Nayef Hawatmeh's Democratic Front for 
the Liberation of Palestine (DFLP). Both 
groups are represented on the PLO's execu- 
tive committee. 

Some of Mr Arafat's officials blame th 
attacks on the Syrians, who would undoubr ~ 
edly like to frustrate the Palestinian dialogue 
with America. Others say the raiders had in- 
tended to reach military targets inside Israel. 
Yet others claim the gunmen had not in- 
tended to cross the border at all, but were on 
their way to attack Israeli troops inside Leb- 
anon. The simple truth is that Mr Arafat 
does not have the authority to stop raids by 
the smaller radical groups inside the PLO. To 
make matters worse, it was a leading DFLP 
official, Mr Yasser Abed Rabbo, who repre- 
sented the PLO in the first round of talks 
with the Americans in Tunis. 

Palestinian actions inside the West 
Bank and Gaza cause the PLO less embarrass- 
ment. The Americans do not attach the ter- 
ror label to the ordinary course of the Pal- 
estinian uprising there. Many Israelis feel 
differently as they bury their dead. On Feb- 
ruary 22nd an off-duty soldier was stabbed 
to death inside Jerusalem's Old City. Tw ~ 
days later a soldier was killed inside the Nat 
lus casbah. On February 27th a group call- 
ing itself the Palestinian Arab Army claimed 
that it had abducted another soldier, who 
had disappeared while hitching a lift from 
his base ten days earlier. 

The PLO is not inclined to apologise for 
these things. In all three cases the victims 
were soldiers, whereas an Israeli air raid in 
Lebanon on February 28th wounded many 
schoolchildren as well as demolishing a DFLP 
headquarters. Even so, some PLO leaders are 
beginning to understand the need for a 
peace campaign that reaches out to Israeli 
public opinion. Mr Arafat turned on his 
charm for an audience of Israeli journalists 
in Cairo last week; his deputy, Mr Salah 
Khalaf ("Abu Iyad”), appealed for peace in 
a videotape smuggled to a conference in Je- 
rusalem. Fine, Mr Pelletreau is no doubt tell- 
ing his interlocutors in Tunis; but killing Is- 
raelis blurs the message. 
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It Our Hotels Make 


Dusiness 


travel Feel Like AVacation, 





e AVacation 


At Four Seasons we're aware that 
when you're away on business your 
days can be even more pressure- 
Jacked than those spent at the office. 

. Which is why we want to make 

your stay so pleasurable, you'll look 
lorward to your next business trip. 

Superb restaurants, omes d 
pressing, complimentary shoe shine, 
twice daily maid service and 24-hour 
room service can bring calm to the 
most turbulent day 

Of course, attention to detail 


and unsurpassed service are the 
comerstones of our hotels, but they're 
also the foundation of our resorts. 
And that’ just the beginning. 
Each and every one of our 
resort locations have been carefully 
selected for their environmental 
beauty and peaceful serenity 
Yet all Four Seasons Resorts offer 
a wide variety of recreational activities 
lor you to enjoy at your leisure. 
Needless to say, at our resorts 
you'll be pampered by all the attention 


Room si rvice where th blue Pacific mects the San Ynez Mountains—The Four Seasons sort, Santa Barbu: «t 
vy 


y 


Neuport Beach California, Philadelphia, San Francisco, Seattle, Washington D.C 


Barbara (The Biltmore), Canada ( Minaki 1 dee, Northern Ontario) 


ine What Our Res 
Feel Like. 


Resorts 


you've become accustomed to receiv- 
ing at our hotels. 

But that shouldnt be surprising. 
Alter all, if both our hotels and resorts 
share the name Four Seasons, then 
they obviously share something else. 

Unparalleled service. 





r Seasons 


THE GRAND HOTELS AND RESORTSOF OUR TIME. 








UNITED STATES: Austin, Boston, Chicago [ The Ritz-Carlton f Chicago ( open: 1989), Houston ( Center), Houston | Inn on the Park). Lat À ngeles New York (The Pierre), 


CANADA: Montreal iLa Quatre Saisons), Ottawa, Toronto ( Yorkville), Toronto ( Inn an the 
Park), Vancouver. UNITED KINGDOM: London (inn on the Park) JAPAN: Tokyo ( opens 1991). RESORTS: Dallas ( Las Colinas), Maui ( Wailea 


Ope ms 1989) Santa 


For reservations in the U.S. call (800) 332-3442; in Canada (800) 268-6282: or your travel agent 
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IHE NEW 
MARCO POLO 
BUSINESS CLASS 


WARM, ATTENTIVE SERVICE 
TO HELP THE CORPORATE BODY 


ARRIVE IN BETTER SHAPE 


Now there's a business class 
that offers you friendly, 
attentive service, in a 
completely new environment. 

A business class served by 
our hostesses from 10 Asian 


lands. 





A business class with an 


excellent choice of gourmet 








dishes complemented by the 
finest wines. 


The New Marco Polo 





Business Class. Built to help 
the corporate body arrive in 


better shape. 





Arrive in better shape a 
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Trade finance. Treasury services. 
Merchant banking. Stockbroking. 
Insurance. Years of experience in 
different departments and offices of 
the HongkongBank group have given 
our staff specialized financial skills. 


That's why the HongkongBank 


group's member companies have 
gained a formidable reputation for 


their specialized financial services. 
Wardley in project and corporate 
finance. James Capel in stockbroking. 
Carlingford and Gibbs in insurance. 
To name a few. 


Advanced technology links these 
independently successful companies 
into a global network: over 1,300 
offices in more than 50 countries. 

The result: a unique mix of knowledge 
and experience worldwide. 


For more information, contact your 
nearest office of the HongkongBank 
group. 

Specialized skills providing fast local 
decisions, backed by global resources. 
That's our strength. 





HongkongBank 
The Hongkong and Shanghai Banking Corporation 


The British Bank of the Middle East * 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 30 JUNE 1988 
EXCEED USSII3 BILLION. 

























WEEK is a long time in journalism as 
A well as in politics. Not many days be- 
ore Ayatollah Khomeini sentenced a Brit- 
sh author to death for insulting Islam, west- 
etn newspapers were brimful of articles 
analysing Iran's ten revolutionary years 
-since the removal of the shah in 1979. Most 
-of the pundits, including The Economist's, 
explained confidently that the revolution’s 
wildness was largely spent: chastened by 
mear-defeat in the Gulf war against Iraq, Iran 
“was about to normalise relations with the 
outside world and concentrate on returning 
its economy to working order. | 
<- Normalisation indeed. As a result of the 
=> ayatollah's threat on the life of Mr Salman 
Rushdie, the author (now in hiding) of "The 
tanic . Verses", the same pundits are ex- 
ining confidently why normal relations 
with Iran will not soon be resumed. Britain 
has withdrawn its diplomats from Iran, and 
. Tran has promised to breach formal relations 
^ with Britain unless it receives an apology. 
Iran's relations with the other 11 members 
of the European Community have suffered 
too: after the Rushdie affair, all of them 
have called diplomats home from Tehran. 
The Europeans have been "splendid", says 
a grateful Mrs Margaret Thatcher. 

Less splendid are the internal implica- 
tions for Iran. Russia's foreign minister, Mr 
Edward Shevardnadze, was given an osten- 
tatiously friendly reception when he visited 





















i Venezuela 
The morning after 
the oll binge 


T ROUBLE was expected, but not on so 
AK grand a scale. The government admits to 
"several dozen" deaths, others think there 
were hundreds. Buses were burned, shops 
looted, shots fired, bystanders hurt as often 
as active participants. The violence that 
. erupted in Venezuela on February 27th was 
` more a series of riots than a coherent insur- 
rection. But it was a shock to a country that 
prides itself on being the social democracy of 
Latin America, and to Mr Carlos Andres 
erez, the president who spends a lot of time 
urging democracy on others. 
L^ On February 28th, less than a month af 
ter taking office, Mr Perez responded to the 
-riots by ordering a curfew, suspending the 
tight of assembly and of free speech, and 
ermitting detention without trial. He also 
ongly defended the austerity measures 
nst which the rioters were protesting, 
pon whose implementation the Inter- 
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Pragmatic no more 


Tehran last Sunday, February 26th. He dis- 
cussed the Rushdie affair with the Speaker 
of the Iranian parliament, Mr Ali Akbar 
Rafsanjani and the foreign minister, Mr Ali 
Akbar Velayati. A Soviet spokesman sug- 
gested afterwards that the Russians might be 
able to play "a positive role" in ending the 
dispute between Iran and the West. 

The idea of Russian mediation is not as 
outlandish as it seems. Mr Shevardnadze’s 
foreign ministry has been full of surprises re- 
cently. Moreover, some factions inside the 
Iranian government are evidently embar- 


national Monetary Fund has insisted as the 
condition for the first of what may be a long 
line of fresh credits to Venezuela. 

During his previous presidency, from 
1974 to 1979, Mr Perez was a free spender. 
His country’s exports of oil were soaring to- 
wards their peak of $19 billion in 1981; the 
government was borrowing billions more on 
the presumed credit of future earnings. In 
1988 oil exports were worth only $8 billion, 
and 4096 of that was due to service the for- 
eign debt. As usual, oil exports had enabled 
the government to maintain an overvalued 
currency, so exports of other things 
slumped while imports boomed. Venezuela 
is the classic post-oil-boom economy, paving 
the classic penalty of overspending and 
overborrowing, which is a drastic cut in 


' food and fuel subsidies and a harsh devalua- 


tion. That will certainly push up inflation, 
which was already running at 3596 at the 
end of 1988. 

Mr Perez has carefully laid as much 
blame as he can on Venezuela's greedy for- 
eign creditors, rather than on its own greedy 
overspending in the good years. His auster- 
ity plan allows for large wage increases that 
will help cushion the impact of rising prices 





- badly knocked by the Ru 












rassed by the ayatollah’s | 
would like to patch up the c ith 
West. This is probably what explains ac 
ous attempt by Mr Rafsanjani to sug 
that the death sentence pronounced 
Ayatollah Khomeini, 
justified on religious gro 
be regarded as an affair 

Mr Rafsanjani, howev 
ingly isolated. It is now x 
the cause of pragmatism 
has been the main ct 







































































noticing the alleged blas 
Rushdie's novel, Ayatollak 
appeared to be leaning towa 
jani's view that Iran needed 
with other countries to help re 
omy. On February 23rd the ir 
upright again. In a bitter, ata 
largely incomprehensible speech : 
ated the "world-devourers" of the Wi 
"liberals" and "money-worshippers" in. 
own country, and the "dangerous snak 
and mercenary writers" of colonialism. P 
As ever, Ayatollah Khomeini's utte 
ances are open to various interpretations. 
Dut it seems safe to say that a polite re- 
construction of his relations with western 
nations is not uppermost on the Iranian 
leader's mind. The Russians may well profit 
from the West's discomfort; but not much, 
and probably not for long. The ayatollah 
says that he is standing by his refusal to lean. 
“neither east nor west" and that he is disap- 
pointed by Mr Mikhail Gorbachev's lack of 
spirituality. That's this week's story, 
anyway. dE i 












































on members of the trade unions with which 
his Democratic Action party has close ti 
He seems to have thought he had persuade 
the workers to grumble rather than strike. 
The austerity is not brutal. Bus fare: 
have gone up by at least a third, but are : 
lower than operators’ real costs. Petrol st 
costs much less than it does elsewhe 











Painful austerity 










































































‘imports will: rise pi of Ms ex- 
1 large effective devaluation of the cur- 
y: Tariffs are meant to be cut, to shock 
| manufacturers into becoming more ef- 
ient. The idea is to reduce the budget defi- 
| make exporting more profitable and en- 


reign debt of $38 billion. 
Most rioters seem to have come not 
om the organised working class, but from 
e teeming masses driven from the country- 
e by low agricultural prices, and attracted 
o the cities by subsidies on food and fuel. 
Since they are unorganised, the rioters can 
esumably be beaten down; trade union 
aders will certainly prefer to back the presi- 
nt rather than the poor (often black) peo 
e of the shanty-towns. The repression be- 
n aid and carried away with it Mr 





3 FROM OUR CENTRAL AMERICA CORRESPONDENT 


[MHE wars, say the optimists, are cool- 
A ing down; the time for elections is 
here. The first proposition is miserably 
doubtful, but the second is true. By ihe 
- beginning of 1991 all six countries of the 
Central Ámerican isthmus will have the 
chance to vote for new leaders. Perhaps a 
new decade of peaceful reconstruction 
will follow the bloody conflicts of the 
1980s. Yet all the countries, save only 
Costa Rica, face threats to their stability 
. that are likely to go on using up the money 
their economies need. 
The date of El Salvador's election re- 
. mains uncertain (see separate, . story 
above). On May 7th Panama goes to the 
polls. The head of its armed forces, Gen- 
eal Manuel Noriega, accused in the 
United States of complicity in drug deal- 
ig, seeks legitimacy for his internation- 
ally disliked regime. Opposition leaders 
say the general wants.to make the country 
. look democratic by holding an election, 


Forthcoming general elections in Central America 





n. the bu fun, die dresden may 
emerge stronger. At home, his colleagues in 
the government, the ruling party and the 
unions will probably feel they must stand by 
him in trouble. Venezuela's fantastically 
rich businéssmen, who have hitherto 
thought of him as dangerously left-wing, 
should rally to his sidé as the only plausible 
defender of capitalism. Mr Perez will also 
have a powerful argument to put to the 
country's creditors, both foreign banks and 
public lending institutions. Look, he can 
say, what happens to a moderate govern. 
ment if you squeeze its country dry; let me 
off some repayments, and I will see you get as 
much as we can afford. He will have plenty 
of imitators. The debt argument will not 
change, but Venezuela's case will reinforce 
the debtors' side. 
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The isthmus at the polls 


while ensuring victory for his hand-picked 
candidate, Mr Carlos Duque. General 
Noriega has suspended the freedom of the 
press and other liberties. The opposition 
is split and demoralised. - 

In November Honduras holds an 
election to pick its third civilian president 
since military rule ended in 1982. The 
armed forces still wield much influence, 
and grumble a lot about civilian rule, but 
are kept docile by military and economic 
assistance from the United States. The 
election campaign, which began at least 
two years ago, is likely to be pretty dirty 
but as peaceful as the previous two. Hon- 
duras’s left-wing. guerrillas were almost 
wiped out in fighting in 1982-84. There is 
no direct proof that their remnants are to 
blame for several recerit assassinations, 
which have led President José Azcona to 
call for a "national dialogue". — 

Camps within Honduras contain some 
12,000-15,000 Nicaraguan contra sol 
diets, with more than 20,000 wives, chil- 
dren and dependants, all eating at the ex- 
pense of the United States. The contras 
seem unlikely to get fresh weapons from 
the Americans. The presidents of Central 
America have agreed that by May 14th 
they will formulate a joint plan to disman- 
tle the contra bases. 

In Guatemala the Christian Demo- 
cratic president, Mr Vinicio Cerezo, is 
due to leave office early in 1991 after three 
tense years during which society has 
opened up à bit, and the soldiers have 
moved away from the controls. He 
too has started a national dialogue, 
but the two main adversaries in the 












oling postponed - 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


HE voters of El Salvador had been ex- 

.pecting to elect a new president on 
March 19th.. They may have to make their 
choice a little later. The Christian Demo- 
cratic government of the dying president, 
Mr José Napoleón Duarte, offered on Febru- 
ary 26th to postpone the election for six 
weeks to allow the left-wing guerrillas of the 
Farabundo Marti Liberation Front (FMLN) 
time to take part. Mr Duarte says he is will- 
ing to meet the rebels in neighbouring Gua- 
temala to discuss peace—provided . 205 
agree to an immediate ceasefire. 

On the face of it, Mr Duarte's offer is 
generous. The American State Department 
called it "porem y. E most significant, 
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country’s armed cific T out of i it: 

the armed forces and the 1,500 or so sur- 
viving guerrillas of the Guaternalan Na- 
tional Revolutionary Unity Front. The 
president is fast losing support. "Nobody 
thinks much of his economic policies. The 
army demands toughness against the 
rebels. A half-baked coup by retired off- 

cers which failed last May is said to have 
been backed by businessmen and land- 
owners. The army seerns happier since 
October, when the government bought it 
20,000 m-16 rifles from the United States. 

- Nicaragua's war may be almost over, | 
after some 40,000 deaths. The Sandinist 
government has agreed to hold an elec- 
tion in February instead of November 
next year. It has offered the contras in 
Honduras safe conduct home, and an- 
nounced the release from prison of 1,800 
contra prisoners and 1,700 men who 
served in the national guard under the ex- 
dictator, Anastasio Somoza. The opposi- 
tion hopes to take advantage of the 
Sandinists' economic bungling, which has 
put inflation at an annual rate of over 
30,000%, and of government assurances - 
that the electoral law will be reformed and 
the press set free. But the opposition is 
badly divided. 

Last year Mr Oscar Arias of Costa 
Rica was on the crest of a wave, having 
won the Nobel peace prize. He ap- 
proaches next year's election down in a 
trough again. He is not personally 
touched by a drugs scandal involving 
members of the judiciary, the police and 
the national assembly, but there are ques- 
tions about some of his allies. Inflation is — 
rising to almost 20%. Mr Arias's critics. || 
say he is too keen on international pres- | 
tige, too reluctant to tackle the pressing. ; 
propia at home. 
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A, You may puse heard about the excellent 


eturns offered by offshore companies, yet 





put. off by eitl ier. r the lack of recog- 





isable company names or by confusion 





over what they actually do. 
77 Ás an overseas resident there are 


> 


definite ra in a offshore 


e — 7: to quote the Observer 
9th June 1988, “if one is going to "m 
money overseas the safest rule is to stick to 

7 the funds run by the offshore arms of UK 
financial institutions whose reputation and 

v 


standing are beyond dispute" 
Obviously, Barclays Bank and Barclays 
d + International Funds are such institutions. 
A wide choice 
4 We now offer 17 offshore investment 
© funds marketed from politically stabl le Jersey 
2 é 5 in the Channel Islands. Advisors to the 
funds are Barclays de Zoete Wedd Invest- 
ment Management Limited who currently 
; Alek after investors. funds to the value of 


E ! £r 12 7 ki | li ion. 









We have funds in equities across four 
Eo continents, major currencies, gilts and other 


fixed interest stocks. 





T hese investments. s have not been registered under the Securities Act of 1933 of the United States of Aenea and they are 
not available either directly or indirectly to residents of or citizens of the U.S.A. , #3 territories or possessions. 





. We have funds for income or growth * 





or both. 







Easy switching 


We offer total flexibility. You can easily 


















switch from one fund to another to respond 
to fluctuations in world markets. 

And you can start with as little as 
£1,000 or USS1,500, although we do offer 
special privileges to those investing £50,000 
or USS100,000 or more. 

Whatever amount you decide to invest, 
or whichever fund or funds you choose, with 
Barclays International Funds you will always 
enjoy one great benefit - peace of mind. 

Send the coupon today for more | r . 
details without any obligation on your part. | 
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send to: Richard Roberts, Barclays International Funds, 
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opportunity ever for peace" in El Salvador. 
In fact the government's motives are com- 
plex and not wholly selfless. The talk of 
peace comes desperately late in a hotly con- 
tested election race in which the far-right 
Arena party has a lead of 7-1096 in opinion 
polls over the Christian Democrats. Post- 
poning the vote might put Arena's chance 
in jeopardy and probably breaches the coun- 
try's unfathomable constitution. Mr Duarte 
thinks that the constitutional problems can 
be put right with a plebiscite. 

Under Mr Duarte's peace plan fighting 
would come to a permanent end, the rebels 
would be incorporated into the political 
mainstream, and the FMLN would have to 
recognise the government's armed forces as 
the country's only legitimate military insti- 
tution. In response, the FMLN high com- 
mand insists on holding the talks in the cap- 
ital, San Salvador, "in full view of all 
Salvadorans’’. The rebels say they are ready 
for a ceasefire while the talks go on, but that 
a permanent halt to the fighting would have 
to be settled in negotiation. They also want 
to cut the armed forces from their present 
strength of 56,000 to the pre-war 12,000, to 
set up a single civilian police force and to 
disband the death squads. 

While the government pondered, the 
army produced its own surprise offer of a 
unilateral ceasefire until June Ist, when Mr 
Duarte’s presidential term ends. That was a 
turnaround. A week earlier army chiefs had 
dismissed rebel peace proposals as an at- 
tempt by terrorists to launch a “Marxist-Le- 
ninist plan to assert power in our country." 
The army remains the country's single most 
powerful institution and hates the guerrillas' 
suggestion to cut its size. It fears that bring- 
ing the FMLN into legal politics would under- 
mine the army’s constitutional role as guard- 
ian of law and national security. But some 
officers also feel that a chance of peace 
should not be thrown away. 

There may be similar differences on the 
rebels’ side. Their spokesmen offer a 
ceasefire, but reporters who visit their 
mountain camps have been told that guer- 
rilla commanders have received orders to re- 
cruit more fighters. Morale seems high. The 
FMLN commands some 10,000 well-armed 
combatants. [n recent months their rural in- 
surgency has advanced into the cities, at- 
tacking well-defended military targets with 
apparent ease. 

In an opinion poll commissioned by the 
Catholic university in San Salvador, 6896 of 
those asked supported a directly negotiated 
settlement between the government and the 
guerrillas. If Mr Duarte's proposals are to 
stand a chance, they must be supported by 
the national assembly. For the motnent the 
assembly approves of the plan. But Arena 
has had a majority in it since March last 
year. Will Arena endorse a peace plan that 
cheats it of legitimate power? 


ls —MÀt— ÍnÓ— P— — ÁÓ—sts—oà 


48 


No mention here of the FLN 


Algeria 


Neatly done 


FROM A MAGHREB CORRESPONDENT 


OR plucking safety from the nettle dan- 

ger, President Chadli Benjedid of Alge- 
ria scores high marks. Five months ago 
street riots erupted across Algiers, basically 
because a lot of Algerians loathed the aus- 
terity programme Mr Chadli insisted the 
economy needed. The referendum held on 
February 23rd shows that, since those riots, 
the president has deftly beaten off his 
hardline rivals in the ruling party, the Na- 
tional Liberation Front (FLN), and used the 
crisis to advance his own ideas. 

President Chadli's efforts since he came 
to power to give the country a taste of pri- 
vate enterprise had been resisted by conser- 
vatives in the party, the government and the 
army. One by one, those institutions have 
now been de-conservatised. Out of the FLN 
went its detested deputy leader, Mr Moham- 
med Cherif Messadia, and most of his allies. 
In November the cabinet was cleared out 
and a new prime minister, Mr Kasdi 
Merbah, appointed. The army required, and 
got, a more delicate approach: most of the 
generals opposed to pluralism were kicked 
upstairs, away from key operational posts 
into safe administrative jobs in Algiers. 

The way thus having been cleared, the 
president took the first step along his cho- 
sen liberalisation road. This was the forma- 
tion of "vocational associations” free of FLN 
patronage. Journalists, doctors, lawyers, 
teachers and working men met in halls and 
schoolrooms to set up their independent 
groups. Many of them said they wanted a 
multi-party system to replace the FLN's one- 
party rule. President Chadli at first seemed 
to equivocate: in the end he proposed à 








whole new constitution. 

This constitution was approved by 7396 
of those who voted in the referendum on 
February 23rd and replaces the 1976 Na- 
tional Charter. The 1976 description of so- 
cialism as Algeria's "irreversible choice" has 
vanished. The word socialism does not ap- 
pear at all. There is only one reference to the 
FLN, an acknowledgement of its "historic 
role". The new constitution separates gov- 
ernment from parliament, and prescribes an 
independent judiciary. 

The "associations of a political nature" 
allowed by Article 40 appear to open the 
way for a multi-party system. The national 
assembly meets this month to adopt a plural- 
ist electoral code. President Chadli wants 
the new associations to take part in local 
elections first, national-assembly ones later. 
The FLN will continue to function but some 
Algerians think it could break up as the new 
groups evolve into proper parties. 

That may be premature. The referen- 
dum had its dark sides for Mr Chadli. A 
fifth of the electorate abstained, and over a 
quarter of those who did take part voted 
against the new constitution. Some of this 
opposition stems from dislike of the presi- 
dent's austere economic policies. The aus- 
terity may continue: the prices of gas and 
oil—Algeria’s main sources of income—are 
low; the country has a $23 billion debt. 

One force that feeds on this discontent 
is radical Islam. Fundamentalist Muslims 
urged a boycott of the referendum. Led by 
young imams from the capital's poorer quar- 
ters—Bab el Oued, Kouba, Chevally—the 
Islamic movement wants a constitution 
based on sharia law. The newly declared 
front for the defence of Islam (Fis) issued an 
eve-of-referendum declaration saying that 
"it is time to take the hand of the people and 
realise, inshallah, the Islamic state.” 
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The Berlin effect 


FROM OUR BONN CORRESPONDENT 


ORE than a month after the first 
shock, the full significance of the 
West Berlin election is becoming clear. Its 
impact is already being felt far beyond Berlin 
itself. The belief is growing that the result 
may have been a watershed in post-1945 
German politics. 
Barring a last-minute hitch, West Berlin 
s about to be ruled for the first time by a 
-oalition of Social Democrats and Greens 
(called Alternatives in Berlin). The two par- 
ties, which won 72 of the local parliament's 
138 seats in the election, aim to agree on a 
joint programme by March 6th and to form 
à government around mid-month. It will re- 
place an alliance between Chris- 
tian Democrats and liberal Free 
Democrats, the same parties which 
(along with Bavaria's conserva- 
tives) form the centre-right govern- 
ment in Bonn under Mr Helmut 
Kohl. 

While not saying anything in 
public for fear of making things 
worse, a lot of businessmen pri- 
vately make it clear that they are 
deeply worried at the prospect of 
red-green rule in West Berlin. So 
are the three western allies (Amer- 
ica, Britain and France) who with 
rhe Russians still technically con- 

rol Berlin. Mr Walter Momper, 
the Social Democratic leader likely 
to become governing mayor, has 
prised from the Alternatives a 
statement renouncing violence 
and accepting the allied presence 
in the city. Many people wonder how firm 
those pledges are. 

The new coalition will be trying to run a 
volatile city with above-average unemploy- 
ment, a housing shortage and a lot of for- 
eigners. Those three problems help account 
for the success of the far-right Republicans, 
who won 712% of the vote and 11 seats in 
the election on January 29th. Mr Kohl's 
Christian Democrats hope West Berlin's 
red-green alliance will split well before its 
four-year term is up, as a red-green govern- 
ment did in the state of Hesse two years ago. 
The Christian Democrats would then have 
a chance to do better in a new election. That 
was one reason (another was the fear of giv- 


ing a further boost to the extremes of both 
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left and right) for their not really attempting 
a "grand coalition" with the Social 
Democrats. 

But what if Berlin's red-green experi- 
ment works? Many top Social Democrats at 
national level have virtually ruled out the 
idea of an alliance with the Greens, who 
seem hopelessly divided between a prag- 
matic "Realo" faction and a wild "Fundi" 
(fundamentalist) one. If Mr Momper can 
make a go of his coalition with the (hitherto 
Fundi) Berlin Alternatives, he will put a sim- 
ilar alliance in Bonn firmly back on the 
agenda as West Germany moves towards a 
general election late next year. Until re- 





The Momper message spreads 


cently, despite Mr Kohl's occasional trou- 
bles, it seemed pretty safe to assume that his 
centre-right coalition would win that elec- 
tion. The West Berlin result has scared Mr 
Kohl and his partners into thinking that, if 
they are not careful, they could lose it. 
Senior members of the Kohl coalition 
have already made the point to some of the 
western allies (including the Americans and 
British) in connection with the dispute over 
modernising NATO's short-range nuclear 
missiles. The coalition is losing ground 
badly in opinion polls (see box on next 
page). It is feverishly trying to respond to the 
Berlin result with programmes to build more 
homes and to staunch the inflow of people 
from abroad. It does not want an election 





campaign in which it can be branded by the 
left as "weapons-hungry". The message to | 
the allies is: "Don't push us for a firm com- 
mitment to accept updated nuclear weapons 
on German soil until after the electio f 
otherwise you may get a government in 
Bonn which wants no missiles of any kind. 
and which will be much less friendly to 
NATO.” " 
This is a sharp change from the start of 
the 1980s. Then a Social Democratic chan- 
cellor, Mr Helmut Schmidt, was fighting 
against many in his own party for NATO'S 
“twin-track” policy on medium-range nu- 
clear missiles (the West would deploy them 
unless the East would agree to cut or abolish 
such weapons). West Germany’s allies con- 
soled themselves with the thought that, if 
Mr Schmidt fell, Mr Kohl would come to 
power with a party committed to NATO's 
strategy. That is what happened in 1982. 
Nowadays Mr Kohl is in a tight corner, ad- 
mittedly not for the first time (and with a 
proven Houdini-like ability to slip - 
free), but with no alternative un- 
equivocally sympathetic to NATO. 
Mr Mikhail Gorbachev, who is 
due to visit West Germany in June, 
is responsible for much of the 
change. Polls show that most West - 
Germans no longer reckon the 
Russians are a threat, not even in 
divided Berlin. Few Berliners say as 
openly as the Alternatives did be- 
fore the election that they want the 
allies out, but many wonder 
whether so many allied troops 
(around 10,000) are needed. It is. 
after all, 18 years since the allies. 
and Russia signed the four-power 
agreement guaranteeing the secu- 
rity of the city, and it is 40 years. 
since the Berlin airlift. . 
Some commentators—notably 
Mr Joachim Fest, the author of a 
good book on Hitler—are drawing a wider 
message from the Berlin election. Reflecting 
on the result in the Frankfurter Allgemeine. 
Zeitung, Mr Fest suggests that two factors. 
which made for domestic stability in West 
Germany for many years are losing their 
force: the sense of an external threat and the 
memory of the shaky Weimar republic. 
which culminated in Hitler's dictatorship. 
Noting that one political extreme tends to 
provoke another, he expresses surprise not 
at the success of the far right in West Berlin | 
but at the fact that it has emerged only now, 
years after the rise of the radical left. 
Similar conclusions are drawn by a Ber- 
lin historian, Mr Arnulf Baring, in his re- 
cent book "Unser Neuer Oróssenwahn" 
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. FROM OUR BONN CORRESPONDENT 


OR evidence that the shock in the 
Å West Berlin election was more than a 
‘local freak, look at the opinion polls. A 
- poll taken by the EMNID research institute 
d published on February 27th in Der 
Spiegel shows how the mood in West Ger- 
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Jur New Megalomania”). He fears Ger- 
ans are again in danger of overestimating 
selves, this time by believing that they 


tition with an eastern one without risk 
nd without danger of harming the Ameri- 
an base on which the federal republic to 
his day stands." These are grim thoughts. 


think them. 





Greece 
It was easier with. 
oebbles 


ROM OUR ATHENS CORRESPONDENT 


' VER since the Oreeks invented voting 
4 some 3,000 years ago, their rulers have 
en tailoring electoral systems to suit their 
eeds. The modern Greeks have changed 
“ir voting system within six months of 
ling day in nine of their 11 general elec- 
ns since 1951. True to tradition, the rul- 

+ Greek Socialists of Mr Andreas 
pandreou are now trying to devise a sys- 
m that will keep them in power for an un- 
ecedented third term. But time is short: 

e election will probably be held on June 
th. Worse, Mr Papandreou does not 
ow which system would be best for him. 
Jorse still, he is beset by scandal and ill 
ealth. | 

Before it came to power in 1981, the So- 
ialist party had promised to introduce à 
rer system of proportional representation 
PR. B But after a fow pn or the delights of 


German questions, new answers 


e "capable of replacing their western ori-. 


ut the Berlin effect is making more people — 


many is changing, in ways that are espe- 
cially unsettling for the chancellor, Mr 
Helmut Kohl. | 

His Christian Democrats and their Ba- 
varian allies are given only 3896 of the 
vote, the lowest result recorded for them 
by EMNID in three decades of polling. The 
liberal Free Democrats, the other partner 
in the government alliance, are given 9%. 
That leaves Mr Kohl's coalition trailing 
the Social Democrats and Greens, who 
are given 41% and 8% respectively. 

By comparison with the previous poll, 
taken in January, the established parties 
all lost support and the Greens did not 
gain. The only winner was the far-right 
Republican party, with 396 of the vote. 
That is below the 596 needed to win par- 
liamentary seats in West German elec- 
tions. But 996 of West Germans who 
could not bring themselves to support the 


unrestrained one-party rule, the Socialists 
qualified their commitment to electoral re- 
form, pledging themselves to bring in “a PR 


system. that will also ensure government sta- 
' In 1985 such a system helped the So. 
cialists take 54% of the seats in parliament 
with just under 4696 of the vote, while the, | 
. Communist party (KKE), polling nearly 10% - 


bility.” 


of the vote, got only 4% of the seats. | 
Mr Papandreou’s psephological wizard 


are now hard at work to invent a system that E 
could be portrayed as PR, but would,inthe — 
ot of ‘stability’ aes his is party in Hed 


First, hé governmetit' $1 popu 
suffered as a result of d scand 
Papandreou's uncertain health and his k 


_ affair with a former airline stewardess. Opi 3 


ion polls for the Athens area 





a give'the con- 
servative New Democracy a YT-poiiit lead j 


over the Socialists. Calls from within his 
own party for Mr Papandreou to step: down 
have been growing louder. | 

Second, communist voters who ius 
ported the Socialists in 1985 in order to pre- 
vent a "right-wing comeback" may not do 
so again. The two communist parties—the 
Moscow-oriented KKE and the Eurocommu- 
nist Greek Left party—have set up the Alli- 
ance of Progressive and Democratic Forces. 
It has attracted some prominent Socialists 
fed up with Mr Papandreou, among them 
Mr Apostolos Lazaris, a former economy 
minister who is perhaps the most respected 
of Mr Papandreou’s old guard. 

Third, New Democracy is doing its ut- 
most to reassure leftists that, if it returns to 
power, there will be no witch-hunt of the 
left. To make its promise more convincing, 


‘Republicans this time told the pollsters. à 


West Germans are worried about a mili- 












they would like to see the rightists in par- 
liament all the same. 

The answers to other questions reveal 
a marked drop in confidence in recent 
years in all political parties, and in the . 
armed forces, At the same time far fewer 


tary threat from the East—only 20% now, 
compared with more than 50% in the 
early 1980s. 

A surprising loser in the “top politi- 
cian” popularity stakes is the foreign min- 
ister, Mr Hans-Dietrich Genscher. After - 
years at the en he slipped in December 
to second place (behind the Bundestag 
president, Mrs Rita Süssmuth) and has - 
now plunged another four percentage 
points. A separate poll even puts him in 
third place. It is hard to believe that his 
loss of popularity is a result of his pro- 
Gorbachev views. More likely he is being — 
blamed for bungling in connection with y = 
German deliveries for the alleged chemi- | 
cal-weapons plant in dia be 9 
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New Democracy's leader, Mr Constantine 
Mitsotakis, has joined the other three oppo- 
sition leaders—Mr Harilaos Florakis of KKE, 
Mr Kostis Stefanopoulos of Democratic Re- 
newal, a conservative breakaway group, and. 
Mr Leonidas Kyrkos of the Eurocommu- 
‘nists—in demanding an immediate election 
under a PR system. 

i ; Together, these changes akei it harder 





One man, one psephos 
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IC's a scientific fact...and one of Nature's marvels. During the early 
years of childhood, the human mind is best programmed for learn- 
ing a language — any language. 

That's why children learn so much more easily than adults, even 
before being able to read. They learn the same way they 
learned English — naturally — by listening, seeing, and imitating. 
In the international world our children will compete in — 
where so many Europeans and Asians start a foreign language 
early — a second language will be essential. Vital for competing with 
polished and accomplished peers. 


Sample ages for beginning a second language * * 
Japan . : 
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* * Ages represent top schools and programs. compulsory language education usually begins several years later 


From the BBC, World Leaders in Language Education. 
For the first time ever in the USA, your child can learn French or 
Spanish using the most successful Language Course for Children 
ever created! 

Muzzy, aunique video learning program, is produced by the BBC 
— the world's foremost teachers of language. Specifically de- 
Signed for children (pre-school through age 12), Muzzy uses color 
animation, enchanting songs, and charming, involving characters 
(including Muzzy himself), and teaches children to absorb a new 
language the same way they learned English. 

It's so easy and so much fun. In fact, most kids love to watch or 
listen over and over again, just like their favorite TV shows! 


Complete Language Learning Course! 
Everything needed for a child to master beginning French or 
Spanish is included. Four video cassettes. Two audio cassettes. An 
activity book and an excellent parent's instruction guide plus 
answer book. All in attractive, durable storage cases. 

Through listen-and-learn and see-and-learn, your child will 
begin speaking a foreign language from the very first day! He or 
she can learn alone, or you can help and learn the language, too! 


No Risk Guarantee! 

Here is perhaps the greatest gift you will ever give your child. ..a 
second language. And at an astonishingly affordable price of just 
$145t , payable in four credit card installments. And there's no risk! 
If you and your child are not absolutely delighted, you may return 
the course within 30 days for a full refund. Order today from Early 
Advantage, 47 Richards Avenue, Norwalk, Conn. 06857. 

t Plus $4.75 shipping/handling per course. 





cCLanguage Course for Children 
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Spanish or 
French available 






Now 





Available 


for the 


First Time | 


inthe 
U.S.A.! 





By exclusive arrangement with the British Broadcasting Co 
A program proven with thousands of European youngsters. 
And the whole family can learn the language. too! 


* Proven results for pre-school through age 12 
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The BBC Language Course for Children 


Early Advantage 
47 Richards Avenue 
Norwalk, Conn. 06857 


For Fastest Service — Call Toll-Free: 1-800-367-4534 


Satisfaction 
Guaranteed 


Yes! Please send me The BBC Language Course(s) for Children! have indicated 
I understand only VHS format is available 


(Please check appropriate items.) Language: |) FRENCH O SPANISH 


Name 





PLEASE PRINT CLEARLY 
Address —————————————————— — 


City/State/Zip ———————————————————— 


Signature ————————————— — M— HU 
(All orders subject to acceptance ) 


Charge each of four equal monthly $37 44* installments to my credit card: 


LJVISA [jMasterCard [jDinersClub [] American Express 
Exp 
Credit Card No. Date 





L] I prefer not to use my credit card and will pay by check Enclosed is my 

deposit of $50* for each course. | will pay the balance of $99 75* as billed in 

three equal monthly installments 

“Includes one-time shipping/handling charge of $4.75. Connecticut residents add 712% sales tax 
Allow 6 to 10 weeks for shipment 8447 
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Khomeini called on all Muslims to seek. 
out and execute Salman Rushdie, the: — 
author of The Satanic Verses, and those. 
involved in its publication worldwide, . ^. 
We, the undersigned, insofar as we . l 
defend the right to freedom of opinion | 
and expression as embodied in the 
Universal Declaration of Human Rights, 
declare that we also are involved in the. 
publication. — s has 
We are involved whether we approve the 
contents of the book or not. We. ..— 
appreciate the distress the book has 
aroused and deeply regret the loss of life 
associated with the ensuing conflict. . 

We call upon world opinion to support = 


































ideas and beliefs and to discuss them” — 
with their critics on the basis of mutual ` 
tolerance, free from censorship, Ux 
intimidation and violence. — < . .. - 
We request all world leaders to- 'ontinue |» - 
to repudiate the threats made against — 
Salman Rushdie and those involved in. ^ 
the book's publication worldwide, and to — 
take firm action to ensure that these 
threats are withdrawn. 
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for Mr Papandreou to pull off one of his 


conjuring tricks, such as a spectacular rup- 
ture with the Americans or another crisis 
with Turkey, in order to muster the support 
of left-wing voters. An outright Socialist vic- 
tory looks improbable. So who will help 
him? The prime minister’s natural allies are 
on the left. But an attempt to trade PR for a 
commitment by the left to a post-election 
Socialist-left coalition failed, and the gov- 
ernment's relations with the opposition par- 
ties have become so poor that he can hardly 
count on their support at all. 

No wonder Mr Papandreou had to 
break his promise to table the next electoral 
law before the end of January. He wants a 
voting system that will minimise the discon- 
tent of city voters and maximise the per- 
sonal support he still enjoys in the country- 
side. Farmers are better off than eight years 
ago, thanks to EEC hand-outs; and, being a 
captive audience of the state's television mo- 

opoly, they are largely sheltered from the 
scandals that so absorb Athens. While Mr 
Papandreou's psephologists search for a 
magical solution, the prime minister himself 
is putting on a brave face. In an energetic 
speech to some 20,000 party faithful on Feb- 
ruary 26th, he proclaimed that the Socialists 
would win a third term, with enough seats to 
govern alone. 


Yugoslavia 


Tricked at I repca 


HE surprise in Yugoslavia's recent trou- 

bles had been the silence from its most 
explosive people: the Albanians in the prov- 
ince of Kosovo. The Albanians rioted in 
1981, but had lately stayed quiet during the 
rise of Serb nationalism around them. The 
‘lence has now ended. 

The Kosovo Albanians are passionately 
against the proposed subjugation of their 
province to Serb rule from Belgrade. Al- 
though Kosovo is formally a part of Serbia, 
it has since 1974 enjoyed virtually the same 
rights as Yugoslavia's six federal republics. 
But Serbia now wants to take over the 
responsibility for Kosovo's courts, police- 
men and defence. 

On February 20th Albanian miners in 
Trepca, a large lead and zinc mine, went on 
a hunger strike underground to support 
their demand for the retention of Kosovo's 
autonomy. They also wanted the resignation 
of three senior party officials regarded by 
most Kosovo Albanians as stooges of Mr 
Slobodan Milosevic, Serbia's party boss. 
The federal government in Belgrade sent in 
troops. Senior party officials came from Bel- 
grade to plead with the miners to return to 
work. For a while, the whole province came 
to a standstill. 

On February 27th the Trepca sit-in 
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Kosovo’s underground resistance 


ended, with many of the |,200 miners car- 
ried out on stretchers, but also with what 
seemed a victory. The three allegedly pro- 
Serb officials—including Mr Rahman 
Morina, who had been appointed party 
boss of Kosovo under pressure from Bel- 
grade in January—resigned. Jubilation 
among Kosovo’s Albanians, relief among 
most of Yugoslavia's non-Serbs. In Slovenia 
300,000 people had signed a petition sup- 
porting the Albanian miners. A meeting on 
February 27th in Ljubljana, Slovenia's capi- 
tal, in support of the miners was attended by 
the local party leader, Mr Milan Kucan, who 
attacked Mr Milosevic for trying to “square 
political accounts with miners’ lives". 

But the Serb backlash was not long in 
coming. Within a few hours of the Ljubljana 
rally and the end of the sit-in in Kosovo, 
crowds began to gather in Belgrade. The 
next day at least 500,000 people attended a 
rally there, at which Mr Milosevic vowed 
that Serbia would never surrender Kosovo. 
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He promised that the instigators of the 
Trepca protest would be punished, and that 
the three officials’ resignations were being 
reconsidered. 

Both the federal party and the Yugoslav 
presidency have endorsed the policy of re 
jecting the Kosovo Albanians’ demands. 
But there is great unhappiness over this in 
Croatia and Slovenia, where many people 
believe Mr Milosevic wants to restore the 
Serb dominance which marked Yugoslavia 
between 1918 and 1941. Relations between 
Slovenia and Croatia on the one hand and 
Serbia on the other are probably worse now 
than at any time since 1945. But nobody in 
the western republics feels ready, or able, to 
challenge Mr Milosevic in his domain in 
eastern Yugoslavia. 

The Kosovo conflict is far from over. 
After successive purges over the past two 
years, the pro-Milosevic forces are still short 
of a majority in the Kosovo assembly, which 
would have to give its agreement to the pro- 
posed constitutional changes limiting 
Kosovo's autonomy. So more pressure will 
be needed from Belgrade to bring it to heel. 

The mood in Kosovo may become ugly 
after what is already seen as a humiliating 
piece of Serb trickery. Violence by the local 
Albanians would play into Mr Milosevic's 
hands: he is widely believed to want to place 
Kosovo under prolonged military rule, such 
as was in force there for a while after 1945. 
But that would be risky. In such circum- 
stances even more of the remaining Serbs in 
Kosovo (now below 1096 of the population) 
might leave the province for the greater 
safety of Serbia proper. That would speed 
up the creation of that old Serb nightmare: 
an ethnically pure Albanian Kosovo. 
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| (OLD, volcanoes and salted cod—Ice- 
BT. landers can take the worst that na- 
—| ture has to offer. And for more than half a 
| century they have been taking it without 
- beer. Since 1915, when Iceland brought in 
|. total prohibition, beer has been kept out 
|| of the country. (Wines and spirits were al- 
— lowed again in the 1920s and 1930s and, 
|] as anybody who has spent a Saturday 
|. night in Reykjavik knows, they are widely 
|| used.) On March 1st beer went back on 
| sale: people, the state-controlled liquor 
|| monopoly admitted, “got crazy”. 
| ^^ As the party started, Icelanders had 
|| four native brews to chose from and one 
|| American brand, Budweiser. Danish and 
Austrian beers missed the start: 20 con- 
||. tainer-loads of Tuborg and Kaiser got to 
rt only the morning the ban was lifted. 
feelend, with a population of just under 
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Sauce Lyonnaise 
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 ADJECTIVES coat Lyons like a sauce: 
L À rich, contented, discreet. Mr Raymond 
Barre, its best-known politician, is not exag- 
gerating when he calls his adopted city "in- 
t ed". The city's businessmen would 
rather make money than talk about it. Local 
government has the flair of an insurance 
firm. Dullsville-sur-Rhóne? No. The race for 
mayor between a 78-year-old incumbent, Mr 
F rancisque Collomb, and his rival, Mr Mi- 
chel Noir, is as fierce as the Socialist derby in 
extrovert Marseilles. 

— Lyons exudes prosperity. Just outside, 
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er and Brennivin 


250,000, is expected to down more than 
7m litres of beer this year, even at 100 kro- 
ner (almost $2) a can. 

The prohibition on beer was odd in a 
country whose most popular scoop is the 
native-brewed Brennivin, an infamous 
kind of schnapps with 45% alcohol. Wine 
was readmitted a few years after the start 
of prohibition in 1915, because Spain and 
Portugal, which bought a lot of fish, were 
cross when their wine, port and sherry ex- 
ports were banned from Iceland. 

Spirits, though expensive, went back 
on sale in 1934, when prohibition was 
lifted. The ban on beer (except for a 
pointless 2.25%-alcohol variety) was left 
to placate the temperance movement. The 
teetotallers felt that beer was a young peo- 
ple’s drink and its sale was likely to en- 
courage them to start down the wicked 


France’s local elections on March 12th and 19th are not just a mid-term test 
for the Socialist green of Mr Michel Rocard. They also pit left against 
aris correspondent reports from Lyons, right against right 


and conveniently downstream, is one of 
France's biggest chemicals complexes. Back 
from near-extinction, Lyons's textile indus- 
try is a high-tech success. Its bio-medical lab- 
oratories are reputedly world class. So are 
the restaurants. So why is the silver-haired 
Mr Collomb under challenge? 

Lyons is used to long reigns. Mr 
Collomb is only its third boss since 1905 
(Edouard Herriot was mayor from 1905 to 
1957, except for the occupation years). For 
13 years he has directed a team of managers 
from his elegant office in the seventeenth- 
century town hall. The odd scandal or ad- 
ministrative bungle has not seriously dented 
Lyons's reputation for being well run. On 
the centre-right, but with no party label, Mr 
Collomb suits his town's mild conservatism. 
The non-party Mr Barre is on his ticket. 

Mr Collomb’s trouble is his discretion. 
Lyons needs a booster, say his critics, not a 
tight-lipped dignitary. Behind him are a few 
old business families which have nursed the 
city's affairs for decades, and there are signs 
of impatience with this cosy set-up. New- 
comers are changing Lyons, as are new firms 
and agencies, such as Interpol, and a branch 
of France's top research university, the 
Ecole Normale Supérieure. 

At nearly six foot six, the man who 
wants to lead the new Lyons is not the sort 
to get lost in a crowd. Son of clothes workers 
from Croix-Rousse, a once working-class 









road. Which shows how much they under- | 
stood about the adolescent impulse to 
drink: it is unlikely that any of the young 
folk revelling in Reykjavik this week were 
enjoying their first taste of alcohol. 





district, Mr Noir quickly made his mark in 
the neo-Gaullist party of Mr Jacques Chirac. 
He ran against Mr Collomb in 1983, when 
he was 37. Three years later he became min- 
ister of foreign trade in the Chirac govern- 
ment. Explaining poor trade figures month 
after month might have sunk a less buoyant 
politician. He kept in the news. Though of 
an opposing party, he always had a kind 
word for President Mitterrand. When some 
neo-Gaullists were considering a quiet deal 
with the far-right National Front, Mr Noir 
said it was better for parties to lose elections 
than their souls. 

The thought that he might win in Lyons 
leaves his fellow neo-Gaullists with mixed 
feelings. Mr Chirac will hold Paris, where he 
is mayor. But his party may lose some of the 
cities it won in 1983. The voting system ^^ - 
complex and outcomes hard to predict, e 
pecially if public-sector strikes spread. For 
all but the smallest towns, the elections take 
place in two rounds, with a mixture of pro- 
portionality and first-past-the-post. In Lyons 
the Socialists, led by another Collomb (Gé 
rard, no relation to Francisque), are proba- 
bly too weak to profit from the division of 
the right. A Noir victory would make up for 
neo-Gaullist losses elsewhere. It would also 
strengthen a potential rival. 

Whoever wins in Lyons must reckon 
with neighbouring Villeurbane. Its mayor, 
Mr Charles Hernu, is a Socialist. Though 
his and Mr Collomb's are different cities, 
they feel more like two boroughs. A police- 
man's son, Mr Hernu was once minister of 
defence. He had to give up when French 
frogmen in New Zealand sank the Rainbow 
Warrior, a ship protesting against French 
atomic tests, killing a crewmember. From 
his office filled with ceremonial daggers and 


regimental mementoes, he hopes for a come- 
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g the entire urban area of many 
d about 1m people. The Collomb- 
t atte s suits him fine. 















. Hidden links 


REQUENT flyers with the Soviet airline 
À Aeroflot (known unaffectionately the 
world over as Aeroflop for its appalling acci- 
dent record and much else) can take some 
` comfort from an item carried last month by 
the South Korean news agency Yonhap. It 
said that officials from Korean Air and 
Aeroflot had agreed in principle on a new 
service between Moscow and Seoul. This is 
not just another chance for Soviet cabin 
ws to be rude to their passengers over 
. £ distances. According to the South Ko- 
reans, the new route will probably be as- 
signed not to Aeroflot but to a new Soviet 
airline, Avialat. 









February in the EEC 


Ministers decided to recall their ambassa- 
dors and heads of mission from Tehran in 
protest at Ayatollah Khomeini’s death 
threat against Mr Salman Rushdie, the au- 
thor of "The Satanic Verses”. Britain 
. went further and decided to close its dip- 
 lomatic mission there altogether. The 
ministers condemned the Iranian leader's 
incitement to murder as a breach of the 
most elementary principles governing re- 
lations between sovereign states. 
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Trade and industry 
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: The Community and America d to 
sue for peace in their trade dispute over 
the EEC's ban on imports of hormone- 
treated meat. They will try to reach a ne- 
gotiated settlement by the end of April. In 
the meantime the Americans will scale 
down the sanctions they imposed on 
$100m-worth of EEC food-and-drink ex- 
ports in response to the Europeans’ im- 
port ban. The Community decided not to 
retaliate while the negotiations go on. 


: Relations with Japan were less smooth. la- 
pan reacted angrily to the poor response 
by EEC countries to its request to lift 131 
import quotas they still impose on Japa- 
nese goods. The Europeans were ready to 
make small concessions, but were not pre- 

;pared to remove quotas on major items 
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of Latvia. When the Soviet news agency 
TASS announced it last August, it said that 
Avialat intended to compete with Aeroflot 


for the domestic holiday and travel business. 


TASS then explained cryptically that Avialat 
would also go into the international airline 
business, “considering Latvia's expanding 
foreign economic relations”. 

Latvia's trade may well benefit, but 
Avialat also provides a face-saving way for 
officials in Moscow to get to countries, like 
South Korea, with which the Soviet Union 
has no diplomatic relations. The use of 
Avialat is only the latest in a series of ruses 
by which trade-hungry Soviet officials have 
tried tó save their government's blushes. 

Earlier this month a joint South Ko- 
rean-Hungarian trade delegation returned 
from a trip to the Soviet Far East, where it 
had been investigating business prospects in 
construction, timber, coal processing, ship 
repair and fishing. Why the hand-holding? 


Because South Korea and Hungary recently — 


established diplomatic relations. The Hun- 
garians will act as middlemen. 


ODADAN AAAA » f 


such as cars and home-electronics equip- 
ment. In a bid to get Japan to transfer its 
semiconductor technology to the Com- 


. munity, the European Commission issued 


new rules linking the origin of semi- 

conductors to the place where the essen- 
tial technology has its source. Chips 
merely assembled in the Community do 
not qualify as made-in-Europe. 


Economics and finance 


sasare #esjerasetnkrvttrttstesratttet+osstžroxtetasypavgezsrsesttaa 


A commission report gave warning that, 
although in general growth prospects are 
good, the EEC economies are moving far- 
ther apart as 1992 draws nearer. Basing its 
findings on three macroeconomic indi- 





cators, the commission says that pro- 
longed disparities could compromise 
growth, undermine private-sector confi- 
dence and threaten the goals of the 1992 
project, It considers the British and Span- 


| joint enterprise c established 1 
last year in the enterprising Soviet republic 


. British government for loss of sales follow 









China, regards Taiwan as one 
inces, not as an independent coun 
November Moscow News was ta 
presumably by the vigilant Chin 
article which listed Taiwan among 
world’s developing "countries", an 
obliged to print an apology. When a. 
wanese trade mission visited the So 
Union last autumn for the first time in 
years, Soviet officials suggested that, si 
Taiwan counted as a province under 
cow rules, trade could be done throug 
government of the Ukrainian republic 
Taiwanese were not best pleased. —. 

One ruse was caught out last year. 
sia imports for reprocessing and subse: 
re-export uranium hexafluoride proc 
in Britain from uranium that comes ir 
from South Africa and Namibia ( 
South Africa has agreed to withdraw f 
later this year). The Soviet Union does 
like to admit to links with South Afric 
the uranium trade will continue. Biz 
ter all, is bizness. i 








































































ish balance-of-payments deficits too big; 
the West German surplus needlessly high. 
Countries with a budget deficit, ism E 
Italy and Greece, had failed to use recent |. 
economic growth to cut their overspend- | 
ing. On inflation, there was even a three- i 
speed Europe (see table). E 


The commission's proposals for a with- 
holding tax on interest payments on sav-. 
ings met strong opposition when put to- 
ministers for a first assessment. 


Agriculture 
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Britain's fae HARE Mr Johr 
MacGregor, tried to turn attention away. 
from domestic problems of food poison-« 
ing by suggesting that French camember 
and brie made from non-pasteurised- milk 
might be partly to blame. He conceded 
that he had no evidence for this wher 
confronted in Brussels by his French co 
league, Mr Henri Nallet. Not amused, M 
Nallet suggested French farmers sue th 





ing Mr MacGregor’ s remarks. 
Court of Justice | 
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In its annual report for 1988, ‘the co 
said that, because of its work load, it take 
three times longer to hand down a ruling 
than it did ten years ago. Help i is at hanc 
The budget for à new junior court, the 
Court of First Instance, has been ap- 
proved. lt is due to begin hearing cas: 
from September this year. " | 
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n the famously unflappable Mr Nigel 
Aa Lawson must have had some sleepless 
nights lately. In the weeks before the budget 
on March 14th, the financial markets have 
been testing the chancellor's principal de- 
fence against inflation—the strong pound— 
and his nerve. A bad set of trade figures on 
Aarch Ist, City economists warned, would 





mpel Mr Lawson either to raise interest 
ates yet again (which would cause howls of 
anguish from the Tory-voting mortgaged 
Classes), or let the pound slide (which would 
- tell the City that he was soft on inflation). 
The figures, when they appeared, might 
have been designed for maximum suspense. 
They were bad all right, but not quite bad 
enough to force Mr Lawson's hand. 
Britain's current-account deficit was 
£1.7 billion in January, the biggest monthly 
deficit to date, except for last October's hor- 
rendous £2.3 billion. This was a little worse 
than the City's average guess of roughly 
£1.5 billion, but not as bad as the £2 billion 
or more that the gloomiest commentators 
had feared. So the pound slipped sedately 


wol from $1.74 to $1.72 on the news, and its 








trade-weighted index fell by less, from 95.8 
to 95.4. The markets’ attention shifted to 
Frankfurt, where the Bundesbank decided 
on March 2nd not to change West German 
erest rates. A rise in German rates would 
ave further undermined the pound, and 
made Mr Lawson's pre-budget misery 
< complete. 
~~. Whatever happens to interest rates over 







| "DEM , Retail prices. 
"s increase on previous year. «e 















Sources: Government statistics: LBS; NIESR. 
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Ouch, said the chancellor 
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1987 Best 89 — 
c Forecast 


the next ten days, this treacherous back- 
ground means a cautious budget, at least in 
macroeconomic terms. The need to keep fis- 
cal policy tight is something that Britain’s 
two main independent forecasting groups— 
the London Business School and the Na- 
tional Institute of Economic and Social Re- 
search—can agree upon. Both expect a fiscal 
surplus of £16 billion for the next financial 
year. That suggests tax cuts of £3 billion or 
so. If the chancellor wanted to leave the 
stance of fiscal policy unchanged (as mea- 
sured by the share of taxes in GDP), he could 
probably cut as much as £5 billion. 





Now the bad news 


The two forecasters agree about something 
else, less to Mr Lawson's liking: even if inter- 
est rates stay up, so will the inflation rate. At 
present it is running at 7.596, and may go 
higher. But during the course of the year, as 
the effects of earlier rises in mortgage rates 
drop out of the retail-price index, it will fall. 
Subtracting this blip, underlying inflation is 
now between 596 and 696. 

The LBS says, in effect, that Mr Lawson's 
monetary tightening will stop underlying in- 
flation from rising much above 5%. But 
even by 1991 it will not have pushed it any 
lower. Within the margins of forecasting er- 
ror, the National Institute says much the 
same. It carries its predictions only to 1990 
by when, it says, the inflation rate might be 
696. On either forecast, Britain is stuck with 
high inflation by industrialcountry stan- 


Current-account deficit fbn 
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dards. This prospect is a far cry 
long-term goal of stable prices that t 
ernment has set itself. ' 
In other respects, the chancell 
prefer the LBS's report to the National: 
tute's. (Nothing unusual about t 
National Institute is traditionally tho 
as Keynesian, and the LBS as mon 
though by now such labels mean li 
the real economy, the LBs foresees 
landing that Mr Lawson is hoping f 
put growth falls from 1988’s b 
412% to between 2% and 3% in ea 
next three years. The Nation 
more or less agrees about 1989, b 
growth of less than 1% in 1990. 
The reason lies in the componer 
mand. Whereas the LBS expects rea 
ment spending to ríse by 396 next yeai 
pared with a rise of 8% in 198% 
National Institute expects it to fal 
And whereas the LBs thinks that re; 
sumer spending will grow by 296 ne 
(compared with a rise of 6% in 19 
National Institute expects it to grow | 
196. Such is the difference between 
and soft landing. 
As usual, though, the National Inst 
is at its gloomiest on the current-a 
deficit —of late, rightly so. Despite ext 
the government's high interest 
squeeze demand tightly, and despit 
ing that the pound's trade-weighted 
will fall to 91 over the next two years, 
dicts that the current-account d 
just sit there at £14 billion. Yet the 
which forecasts stronger demand in 
and assumes that the pound will b 


roughly where it is—expects the cui 
count deficit to fall, albeit more slo 
the Treasury would like. On the N; 
Institute's view, it will take eithe 
blown recession or a sharp fall 
get the deficit down. ME 
Actually, the real worry for th 
ment lies in the LBS forecast, 
though it may seem. For if the Nati 
stitute is a deficit-pessimist, the LBS: 
flation-pessimist. And, as Mr Lawso 
telling the City, the current-accoun 
does not matter, but the inflation rate 
"judge and jury”, , 
Remember that, even with a. 
pound and a slowing economy, in 
does not fall in the Las forecast. This 
Mr Lawson absolutely no room for e 
long as there is a risk of a sterling colla 
and that risk has been real enough 
past few weeks—there is a risk th 
will prove impossible even to 
alone to cut, without a much sh 
traction of demand. That is no 
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I ISTORY never repeats itself exactly 
j but it does provide interesting paral- 
lels. Last year’s budget and its aftermath 
|| have striking similarities to the economic 
-| conditions that faced Rab Butler in 1955. 
1 . Then, as in 1988, the chancellor was anx- 
|. ious to get the rate of income tax down 
if and took chances with inflation and the 
| balance of payments, putting his faith in 
| monetary policy to prevent the economy 
| from overheating. 
| The temptation to cut income tax was 
[| strong. The standard rate, which had 
|| risen to 50p by the end of the second 
world war, was still at 45p in 1955 when 
Butler reduced it by 2!2p. For incomes 
|| above £2,000 the rate was higher, ranging 
| atone time up to 97!p. The government 
| felt strongly that such high rates had a 
-| | damaging effect on incentives to effort 
|| and enterprise, and must be brought 
| down. But it was unwilling to run a budget 
. deficit, and had difficulty in cutting ex- 
| penditure, so opportunities for lowering 
| taxation were rare. Butler regarded the 
|| prospective budget surplus in 1955 as just 
| such an opportunity, and thought he was 
p being moderate in remitting no more than 
half the surplus. Ministers in 1955 did not 
|| believe that budget surpluses and deficits 
| were separable from decisions on the 
taxes appropriate to the economic situa- 
- tion. Nor do they today—whatever Mr 
Lawson claims. 
If the temptation was large, so were the 
|| risks. The economy had been expanding 
-— strongly for some years, but the full force 
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ptimistic LBS scenario, a steady pound will 
hold inflation at a rate that will be higher 
than that of West Germany, Japan and 
other trade competitors. So if the soft land- 
ing comes to pass, British exporters must ex- 
pect a creeping loss of competitiveness as far 
ahead as they care to look. Roll on, 1992. 
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* 3 OWN in Kent, they worry about the 
BA high-speed rail link from the Channel 
“Funnel to London, and what it will do to 
their house prices. (Drive some down; push 
lots up.) In the City, firms thinking of in- 
vesting in the project worry about it too, 
and wonder whether the government will 
listen to Mr Alastair Morton, co-chairman 
of Eurotunnel, and underwrite it. But in 
.— Whitehall and Westminster, they have other 
- railway matters on their minds. 
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Where Lawson treads today 


of the expansion was not appreciated in 
the spring of 1955. Behind the boom lay a 
sudden burst of industrial investment. 
The budget encouraged more spending, 
which the efforts to tighten money did lit- 
tle to check. Demand continued to grow 
strongly, and by the end of the year unem- 
ployment had fallen below 1%—as low as 
it had ever been in peacetime. 

The Treasury counted on a restrictive 
monetary policy to ease inflationary pres- 
sure. It failed to do so. Bank lending con- 
tinued to rise after the budget. Even when 
the banks responded to the government's 


— 





On February 25th Mr Paul Channon, 
the transport secretary, told a seminar given 
by the Conservative Political Centre that he 
had not yet decided to privatise British Rail 
(BR), but was, all the same, looking at several 
options for privatisation if the big decision 
was ever taken. This was accurate, as far as it 
goes. The cabinet is not yet committed to 
privatise BR in whole or in part. On the 
other hand, the department has appointed a 
merchant bank, Samuel Montagu, to advise 
it on how much cash it would get from 
selling the railway. Two firms of manage- 
ment consultants have been retained to ad- 
vise on structure (Deloitte, Haskins & Sells) 
and future regulation (NERA). So work is 
advanced. 

Since it is thought that the prime minis- 
ter is determined not to privatise BR as one 
company—that, she thinks, would be anti- 
competitive—those reading Mr Channon's 
mind are concentrating on three other op- 
tions. The first involves setting up a "track 
authority" which would own the railway in- 
frastructure, and franchise operators. BR 
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call in July for “a positive and significant 
reduction in bank advances” (interpreted 
as at least 1096), the economy continued 
to boom. A second budget, raising tax- 
ation, had to be introduced in October 
and a serious foreign-exchange crisis in 
the autumn was narrowly averted (al- 
though it had little connection with the 
April budget). The money supply was 
held constant, but the danger of faster in- 
flation persisted into 1956 and beyond. 
What every schoolboy is alleged to know 
about money and inflation in 1989 turned | 
out not to be true in 1955. 

There were, of course, differences be- 
tween circumstances then and now, and 
these differences affected policy. In 1955, 
for example, after Bank Rate had been 
raised in January and February from 3% 
to 412%, it was not changed again for a 
year. Tightening monetary policy in those 
days meant limiting the flow of bank 
credit by quantitative restrictions and of 
consumer credit by hire-purchase restric- 
tions. Last year the chancellor relied in- 
stead entirely on repeated increases in in- 
terest rates to check booming demand. 
Another difference is that the 1955 bud- 
get came a few weeks before a general elec- 
tion, and the 1988 budget a few months 
after one. 

The failure of monetary policy by itself 
to stop the boom in 1955 prompted the 
Bank of England to suggest a public in- 
quiry into the working of the monetary 
system—much to the surprise (and sat- 
isfaction) of the Treasury. In April 1957 
the Radcliffe Committee was set up. That 
event, at any rate, is unlikely to be re- 
peated now. 


thinks this horribly complicated, and (de- 
spite some political support) the notion has 
found little favour in Whitehall. 

The second option, which Mr Channon 
has called “emotionally appealing" —and 
which has a modicum of support on the BR 
board—is to recreate the regional compa- 
nies, and sell them separately. They would 
compete with each other, as a nice White- 
hall phrase has it, "by emulation”. Present 
thinking envisages five regional companies 
in England, one in Scotland and one in 
Wales. Some tricky questions would remain, 
like how to handle BR's enormous property 
portfolio, the most valuable bits of which 
are all in the south. Perhaps a property com- 
pany, in which all the regional companies 
had a share, might be created. And the re- 
gional companies would carry only passen- 
gers; freight services would be sold 
separately. 

Happy though Mr Channon's memo- 
ries of the Gwr, Sir Nigel Gresley and the 
“Mallard” may be, they rather perplex ana- 
lysts in the City who are looking at the value 
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cide who owns what bit of track 
on. But that does not mean it makes 






*. When BR was run by regions (which it 
was until the mid-1980s), it tended to be 
producer-dominated, as various Fat Con- 
rollers demanded ever more choo-choos 
- and other toys. Since then, BR has been di- 
vided into sectors defined by the market— 
-InterCity, Network SouthEast (NsE), the 
freight services and the provincial network. 
This reorganisation has coincided with Br’s 
financial turnaround. Its subsidy has 
“dropped in five years from £1 billion to 
about £450m.. Freight is profitable; 
~~ InterCity will be too, this year. If running 
< the railway by sectors has allowed it to 

achieve its best-ever financial performance, 
why, goes the argument, should the private 
sector want to redivide it by regions? 

. For other reasons, the regional solution 
auay not be as easy as some in Whitehall 
seem to think. Mr Channon has as good as 
said that, even when privatised, NSE will 
<- “have to be heavily regulated—it holds many 
of London's commuters in a monopolist’s 
= stranglehold. Selling provincial lines, many 
-. of which lose money, is bound to be hard if 
|. the government is to avoid the claim that 

privatisation will lead to closures. 

Hence the latest view from some in the 
private sector. Don’t bother with a costly 
reorganisation into regions; don’t worry 
about privatising NSE or the provincial net- 
work. Just sell InterCity and the freight ser- 
vices, declare another victory for the 

 Thatcherite revolution, and go home. 




















London property 


Crash or crush? 


“UAS LONDON'S biggest office-building 
| & X. boom since the second world war rises 
to à crescendo, its volume is worrying peo- 
ple. Property men wonder how all those new 
square feet can be let profitably, while oth- 
ers fear that, if they are, London's transport 
system will collapse under the weight. 
-Booming business in the 1980s pushed 
. commercial-property prices in south-east 
England to previously uncharted heights. 
_ Until October 1987, however, the big inves- 
-< tors were more interested in other sorts of 
assets; after the stockmarket 
crash, property suddenly looked 
z: more attractive. — — 
.. The West End is chock-full, so 
developers have looked east to the 
.. City, where the rents are higher 
¿sand the scope for expansion 
greater. Planning regulations have 
been loosened, so developers are 
eezing more buildings into 




















y region is simple. It would 
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the City 's fringes. Docklands’ flash new oi dk 


fices have been opening slowly since 1985, 
but most new developments in this former 
wasteland have yet to = 
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s Forecast 





completed. The big one comes next year, as 
the £3 billion development at Canary 
Wharf opens its doors. 

The slump on the securities’ markets 
has increased investors’ interest in property; 
but it has also shrunk the demand 
for new offices. As brokers sack 
workers, they shelve plans for new 
buildings and even, sometimes, 
squeeze themselves into smaller 
premises. | 

From April this year, value- 
added tax is to be charged on new 
buildings. That. should increase 
accommodation costs for those— 
such as banks—who will not be able to claim 
it back. Next year the new rating system for 
business comes in, and companies in the 
south-east will find themselves paying more 
property tax. These nasty novelties are likely 
to depress rents and encourage companies 
to move out of London. 

Property men comfort themselves with a 
few thoughts. The foreigners are still coming 
to London, and more are expected before 
1992. And even if the banks and brokers do 
not generate much new demand, the solici- 
tors and accountants are still expanding. 
Most reckon that prime locations will retain 
their charms: it is the outer fringes that need 
to worry. 

Some people in the business talk san- 
guinely of rents flattening out. 
Others mutter of blood on the 
wall. The sufferers would be devel- 
opers who bought sites at last 
year's peak and borrowed on the 
assumption that rents would keep 
rising. Those who lent to them will 
suffer, too. The Bank of England 
is said to be worried by banks' ex- 
posure to a fragile property mar- 






Vacant office space | 








Glutted m square feet. 
Central London development = | ^ 
completions 






lands in the next five years imy 


commuters are already sardined 


| velopers expect by 1994, Somebod: 


$* o* | 










à 596c 
lending; the current figure of 7% 
higher than at the peak of the 
boom in 1973. | 

If the possibility t 
developments will fail to a 
tomers is worrying, so is 
sibility that they will succee 
According to one firm 
veyors, Debenham  Tewsc 
"Chinnocks, current pl 
most 37m extra square f 
-space in central London 


















































more workers in the area when 






































.. But the government is drawi 
transport plans on the assump 
there will be far fewer extra workers 
tral London by 2001 than the prop 





. The government has overcome 
like of planning to admit that something 
to be done. The Docklands’ Light Railw: 
being expanded. Developers, led by Ca 
Wharf’s Olympia & York, have persua 
the government that Docklands needs a rai 
way to central London—but the govern 
ment wants the developers to pay. — ^ « 

In January the Department o 
Transport published a stu 
recommending improvement 
the whole of London's rail systei 
As well as £1.5 billion to be spe 
on improving the existing net 
work, it suggested that new invest 
ments worth another £2 billion 
| would help to ease overcrowding 

~ . But its calculations assume t 
by 2001, there will be only 220,000 ; 
workers in central London and Docklan 

If the transport people are wrong, Lo 
don's commuters have a depressing futur 
If they are right, the property men do. .: 





Private prisons 


Slowly does it: 


Tx years. after. the parliament 
A home-affairs committee first mooted 
idea, and a year after its own green pay 
the government has taken another cau 
step towards allowing private firms to. m 
age part of the prison system. The hom 
retary, Mr Douglas Hurd, this weel 
nounced that he will proceed with proposa 
for private remand centres and prísonet 
corts to court, following a consultant's 
port which concludes that both would 
feasible. Because the Home Office still ha 
have another look at the claims of con 
tors, produce enabling legislation and.aw 
the contracts, the first private prisons. 


59 








BRITAIN 





State or private, it's prison to him 


unlikely to open their doors before 1993. 

Despite the filthy and overcrowded 
state of many prisons, the government is 
wise to be cautious. There are no votes to be 
won by running jails slightly more efh- 
ciently; plenty to be lost in a private-prison 
scandal. Most of the seven consortia and 
companies that have so far expressed an in- 
terest sound respectable: some include big 
construction companies like Tarmac and Sir 
Robert McAlpine, combined with individ- 
uals and organisations with a track record in 
prison management, like the Corrections 
Corporation of America. But no group out- 
side the public sector yet has experience of 
running a big, troublesome prison: in the 
United States private companies have been 
entrusted only with small county jails. The 
British government will be more fussy about 
what happens to its prisoners than the au- 
thorities in Chattanooga, Tennessee. 

The feasibility study by Deloitte, 
Haskins & Sells suggests ways of ensuring 
high standards in private prisons. As well as 
setting out precise conditions in contracts, 
the Home Office would appoint a public 
monitor at each remand centre to protect 
prisoners' rights, in addition to a board of 
visitors. It might also lay down performance 
targets that it expects to be achieved—for 
example, the amount of time spent outside 
cells or a ceiling on the number of escapes. 
That could subject private-prison governors 
to management disciplines which public 
ones have never had to face. 

How will private prisons become more 
efficient? Contractors claim not that they 
will save money but that they will run more 
humane regimes for the same cost. They ex- 
pect to pay staff roughly the same as at 
present, but hope to use fewer of them to 
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control prisoners, releasing more to super- 
vise out-of-cell activities. Some officials in 
the Home Office still doubt that their own 
performance in running prisons can be bet- 
tered, but their political masters insist that 
competition will be good for them. There is 
less argument over the potential benefits of 
privatising court escorts, which are now 
done by expensive police and prison offi- 
cers, when a security firm could use much 
cheaper staff. That will almost certainly be 
fully privatised. 








Barristers 


Too late to 
harrumph 


("T^ HE Bar recognises that it is such fun 

knocking lawyers", said the Bar 
Council on the publication of the govern- 
ment's proposals for reforming the legal 
profession, "that the public good may be ig- 
nored. What interests the public is not nec- 
essarily in the public interest." The leaders 
of England's 6,000 barristers affected be- 
musement after Lord Mackay, the Lord 
Chancellor, attacked some of their prac- 
tices; they now resort to outrage and bluster. 
Among the judges who have harrumphed 
their way round legal London, damning 
Lord Mackay and his works, are Lord 
Ackner, a law lord (and once chairman c* 
the bar); Lord Lane, the Lord Chief Justic 
Lord Donaldson, the Master of the Rolls; 
and Lord Hailsham, once Lord Chancellor 
himself. They can grumble all they like; che 
government's course is set. 

Though Lord Mackay's proposals were 
set out in what was ostensibly a green paper, 
Whitehall assumes that legislation to give ef- 
fect to them will be introduced in the next 
parliamentary session. From the standpoint 
of the Bar, two changes are to be resisted 
above all. The first would open advocacy in 
the higher courts—now a barristers’ mo- 
nopoly—to qualified solicitors. The second, 
and a necessary corollary, would make judi- 
cial appointments open to all of the new 
breed of advocates. 

The Bar has said that a constitutional 











Only one lady driver 


OULD you buy a used car from 

this man? Maybe, if he charged a 
clearly set price and worked for a firm 
with a reputation for reliability. 

One motor-accessories firm, Hal 
fords, hopes to do just that. It has teamed 
up with Lancaster, a dealer in upmarket 
cars, to try to change the way used cars 
are sold. Halfords hopes to sell to those, 
particularly women, who are currently 
deterred by the used-car industry's sleazy 
image. So it will avoid the all-too-famil- 
| iar technique of "deals" struck on 
forecourts to cut too-high prices on 
gleaming but unsound cars. Instead, it 
will develop hypermarket-style retailing: 
fixed prices, cars shown off in nice warm 
| sheds with play areas for the kids, staff 
who get no commission on the sale, no 
exaggerated prices for trade-ins, and a 
year's warranty included in the price. 








The first such used-car shop will open 





in Cheshire next month. Halfords and 
Lancaster say they will try out the idea | 
there before deciding whether to extend 

it to Halfords’s 100-odd superstores | 
around the country. This is not the first 
time a retailer has tried to improve the | 
image of the car trade: Asda's attempt to | 
sell new cars at its superstores failed be- 
cause it could not offer servicing and 
found it hard to get stocks from manu- 
facturers unhappy about this challenge 
to conventional showrooms. Halfords, 
by contrast, already has 60-odd service 
stations nationwide; and it will be selling 
used cars, not new ones. 

They will, Halfords hopes, be the top- 
of-the-market used cars: none more than 
20,000 miles or three years old, and all 
costing between £5,000 and £10,000. 
Halfords and Lancaster are happy to 
leave older, less reliable cars to the older, | 
less reliable type of salesman. | 

| 
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petitors 





HY should anybody want to spend 
£6,000 a year to attend a small, lit- 
own university overlooking a hous- 
g estate, in a country town 12 miles from 
ilton Keynes? The University of Buck- 
gham, Britain's only private university, 
ffers from a big disadvantage: it must 
ompete with the country's 50 public uni- 
ersities, all academically distinguished 
‘and some world-famous, where tuition is 
~ free to British students. Yet Buckingham 
has no trouble filling its 700 undergradu- 
| ate places, nearly half of them with stu- 
. dents from Britain. Many have failed to 
get in to other universities, but 














ty of Buckingham has advantages 





1 | ^ . Founded as a college with 50 
- students in 1976, Buckingham has 


| enjoyed full university status since MEH 
1983, and hopes to have around Br- 
1,300 undergraduates by 1994. Un- REH 


| 

E 

| like the relatively amorphous pub- 

| lic universities, which aim to main- oe 
tain a balance between the main ff 
: 

| 


© e of ; i 
disciplines, between graduates and => 


undergraduates and between teach- 
ing and research, it concentrates on 
teaching undergraduate honours 
courses in a handful of subjects. It 
markets itself to a certain type of 
|. student who could benefit from: 
| € Short courses. The degree 
| | course is completed in two years of 
| four ten-week terms, rather than in 
| three years of three terms as in Bu 
] other universities. That appeals to 
ia students who see university mainly as a 
" route to a good job, and want to start 
| work as soon as possible—especially ma- 
| ture students. A fifth of undergraduates 
| are over 25, twice the average at other uni- 
| versities. Some reckon they make a net 
| saving by paying £12,000 for the degree 
^|. course but losing only two years of earn- 
ings, instead of three years at a public 
dp university. | | 
[| @A flexible entry system. Buckingham 
| [| : is the only university you can enter with- 
^] out going through the giant UCCA com- 
ter, which co-ordinates university ad- 
| missions—efhciently but according to 
^] rigid procedures. One of its functions is to 
-| seta rough clearing price, in terms of A- 
|; 








level results, for each course. But there is a 
poor correlation between A-level scores 
|. and degree results; Buckingham tries to 
spot potential in low A-level achievers. It 
eeds: it produces a roughly average 
ber of good degrees in the subjects of- 
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yp that the state system does not offer. Bey 


ai in’s only private university has lessons for its state-financed 


fered, though its students have lower A- 
level scores than most university entrants. 

Not all casualties of UCCA have poor 
school marks. One Buckingham student 
had failed to meet a conditional offer from 
his first-choice university, Bristol, by a sin- 
gle A-level grade. He had no other offers 
outstanding—many universities are sniffy 
about interviewing candidates who put 
them second on the form—and would 
have had to wait another year to reapply 
through UCCA. Buckingham offered him 
a place to start in January. Some students 
there have started within a month of ap- 
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plying; under UCCA the gap is nearly a 
year. . 

@ Earnest study. With such a concen- 
trated study programme, there is little 
time for partying, student politics or tid- 
dlywinks societies. Most teenagers would 
find Buckingham sterile. For Malaysian 
swots, British adults trying to better them- 
selves and low-achieving teenagers strug- 
gling to get a degree, a studious atmo- 
sphere is just right. 

@ Teacher attention. Students who pay 
fees expect, and get, plenty of attention 
from their teachers. Lecturers get paid on 
average slightly more than public-sector 
rates; in exchange they teach more hours, 
in smaller tutorials, and have heavier 
counselling duties. 

€ Vocational relevance. Buckingham 
offers mainly subjects like law and busi- 
‘ness studies which lead to obvious careers. 
It boasts that it has greater flexibility than 
public universities to respond to employer 






needs. A hotel-management degree to be 
launched in 1990 with sponsorship 
Trusthouse Forte will aim to produ 
high-flying business managers in an in 
try whose executives have hitherto. b 
trained mainly in catering skills. But Buc 
ingham tries hard to be more than just a 
training college, by making its student: 
take a broad curriculum and exposing 
them to teachers involved in researc 
Law students must take at least two su 
porting courses in science, humanities 
business, and a further two in language 
Every lecturer gets a free term each year to 
do research. t 
Some of Buckingham's innovations 
could be copied by other universities. But 
! its greatest strength—the stress on 
good teaching—is possible mainly 
because 96% of its regular income 
comes from fees. Ironically, market 
pressures on public universities of- 
ten produce the opposite result. 
Academics involved in fund-raising 
and. consultancy work have less . 
time for students. And the Univer- 
sity Grants Committee distributes 
money to departments accordingto | 
their research rating, not the quab | 
ity of their teaching. i 
Will other private universities 
now spring up? Buckingham's vice] 
chancellor, Mr Michael Barrett, . | 
thinks not. Buckingham has had fi. ~ 
nancial and moral backing from- 
many people who see it as a pio- 
neer—including Lord Beloff, its- 
first vice-chancellor, : and Lord 
Hailsham, its chancellor. Even so, it 
was beset by financial problems in 
its early years, and took seven years 
to get recognition as a university. Such. 
recognition, in Britain, implies that its de- 
grees come up to a uniform national stan- 
dard, and are monitored by other academ- 
ics. In America, by contrast, a private. 
college has to meet only a basic minimun 
standard to be certified. Mu E. 
Rather than new private universitie. 
expect public ones to finance s 
courses from fee income. The Universit 
of Surrey already charges £3,000 a year fo 
its dance-studies degree, which is almos 
the only one in the country. The cours 
was being set up in 1981, when studen 
places were cut; Miss June Layson; w 
runs it, reluctantly made it self-financin 
in order to ensure its survival. Like man 
academics, she believes the financial pres 
sure on students having to buy th: 
cation detracts from their studies. Bi 
straitened circumstances of un 
creating many other > 
entrepreneurs. a 































































































































HEY appeared first at Maine Road, 
Manchester City's ground, at the be- 
ginning of the football season—nobody 


ers throughout the land have been wav- 
“ing them at each other. So popular have 
-they become that Arsenal has recently 
banned them from its north London 
tadium. 


flatable.. Also giant haddocks, sharks, 
dolphins, women, pink panthers, skele- 
‘tons, black puddings—Mr Patrick Bar- 


writer, has seen even an inflatable swim- 
ming-pool waved aloft. 

fun, which has made the season 
-one of the most enjoyable for years, 

- brought to you by the same football m 





overnment is passing a law to vet them. 
A bill now in the House of Lords is 
meant to ensure that all fans have iden- 
ity cards before they are allowed to enter 
| football ground. Mr Colin Moynihan, 
he minister of sport, has reiterated that 
British teams will not be allowed to play 
in Europe next. season (they have been 
banned since 1985) as their fans are still 
so wild. 

Seasoned observers of football insist 


principle is adversely aes by these pro- 
posals. It argues that, because a new statu- 


isted to certify advocates, the indepen- 
lence of the legal profession Pon state con- 
ol would be impaired. Lord Mackay replies 
at the actual licensing of advocates will be 
ne by independent professional bodies, 
ch as the Bar—and could point out that 
e 50,000 solicitors are already regulated by 
tute, without anybody thinking that they 
ire in the government's pocket. 

The truth is that the Bar was caught on 
he hop. It should have watched the solici- 
rs more carefully. In 1983 the Law Society, 
e solicitors' governing body, laughed off a 
xrivate members’ bill that proposed ending 
heir monopoly over the legal side of 
iousebuying. It was blankly amazed when 
lozens: of Conservative MPs showed that 
hey really did believe in competition, and 


ias known that the government was likely 


trictive practices. When it did so, solicitors’ 

eaders thought, their members had to be on 
he right side of history. Though many solic- 
tors have reservations about some of Lord 
Mackay's proposals (which may open some 
of the work solicitors do fo the financial in- 





Scarf, rattle, banana — 


knows why. Since then, football support- - 


Bananas. Giant ones—six feet tall. In- 


clay, the Independent's chief football: 


whose behaviour is so awful that the the ` l 


Fares Stt AAAA erre rare rera a a S 


tory body would advise the Lord Chancellor. 


on which professional bodies could be 


upported the bill. Since then, the society 


ne day to challenge all remaining el re- | 





that Mr Moynihan is behind the times; 
that the game has calmed down, that the 
police (aided by videocameras) have a 
better grip on things, and that the neo- 
fascist psychopaths who follow the Eng- 
lish national team abroad would not nec- 





essarily follow clubs there. This cuts no 
ice with the diminutive Mr Moynihan. 
Were he not already so puffed-up with 
self-importance, it would be nice to see 
some inflatable models of him. 


| 
| 
| 
| 
| 





stitutions), the society has warmly welcomed 


them. 

The Bar, on the other hand, always 
thought that Thatcherism was for every- 
body but barristers—and so long as Lord 


Hailsham was in the Cabinet, they were- 


right. Lord Mackay, however, is a Scot; an 
outsider. He had no wish to preserve the 
privileges of the English Bar when they con- 
flicted with the public interest. To rub salt 
in the wound, his main ally within govern- 
ment has been Mr Francis Maude, the ju- 
nior minister in charge of competition at the 
trade and industry department, who is him- 
self a barrister—as, indeed, is the prime 
minister. 

lt is perhaps to appeal to her that the 
Bar has chosen Saatchi & Saatchi for help 
in pleading their case—the firm was once 
the prime minister's favourite. This unsub- 
tle move was typical of a body which had for 
decades arrogantly ignored the need to ex- 
plain to the public why it had such privi- 
leges, why its members dressed so funnily, 
and why its pomposity knew no bounds. It is 
too late now. Lord Mackay has been greeted 
like a hero by solicitors in the House of 
Commons, while Westminster betting has it 
that only a tiny minority of the barristers 
there will oppose his plans. 








Bad customers 


INKING cameras watch shoppers 

A move around in many high-street and 
department stores. Clothes have electronic. 
tags that can be removed only by sales assis- 
tants; detectives mingle among customers in 
bigger stores, and security staff stand at the 
entrance. Yet "shrinkage —a delicate term 
for shoplifting and other stock loss—now 
accounts for about 1% of retail turnover 
and is rising by about 15% a year, according 
to a report* from Stirling University pub- 
lished this week. Retailers are hazy about 
precise figures, but £1.5 billion-worth of 
stock evaporates each year. | 
Theft from shops is. nothing new. But : 





fiercer competition and tighter margins 
make retailers worry more about it. Touche: 


Ross, a firm of management consultar 
working with the Association for the Pro- 
vention of Theft in Shops (apts), has just 


begun a survey among 400 retailers, from 
lingerie stores to garden centres, to find out 


how and why the problem is getting worse. 
Shrinkage has three possible causes: in- 


| competent stocktaking; staff theft (often in 


collusion with distributors); or shoplifting 
by customers. Retailers say that paperwork 
errors account for between 1596 and 2596 of 
the total losses. But "administrative theft" is 
declining as accounting. systems. become 
more sophisticated. Not so among sales 
staff, who steal at least as much as the cus- 
tomers do. Many seem to think of stealing as. 
a perk. Retailers are partly to blame: they 
rarely screen employees before hiring them. 

Shoplifting itself is rising partly because 
of the conflict between security and the 
need to increase sales. Though retailers 
spend more money on such things as closed 
circuit television, goods like scent, maker 
and personal stereos are displayed in me 
and more seductive and accessible ways. _ 

. What of the thieves themselves? They 
are largely concentrated in the inner-cities 
and evenly spread across the age range. Cri- 
sis Concern for the Alleged Shoplifter says - 
that only 296 of the 2,000 shoplifters seeking 





help.each year are innocent. Recent re- 


search shows links between shoplifting and - 
eating disorders among depressed women. 
But the "hidden cry for help" theory ac- 
counts for a tiny part of. shoplifting Most of 
the thieves are getting more sophisticated, 
and quicker at turning goods into cash. - 
Perhaps more retailers should follow the 
example of shops in Tyne and Wear. A year- 
long trial found that cardboard cut-outs of 
fierce looking policemen have cut shoplift- 
ing in the area by 70%. a : 





A ‘Shrinkage | in UK Multiple Retailing” is the ae 
» for Retail Studies, University of Stirling, Scotland: £5. 
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The planned retirement of 
. | William Clay Ford, vice- 
2 chairman. of Ford a and 

I Henry, will leave she: compa- | 
ny's top management free of 
| family members for the first — 
time in its history. There re- 
main influential family share- 
holders, however. 


Claude Bébéar turned the ta- 
bles on Compagnie du Midi, 
a French insurer which last 
year sought help from his Axa 
group to fend off hostile over- 
-.[ tures from Italy’s Assi- 
+ curazioni Generali. With 
 Generali's support, Bébéar de- 
| feated Midi's chairman, Ber- 
-nard Pagézy, and won control 


cof the board. 





*4 Reinhold Fichte, the chief ex- 
| ecutive of Meissen, an East 
German porcelain maker, de- 
fected to West Germany, 
Meissen's biggest market and 
hard-currency provider. 


| Community spirit 


“i tening up Short Brothers, a 
~ loss-making aircraft-to-missiles 
manufacturer, by taking on 
£390m ($680m) of Short's 
_commercial-bank debt. Brit- 
ain's GEC and Holland’s Fok- 
ker, a tival aircraft-maker, 
«have made a joint bid for the 
n-to-be-privatised firm. 
he European Commission - 
is to vet the debt deal first. 
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_venience. | Th 


1978, | to 143,000. 


| The British government is fat- 





Sir John Hoskyns, director- 
general of Britain’s Institute of 
Directors, claimed that the at- 
tempt to create a single Euro- 
pean market by 1992 would 
be a red-taped disaster. He al- 
leged that the European Com- 
mission was plagued by dis- - 
honesty and fraud. Lord 
Plumb, the European Parlia- 
ment's president and an insti- 
tute member, called this "ar- 
rant nonsense" and resigned 
from the institute in protest. 


More help for the shipping 
industry. The European Com- 
mission plans to let the EEC’s 
ships sail under a European 
flag, with subsidies to counter 
the drift towards flags of con- 
e number of EEC. 
alved since : 






Smoke and fire 





Israel's 300 kibbutzim, or ag- 
ricultural communes, have suf 
fered from the country's 
hyperinflation and their own 
poor productivity. They were 
rescued when banks agreed to 


write off $900m of their $4 bil- 


lion debt. 


Three companies in GEC's de- 
fence group, GEC-Marconi, 
received summonses for al- 


leged overcharging on defence ` 


contracts. Four senior employ- 


ees, one still working for the 


group, were also arrested. 


A West German retailer, 


Co op, admitted that some 
former managers had been 
l cooking the books since 1982, 


in order to hide losses which 


($70m). The news came too old-fashioned banking 
late for four creditor banks, industry. 
which last November agreed - 

to take a 7296 stake in the | ^New images 

chain to save it from bank- | 
ruptcy. All Co op's creditors TESTEZ VOS SENTIMENTS. 
have now agreed to write off A QUEL ANIMAL Aamo 
DM1.05 billion of their loans. OEC 


 arette, due to the fact that no- 


Hitachi is teaming up with - 


_ America. NAS is already the 


Traly’s largest privately-owned 


included last year’s DM123m attempt to rationalise Italy’ 














The tobacco arm of America's 
RJR Nabisco has cancelled 
its plans to spend $1 billion 
launching a new smokeless cig- 
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body wants to buy them. 
































Wheels and deals. 


Beretta, a tiny Italian arms- 
maker, held a gun to General 
Motors’ head when it filed a 
$250m suit last year against 
GM for infringing its trade- 
mark on a new car model. GM 
has agreed to a public apology, | 
a charitable donation—anda | 
gift of the offending car to 
Beretta. 
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/ Since customers’ opinions of 
French banks can barely sinl 
lower, their banking associa- 
tion has launched a therapeu- © 
tic “be rude to your bank" 
campaign. One advertisement : 
urges offensive gestures. An- - 
other asks customers to name ` 
an animal as nasty as their — ^ 
bank manager. (Not easy.) 


General Motors to buy Na- 
tional Advanced Systems 
(NAS), the computer-market- 
ing arm of America’s National 
Semiconductor, for $400m.- 
Hitachi sees the deal as a way 
to beef up its marketing i in 


By choosing Scott Pardee as 
co-chairman of its American = 
operations, Yamaichi became | 
the first Japanese financial in- 
stitution to put a westerner in 
atop management slot in — 
America. 


biggest seller of Hitachi com- 
puters outside lapan. 








In a rare move for chip-mak- 
ers, America's Motorola is to 
launch a range of computers 
based on its powerful new 
88100 microprocessor. 










Britain's Enterprise Oil 
bought the oil-exploration 
and production assets of 
Texas Eastern for $1.4 billion. 
It is now the largest oil-ex- 
ploration firm in the world. 





















bank, Banca Nazionale dell 
Agricoltura (BNA), is linking 
up with a bigger state-owned 
one, Credito Italiano, which 
will become BNA's second larg- 
est shareholder. It is the latest 








British Telecom is seeking 
apprentices—up to the age o 
41. The move is the latest re- 
sponse by industry to Britain’: s 
tight market for skilled 
workers, 



















































HANNOVER FAIR Industry VÀ 
provides management with an excellent 

basis for making major investment decisions. . 
The "Fair of Fairs" represents a unique 
opportunity to evaluate technological trends 
and view user-oriented solutions. Inter- 
national management particularly value the 
expert advice on investment decisions. | 
Hannover - a meeting-place for top decision- 
makers. 








World Market for Electronics 
and Electrical Engineering, . 
including the World Light Show 


MICROTRONIC 


Electronic Components and Systems m i 





Computer Technologies 
in Manufacturing 


ASB 


Power Transmission and Control 


MHI |. | 
Assembly, Handling, Industrial Robots 


CeMAT - World Center 
for Materials Handling Technology 
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TOKYO 


OW on earth do they do it? The high 
yen was supposed to pound the stuff- 
ing out of Japanese companies. Instead, they 
are selling more and more to the rest of the 
world. Japanese government economists 
have quietly consigned their $84 billion 
- forecast for this year's trade surplus to the 
dustbin. Private. soothsayers hint that it 
could even top 1986's record 
of $96.4 billion. 
. The measure of Japan's re- 
sponse to the high yen is that 
5 top companies now claim to 
- ve not merely more efficient. 
than before but also able to 
choose their own profit mar- 
gins. "We are", they say, "cur- 
rency neutral—that is, we can 
earn much the same whether 
the dollar soars above Y165 or 
sinks to around Y100." This. 
means they might even benefit... . 
from the  yen's further 
strengthening. Japan's new - 
multinationals, which produce - 
. inseveral countries around the 
^ world, would still be able to sell 
their goods abroad. But their birai mar- 
ket, America, would become an even 
cheaper bargain basement in which dollar- 
rich Japanese firms could snap up manufac- 
turers, retailers, hotel chains and banks. 
. lo see how they have achieved this, 
start with the IMF's trade-weighted figures 
on the yen's appreciation. These show that 
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The joy of high costs 





Everyone benefits 
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Japanese firms have had far longer—in fact, 
five years longer—to get used to the high 
yen than is generally assumed by those ob- 
sessed with the yen-dollar exchange rate. 


Even dollar-devotees would be surprised to © 


be reminded that the yen was as strong as 
¥175 to the dollar in 1978, before falling to- 
wards ¥260 by the mid-1980s. 

During the three years be- 
tween September 1985 and 
September 1988, the real 
trade-weighted value of the yen 
rose 36%. But this has been 
only the second half of a 
longer-term trend. Taking the 
whole period between 1980 

and 1988, the currency appre- 
ciated by much the same 
amount (2496). In other words, 
the past eight years have seen 
the trade- and inflation-ad- 
justed value of the yen rise, 
then fall, then rise again. Over- 
all, the trade-adjusted yen has 
hardened this decade by an av- 
erage of 3.796 a year—hardly 
the daunting challenge that 
jue exporters would have you believe. 
The process of adjustment has been 
helped by the successful management of the 
domestic economy. Few of Japan's big ex- 
porters get more than half their revenues 
from exports. Domestic sales first cushioned 
the blow of the rising yen, then provided the 
wherewithal to hit back, - 


' Japan—reacted by dumping goods on to th 


_justment. The 30m or more Japanese wh 


ducing non-tradable goods realised th. 





abut surpluses continue... z d m m 
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At the first whiff of recession in 198 
the government reflated fast—then re 
again. A sum the size of the annual b 
itself, Y56 trillion, was tipped into a five-ye 
programme for building more roads. At tl 
same time, inflation, low to start wit 

slowed farther (indeed, for a time, price: 
even fell). As cheaper manufactured impor 
started flooding in, big Japanese exporters- 
forced to keep their domestic plants ru 
ning flat out because of high fixed costs. 


domestic market. 
That triggered the next stage in ilo ad- 


work in the service industry or for firms pr 


their jobs, at least, were not about to b 
wiped out by the high yen. Seeing new b 
gains in the shops, they stoked upa 
boom—just as the government's blui 
















ihe rie bon B 1985- 88 io ds 
ions of new homes crying out for a third 
, a second camcorder and an electric 
king machine. Rapidly rising property 
es also made their lucky owners feel rich 
i oo enough to spend, spend, 
Most important of all, capital became, 
dl. intents and purposes, free in Japan. 
a rising stockmarket and banks hungry 
ew customers, lapanese manufacturers 
able to trade in their bank loans (cost- 
6% or so) for fancy forms of equity fi- 
ing (costing little more than 296). Over 
ast five years, a mountain of convert- 
onds and equity warrants has been is- 
by Japanese firms seeking to refinance 
debts. 

any a company transformed operating 
nto net profits by including income 
anipulations in the stockmarket— 
u. The-roll-call of Japan's biggest 
eku firms over the past three years in- 
he bluest of blue-chips— Matsushita, 
, Nissan, Sharp and Mitsubishi 
) Industries. In 1987 Toyota made 
money from financial engineering 
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hes Exporting - has tradi- 
tionally been a more profit- 
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able business in Japan than 
domestic supply, because 
manufacturers that sold 
mainly on the domestic 
market were expected to fi- 
nance all manner of waste- 
ful distribution habits. 
That is changing now, but 
exporters still have their re- 
serves of higher-than-average profit margins 
to live off. This enabled them to absorb the 
effects of the higher yen and defend their 
hard-won share of foreign markets. 


MA rear N 
: =< YF YAT cee 


Thank you, Washington 

Car exporters such as Toyota, Nissan, 
Honda and Mazda benefited even more 
than most other exporters. The American 
government created an artificial shortage of 
Japanese cars by forcing Japan to withhold 
exports. Prices accordingly rose, which 
meant profits before 1985 were juicier than 
ever. As the Japan Economic Institute in 
Washington points out, “a modest apprecia- 
tion of the yen would lead a profit-seeking 
firm to hold the line on dollar prices, selling 
the same volume as before at a smaller (but 
still ample) per-unit profit". 

Even so, back at head office, few ex- 
porters were quite so sanguine about 
costs. For production wizards like 

Toyota—which had reckoned in the 
early 1980s, when a dollar bought 
Y2 30-250, that it could export cars 
profitably to America at a rate of 
¥180—the thought of getting the 

break-even point still lower 
seemed “like trying to wring wa- 
ter from a dry towel.” 

However, with money so 
cheap, the main response to the 
high yen by big exporters in Ja- 
pan has been to ship capital 




















Ipi! other words, companies have 
^! ' — turned themselves from exporters 
into multinationals. At that point, 
exchange-rate risk is hedged. 


up factories in the cheap-labour mar- 


savvy Taiwan and South Korea, 
where local firms are acting as origi- 


iir: IA VA RET, 
he 


i) i abroad instead of cars, video re- - 
e // corders and copying machines. In 


For the lower end of their prod — 
uct ranges, Japanese firms have set 
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nakequipment, E E M the 
name-plates of their Japanese customers on 
to locally made microwave ovens, hi-fi sets 
and now video recorders before shipping 
them directly to Europe, the Middle East or 
the United States. 

Then there are the car plants and fac- 
tories for making pricier consumer-electron- 
ics equipment. These require investments of 
anything up to $600m at a time, carefully 
trained local manpower, the best. manage 
from head office, and two or three years iv 
get to full-scale production. The only place 
to locate them is close to the customers—in 
America and Western Europe. | 

Leaving behind a veritable rust bowl in 
Japan? To some extent, yes. Old exporters, 
especially in steel and shipbuilding, may 
boast about how they managed to save jobs 
by diversifying into the travel, market gar- 
dening, laundry and restaurant businesses. 
What they fail to mention is that, in doing 
so, they have merely brought in-house work 
that used to be done by outside suppliers. 
As in the United States, the unemployment 
caused by a company’s restructuring has 
been shuffled on to the nation. 

But in contrast to the United States, 
Japanese manufacturers have refused to sell 
off their crown jewels. They have turned 
down numerous requests from South Ko- 
rean firms for licences to make technologi- 
cally sophisticated goods-—recorder heare 
for video machines, fly-back transforme 


for televisions, auto-focus lenses for cam- 


eras, and carbon-fibre materials for sports 
goods. And they have used their technology 
to retreat from low-price and high-volume 
manufacturing to goods that are less price- 





. sensitive. In addition to turning out colour 
bein oi 

| 3600 ) or more. 

kets of South-East Asia (Thailand, Ma- © 

laysia and, increasingly, Indonesia). Por. 

engineering components and trickier 
bits, they have gone to technically: 


sets, for example, Sony is now also 
ng engineering workstations costing 






-The ebona edge 
ln going upmarket, Japanese firms have 


been. able to capitalise on three special 
strengths gained from long years in the con- 
sumer-electronics business: - 

€ Design flair. Companies such as Mat- 
sushita, Sanyo, Sony and Canon have teams 
of industrial stylists with a talent for design- 
ing products that catch the eye. Such skills, 
applied to industrial products like machine 


tools, medical equipment or office automa- 


tion, turn technically competent but un- 





lessons 




















- lar export earnings is a vital reason for 
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i nackte black Africa has actually become poorer in the 1980s. 
ictors beyond its control—an ''adverse external environment’’—usu- 
ally get the blame. This is wrong. Africa's problems are largely of its 


own making, and so must be the solutions 


i I THE 1970s the dollar export earn- 


ings of sub-Saharan Africa (henceforth 


| Africa) grew on average by more than 
< 20% a year. Exclude oil, because the re- 
-..gion includes five oil-exporters, and the 
rise was still an impressive 13% a year. Be- 


tween 1980 and 1985 the trend reversed: 
non-oil export earnings fell by 5.5% a 
year. They have since regained some of 
the ground, but earnings are still lower 
than. at the start of the decade. The re- 
gion's capacity to import has fallen in par- 


T allel: The figures for GDP tell a similar 
«*story. Output (including oil) declined in 


the first half of the decade, then recov- 


Ha ered, for dismal growth that totalled less 


than 296 during the whole of 1980-87. 
Alongside an expanding population, that 
meant a sharp fall in income per head. 

A new joint report* from the World 
Bank and the United Nations Develop- 
ment Programme qualifies this picture in 
important ways. First, a statistical ca- 
veat—the biggest of many. Africa's GDP 
figures are based on 1980 prices and ex- 
change rates. On this basis, Nigeria's 
share of GDP is nearly 5096. Since 1980 its 
currency has been devalued massively, re- 
ducing the country's share of Africa's GDP 
to less than 2096. Nigeria has done badly 


in the 1980s, so giving it a smaller weight 
-makes the region as a whole look better. 


Using 1987 exchange rates, Africa's out- 
put grew by a cumulative 1396 in 1980-87, 
instead of by less than 296. 

That aside, however you measure 
growth Africa has lagged behind other 
developing countries. The collapse in dol- 








this. Why did it happen? 

A common belief is that in the 1980s 
the world economy has been crueller to 
Africa than to other regions—in other 
words, that Africa's export prices (which 
are set in world commodity markets) have 
fallen by more than average ones. This is 
true for the oil exporters; for the rest 
(which are greatly helped by cheaper oil) it 
is not. Africa has been lucky in its mix of 
(non-oil) commodities. Their prices have 
fallen since 1980, but by only half as much 
as the world average. Prices of tea, coffee 
and cocoa (which count for a lot in Afri- 
ca's exports) have stayed relatively high, 
while cereal prices (which matter much 
less) have tumbled. 

If the decline in export earnings was 
not due mainly to lower prices, it must 


have been due to poor export volumes. So 


it was. Africa's non-oil export volumes 
have been roughly static since 1970; over 
the same period the export volumes of all 
developing countries have more than tre- 
bled (see chart). To put this another way, 
if Africa had merely held onto its 1970 
share of the non-oil commodities ex- 
ported by developing countries, its export 
earnings would have been $10 billion 
higher in 1987. That is as much as the re- 
gion's annual bill for debt service. 

If volumes rather than prices are to 


* Africa's adjustment and growth in the 1980s. World 
Bank and unor. To be published next week. 





blame, this suggests that Africa's dist 
has been caused mainly by bad p 
This would be an encouraging concl 
because policy mistakes can be put t 
In the mid-1980s many African countri 
began to reform their economic policies- 
often to comply with MF and/or Wo 
Bank financing programmes. Reforms 
cluded currency devaluations, bette 
centives for farmers, liberalised 
systems, lower fiscal deficits and so 
The region's growth rate improv aC 
1985. Is there a connection? t 
The report compares carefully the 
formance of reforming and largely nx 
forming countries, before and afte 
(see table). The "strong reformers’ 
those with adjustment  prograr 
agreed on with the IMF and the. 
Bank during 1985-87, At first sigh 
results are underwhelming: growth, 
example, picked up after 1985 in ref 
ing and non-reforming countries ali 
But, not coincidentally, the worst o 
economic shocks of the 1980s fell on 
strong reformers (which is why some 
them embraced the mF in the first pla 
So to set like against like, the report 
cludes badly shocked countries from bot! 
sides of the comparison. 
The results are striking. Non-reform. 
ers still grew faster in 1985-87 than i 
1980-84, but the improvement is smaller 
The strong reformers, in contrast, leap 
ahead. In 1985-87 they grew on average 
3,8% a year—better than their own 
lier performance (1.2%) and, more impor 
tant, better than the non-reformer 
( 1.5%). In the later period, the non-re 
formers saw their exports, investment 
and consumption per head all fall in rea 
terms. The strong reformers saw all o 
them rise. No surprise: good policy make 
a difference. 
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spectacular items into market winners. 

e Turnaround time (ie, the time between 
design and delivery). Consumer-electronics 
firms have all the engineering resources to 
deal with changing fads among their cus- 
tomers. With gadgets like portable stereos, 
manufacturers rush back to the drawing 
board every 180 days (the twice-yearly Chi- 
cago consumer-electronics show admits only 
new products). Manufacturers of traditional 
industrial equipment with turnaround times 
of three to four years cannot hope to com- 
pete—especially in some of their own newer 
markets such as office automation, where 
customers are beginning to demand up- 
graded products every year to 18 months. 

e Catalogue engineering. Few economies 
of scale have existed in factories making in- 
dustrial and professional products like 
broadcasting equipment, telephone ex- 
changes or air-traffic control systems. Such 
products are normally custom-made, by 
hand, one at a time. But a firm with con- 
sumer-electronics know-how can reach in- 
stead for the component catalogue, employ- 
ing its engineering skills to fashion a 
product that is virtually as good but one- 
tenth the price by using off-the-shelf compo- 
nents. Even West Germany's mighty 
machine-tool makers fear this new compe- 
tition. 


State-of-the-art flexibility 
. With so many options now available to 


them, big Japanese companies have become, 
to all intents and purposes, independent of 
the value of the yen against the dollar. Mr 
Kenichi Ohmae, managing director of 
McKinsey in Tokyo, points out that they 
can raise or lower production from their 
plants in America and even ship goods back 
to Japan if necessary. They can switch manu- 
facturing from South Korea and Taiwan, 
where wage rates have started rising steeply, 
to Thailand and Indonesia, where labour 
costs are less than one-third of Korea's. 
They can carry on automating the cost out 
of manufacturing at home. And they can 
muscle into new markets where specialist 
firms in America and Europe felt safe be- 
cause of their traditional skills. 

That this is so can be seen from the fall 
in Japanese industry's break-even exchange 
rates since 1985. A year ago, when the dollar 
averaged Y132, the average Japanese ex- 
porter could still have made a profit if the 
dollar had sunk to X114. Today, with the 
dollar around ¥125, Japanese manufacturers 
are believed to have got their break-even 
points down to Y105. Fujitsu Fanuc, a robot 
maker, has streamlined itself so thoroughly 
that it can break even with only a fifth of its 
plant in use and a dollar down to Y70. Faced 
with achievements like that, few companies 
in the West can feel confident that the high 
yen will derail Japan's fearsome industrial 
locomotive. 
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Richardson Sheffield 
A very British 
SUCCESS 


ATEVER they may teach you at 
Harvard Business School, there is still 
no substitute for old-fashioned business vir- 
tues. In the past 15 years a British cutlery 
maker called Richardson Sheffield has 
chalked up a growth record that would 
make an MBA salivate. It did so with the sim- 
plest of strategies: make the customer 
happy. And it started from a position where 
all the modern ingredients of failure made it 
much easier for it to go bust. 
The market for cutlery in Britain is stag- 
nant, and has attracted tough competition 
from cheap imports. With annual sales of 


only about £500,000 in the mid-1970s, 





Upton's sharp practice 


Richardson faced competition without the 
benefit of large capital resources. Even to- 
day, its capital structure consists of an over- 
draft with a bank. 

The company is fully unionised and 
makes most of its own equipment (no fancy 
purchasing policies here). Nor does it have 
the benefit of state-of-the-art management 
theory. Not only does its chairman not have 
an MBA, he also lacks secondary-school 
qualifications and any experience of man- 
agement outside the company. 

Yet, while output and employment in 
Sheffield's cutlery industry has more than 
halved in the past 15 years, Richardson 
Sheffield’s sales and operating profits have 


grown by about 2596 a year—to a forecast 
£18m ($32m) and £2m, respectively, for che 
year ending June 1989. A recent study for 
the London Business School by Mr Robert 
Grant and Mr Charles Baden Fuller distils 
several lessons from Richardson's success. 
The most important is the great stress it puts 
on customer relations. 

This works in several ways. On a day-to- 
day basis the chairman, Mr Bryan Upton, 
insists upon three rules: letters are answered 
the same day, telexes the same hour and 
samples are provided within two days. Over- 
work is no excuse. If there are a lot of letters 
to write, everybody stays until they are writ- 
ten. Perhaps more important, the emphasis 
on making customers happy goes beyond 
punctuality into more fundamental matters 
such as product development and output. 

Richardson Sheffield did not have the 
idea for its most-successful product, a 
kitchen knife that does not need to be 
sharpened. The request came from Ameri 
ca’s biggest retailer, Sears Roebuck. But in- 
stead of saying, as did many competitors ap- 
proached by Sears, “We don’t make it; 
nobody makes it; therefore it can’t be 
made”, Richardson Sheffield sat down and 
created both the knife and the machinery 
needed to automate grinding of the special 
serrated edge that keeps it sharp. Similar at- 
tention to the needs of other customers has 
resulted in a product line which today 
reaches from top-of-the-line chef's blades 
(which cost over £20 each) to knives given 
away as petrol-station promotions. 

As product development is geared to 
customers’ wishes, so is the production cy- 
cle. Richardson Sheffield prides itself on 
speed of delivery. Overtime-working is com- 
mon, and the firm juggles production sched- 
ules more than usual, adding or dropping 
shifts as needed. Two decisions have encour- 
aged enthusiasm for such flexible working 
among the unionised workforce. Richard 
son is one of the few Sheffield firms to pa 
its workers hourly wages rather than piece 
rates. And it is known to promote talent 
rather than credentials or gender. Today's 
sales director began her career at the firm as 
a secretary. The production manager began 
her career packing knives. 

The heart of Richardson Shefheld’s suc- 
cess, however, would seem to be its chair- 
man, Mr Upton, and his own leadership by 
example. Mr Upton returns his own tele- 
phone calls as quickly as he would like his 
sales staff to do so—and he does it himself 
without a secretary to do the dialling. In- 
stead of spending his time building a “high- 
motivation corporate culture" or studying 
“optimised production systems", Mr Upton 
wins new orders and works out how to meet 
them. As the chairman shows that no job or 
discipline is beneath his dignity, nobody else 
has any excuse either. How many MBAs 
could say the same? 


BUSINESS continues on page 73 > 
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An Encounter with Tenderness. 
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American agriculture 
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Senses 


The end of the independent farmer 


CHICAGO 


Emerging from the chaos that afflicted them in the 1980s, American farm- 


ers are finding a new role 


664 NULTIVATORS of the earth are the 
most valuable citizens," wrote 
Thomas Jefferson. On one measure, they 
still are: farming in America employed $741 
billion of net assets in 1988 to produce the 
raw material for 10,000-15,000 different 
consumer goods. But in other ways, changes 
are afoot which contradict the Jeffersonian 
view. Instead of being the centre of the food 
chain, farmers are becoming the weak link. 
As prices of seeds rise, farmers are becoming 
production engineers for seed companies, 
instead of their most valued customers. And 
patterns of consumption change, it is su- 
peimarkets and food manufacturers, rather 
than farmers, who are deciding what is 
grown on the land. 

Take Salyer-American, for example. 
This is a company that farms 67,000 acres of 
the San Joaquin Valley in California, one of 
the most fertile spots on earth. Though a 
family farm, it is run as a company with five- 
year strategic plans, international marketing 
executives and a computerised cost-account- 
ing system that breaks the farm down into 
20-acre lots. This enables managers to keep 
a better grip on profitability than the more- 
usual crop-by-crop accounting. 

Despite the sophistication of its 
management, Salyer-American had finan- 
cial difficulties in the mid-1980s. The prob- 
lem was that its main product was a com- 
modity—cotton—to which it could add 
little value (short of going into the textile 
business). The company responded by di- 

sifying into fresh fruit and vegetables. By 

)2 it hopes to sell $250m-worth of fresh 
food a year, much of it under its own brand 
name. 


Big is bountiful 

Salyer-American is a good example of the 
kind of farm that is emerging for the 1990s: 
the market-driven agribusiness. Big farms 
have long carried disproportionate weight 
in America. Farms with annual sales of more 
than $500,000 account for 196 of the num- 
ber of farms, 3096 of the total agricultural 
production and 4596 of net farm income. 
Such super-farms are likely to become yet 
more important because they are best able 
to control their exposure to the unpredict- 
able fortunes of commodity markets, and to 
reverse the long-term decline in farmers' 
share of consumer spending on food. This 
share has fallen from 3896 ten years ago to 
an average of 3096 today. To get a cut of 
some of the value that food processors add 
to food, farmers will have to stop planting 
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whatever happens to grow best in their soil 
and start producing food that meets precise 
consumer requirements. 

In the quest for what the American con- 
sumer wants, Mr Thomas Pierson and Mr 
John Allen, two professors at Michigan 
State University, recommend starting with 
some demographics. Only 2896 of American 
families now fit the traditional pattern of a 
husband at work and his wife looking after 
him and the children. The remaining 7296 
are either one-parent families or have two 
earners. Either way, their time is at a premi- 
um. This dominates what the two professors 
see as the four main trends in the American 
food market: 

@ Convenience. Market researchers reckon 
15 minutes is as long as most working Amer- 
icans are willing to spend preparing a meal. 
To save time, two-thirds of American house- 
holds have microwave ovens. Demand for 
processed food that can be shoved in a mi- 
crowave is increasing at more than 2096 a 
year. 

e Quality. Dual-income families can often 
afford to indulge a taste for what they imag- 
ine to be higher-quality food. What this ac- 
tually means is buying dearer ready-pre- 
pared meals. People who have grown up 
watching father put frozen dinners into the 
oven do not know how to cook. 

@ Variety. Travel, ethnic restaurants and 
television are making Americans more will- 
ing to experiment. Whereas in the past a 
new food meant the same old thing in a dif- 
ferent size or colour, now it can mean edible 
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Low-cost production modules as far as the eye can see 





nasturtiums and tarragon vinegar. 

e Health. It is no longer enough to fob 
Americans off with stodge labelled "natu- 
ral" or "lite". There is a rich (or should 
that be lean?) market for food that is genu- 
inely free of fat and cholesterol, and high in 
fibre. 

At the same time that these demograph- 
ics trends have been evolving, the food busi- 
ness has been in upheaval—Philip Morris 
bought Kraft, while Beatrice, Safeway and 
RJR Nabisco were subjects of leveraged buy- 
outs. This has put intense financial pressure 
on food processors and retailers who have 
responded by becoming ever more sensitive 
to consumer demands—and ever more de- 
manding of their suppliers. 

American farmers have been slower to 
respond to this than have foreigners. So 
Dutch farmers have established a profitable 
foothold in America by growing vegetables 
of a much higher quality than most Ameri- 
can ones. Similarly, Chileans have broken 
into the fruit business with top-quality 
produce. 

American farmers have been quicker to 
respond to the changing demands of the 
mass market for convenience food. If they 
want to supply food to McDonald's, whose 
8,000-odd restaurants are second only to the 
government as a food-consumer in America, 
farmers have to do things differently. They 
must harvest their lettuces a week earlier 
than usual to prevent the core from becom- 
ing too crunchy. And, if their potatoes are 
too small or have too high a moisture con- 
tent, then they lose incentive payments. 

McDonald's has found that competi- 
tion to join its network of suppliers—many 
of which are on exclusive contracts—is so 
fierce that it has no need to get involved di- 
rectly in food production. Other companies, 
however, think they need to control every 
stage of the food chain. 

Vertical integration has gone furthest in 











73 












































































chicker-raising busi n 


week. (If its $1.3 billion bid for Holly 
'arms gets past the anti-trust courts, it will 
e able to produce another 6m birds a 
ek.) To avoid the spread of disease, Tyson 
b-contracts the rearing of its chickens to 
300 farms scattered around its 32 process- 
gunits, which prepare the meat for the mi- 
wave or for fast-food restaurants. Tyson 
pplies the farmers with chicks and feed, 
pervises the rearing and pays farmers 
mething like a salary. 

Beef and pork producers are following 
icken farmers. In beef, the increasing 
yminance of three packaging firms and the 
osure of stockyards in Chicago and Kansas 
ity have made it harder for independent 
mers to market cattle. In pork produc- 
yn, small farmers are increasingly lucky if 
y can find any role at all. National Farms, 
rich is owned by the Bass brothers of Tex- 
and is run by an ex-banker, turns out 
000 pigs a day from one factory. The right 





et and a dose of genetic engineering en- 
ire these pigs are low in fat, but cheaper to 
at than any small farmer can manage. 
The big question is: how will all this af- 
-grain farmers (America is the world's 
iggest grain producer). Grain farmers tend 
y think the answer is: not at all. They are 
rong. Maize, their main crop, is mostly fed 
y livestock. Last year's drought encouraged 
large livestock operations to lock in supplies 
of maize as a guarantee against shortages 
and high prices. Another bad harvest this 
ear will turn a setback into a rout. 

< It has always been hard to add value to a 
ack of grain. For this reason, the proud 
family farms of the Midwest are likely to be 
he last to lose their independence. But, as 
esigner farming sweeps the rest of America, 
ow long will it be before they too uproot 
heir wheat and maize in favour of arugula 
r chocolate-coloured peppers? 


n erican agriculture and Japan 


lew farm-hands 








"APAN is the largest market for American 
farm exports. Last year it bought farm 
produce worth $7.6 billion from America 
296 of America's total agricultural ex- 
s). Recent moves by the Japanese to re- 
ice trade barriers against beef and citrus 
ports have raised high hopes that a new 

anza for American farmers is about to 


ven without trade barriers, the Japa- 


se food market is tough to break into. Jap- 
ese people spend twice as much of their 
sposable income on food as Americans do. 
he Japanese consumer is the most picky 


on earth", claims a Californian fruit farmer; 











| The tax man goeth — 


HONGKONG 


YOU thought Britain led the way in 
budget surpluses and tax cuts? Faced 
with a record budget surplus of HK$14.2 
billion ($1.8 billion) for 1988-89, Hong- 
kong’s financial secretary, Mr Piers Ja- 
cobs, on March Ist cut personal income 
tax and corporate tax by half a percent- 
age point each and abolished withhold- 
ing tax on interest earnings. As a result, 
Hongkong’s  taxpaying rich—just 
190,000 out of a population of 5.7m— 
will pay a flat rate of only 1596 on their 
personal incomes and their businesses 


Top marginal personal tax rates,” 
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dreshals ? 22,000 


207,000 


Source: Business international © * Converted at current exchange rates 
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who has exported to the country for 20 
years. 

One company that tried to break into 
Japan was John Morrell & Co. Last Novem- 
ber, it dispatched its first shipment of 
chilled beef. It had to promise the buyer that 
the meat would have a shelf-life of at least 60 
days and that the 75 animals weighed be- 
tween 750-770 pounds each (cattle can vary 
in weight by as much as 400 pounds). The 
company made a quality controller follow 
the vacuum-packed load all the way. All 
went smoothly until consumers balked at 
the date that had been stamped on each 
package when it had been sealed nearly 
three weeks earlier. l 

Nevertheless, John Morrell and others 
reckon it is worthwhile to persevere, partly 
because the Japanese pay handsome prices 
and partly because the high value-added 
products developed for Japan are now being 
sold successfully in America. The bad news 
is that the Japanese are beginning to take ad- 
vantage of the weak dóllar to buy land and 
processing plants in America to produce 
food for export back to Japan. Their Japa- 


 nese name and access to the distribution sys- 


tem, combined with American production 


"costs, will be hard to beat. 


So far, most Japanese investments have 
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will pay only 16.596. Compare that with | 
the 60% top rate in Japan. In Singapore, | 
Hongkong's arch-rival, the corporate tax 
rate is 3396 and a top earner with a stu- 
pid accountant may have to pay a top. 
rate of 3396 on his income. | H 

All this means that Mr Jacobs is | 
forgoing some HK$1.1 billion. He can af- | 
ford to: after two years of double-digit . 
growth, last year the economy expanded - 
by 7.596 and this year should manage an- | 
other 6%. Morever, Mr Jacobs’s | 
arithmetic is notoriously conservative: 
last year’s surplus was more than double | 
his prediction, and for 1989-90 he is fore- 
casting a surplus of HK$12.1 billion. In | 
other words, Hongkong's government | 
should have no problem salting money 
away to pay for a new airport and a sec- 
ond tunnel under the harbour. 

Indeed, Mr Jacobs's only worry may 
be his pet plan to widen the tax base by 
introducing a sales tax. This, he admits, 
cannot happen if inflation runs in 1989- 
90 at the predicted 8.5%. Most 
Hongkongers would say it should never 
happen. After all, the present system not 
only throws up a surplus, it also allows 
Hongkong's ostentatious taxpayers to 
buy more Rolls-Royce and Mercedes cars 
per head than anyone else in the world. 
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centred on processing plants in California. 
A Japanese-owned rice mill is now operating 
north of Sacramento. Some of its output 
will be made into sake (rice wine) in the 
Napa valley. The ground has just been bro- 
ken for a huge tomato-paste plant to the 
south of Sacramento. Kagome, its owner, ^ 
tends to export all its output to Japan: In: 
same area, Japanese companies are building 
two cattle slaughterhouses and a cotton 
mill—the first ever built west of Texas. 

The Japanese have been shier about 
buying farmland. Under a law passed in 
1978, all foreign ownership of American 
farmland has to be registered with the De- 
partment of Agriculture. At the end of 
1987, Japanese investors owned 150,000 
acres directly (more may be held through 
companies registered in the Caribbean). In 
the second half of 1988, Japanese investors 
began buying lots more. The main pur- 
chases were a-20,000-acre citrus farm in 
Florida, a 30,000-acre cattle ranch in Colo- 
rado and another 77,000-acre one in 
Montana.These are mere nibbles at Ameri- 
ca’s total of 1.3 billion acres of farmland. 
But buying the heartland touches raw 
nerves in America—even if the resulting ex- 
ports reduce the trade deficit. — 
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. competition 
For years, defence- 
electronics firms 
seemed immune to 


the. problems that 
plagued their com- 
: -mercial © brethren. 
NATO governments committed 
themselves to "smarter" 
ons, packed with electronics, as 
-answer to the size of the 
sian army. And they seemed 
illing to pay more or less what- 
- ever defence contractors de- 
< manded to build those weapons. 
^ "No longer. Defence electronics is 
now embarking on the same sort 
of painful restructuring as are 
makers of television sets and sili- 
con chips. 
Defence-electronic suppliers 
are still pampered by the stan- 
dards of companies that compete 
in freer markets, but they can no 
longer automatically pass on 
higher research and develop- 
ment costs to taxpayers. Instead 
they must look for higher 
-productivity and econo- 
"mies of scale. Commer- 
cial-electronics firms have 
found greater efficiency 
by joining with rivals in 
horizontal mergers. But 
‘ie peculiarities of their 
arkets make such merg- 
"ers difficult for defence- 
"electronics firms. 
-Instead of buying a 
"product, generals sign on 
for a research programme 
which will lead to a prod- 
uct, Selling such research - 
programmes involves cob- 
bling together consortia 
with skills ranging from armour 





















plating to artificial intelligence. 


^So defence-electronics firms 
:-have been lured into alliances 
< with metal bashers and vehicle 
-< makers, as well as cost-saving 
^ mergers with their fellow elec- 
tronics firms. 
According to Jane's Informa- 
.,tion Group, a firm of defence- 
watchers, the electronics in aero- 
planes accounts for between 5% 










ransporters) and 75% (for 
ne: Soe and - SUP 


weap- 


total costs (for training aircraft 


ps The fifth in our series of briefs on Europe’s electronics industry 
-turns to defence electronics. Defence budgets are shrinkin 
- research costs grow. Defence suppliers are preparing for tougher 





warning aircraft). As procure- 
ment budgets shrink, the mili- 


tary will try to keep machines up 
to date by modernising electron- 
ics rather than by designing new 
weapons from scratch. 


But electronics firms are being. 
pinched despite their relative fa- 


vour with weapons buyers. 
About eight years ago military 
spending on electronics R&D fell 
below its civilian equivalent for 


the first time. The gap between 
_ them has grown ever since. After 
increasing by 3096 in 1982-85, 
. Britain's. defence budget has 
steadied and of late has hardly 


kept pàce with inflation. Aee 
ica and continental Europe have 
fared likewise. Smaller orders 
have been exacerbated. by 


scarcer profits as governments 
tighten up their procurement 
policies. 

Meanwhile, heedless of poli- 
tics, technology has become 





more expensive. Ás a rule, each 


generation of weapons costs 


twice as much as its predecessor 
to develop. Finding some way of 
easing the cost squeeze is crucial 
to firms operating in Europe's 
small national markets. France 
and Britain each spend only an 
eighth as much as America’s 
$300 billion defence budget. Yet 
they are trying to develop a range 
of weapons almost as broad. 
Some defence-electronics 


firms have spread their costs by _ 
finding synergies between milie _ 





 tary and civilian work. For in- 


instal 


while. 


stance, Dowty, a British com- 


pany, used computer networking 
technology it learnt in the civil 


sector to help it win a contract to 
the communications 
equipment in British subma- 
rines. All have looked abroad. 


Britain's Plessey has increased its 


exports from about 1096 of total 
defence sales in 1980 to over 
50% today, thanks to takeovers 


in America. 


But within Europe burden- 


sharing rests on the project-ori- 


ented consortium. There are 
consortia for just about every- 
thing, from fighter-aircraft to 


chips. A consortium spreads. 


R&D across borders and increases 
the customer-base for weapons. 
To begin with, the terms tended 
to be renegotiated for every new 
project. This is expensive. and 


time-consuming. Thus, accord- - 
ing to Mr Gowri Sunderam, edi- - 


tor of International Defence Re- 
view, more-permanent links are 


appearing. For instance, Plessey 


now owns 49% of Italy's 
Elettronica, Britain’s Gec has a 
5% stake in France’s Matra. 


These are not restricted to Eu- 


rope. Ferranti has joined Ameri- 


.ca's Teledyne to build and mar- 
ket acoustic sensors. 


Governments, meanwhile, are 
using their own considerable in- 
fluence to try to make defence- 
electronics firms more 
competitive. But they are 
going about the task in 
different ways. France has 
merged much of its de- 


sales of $5.6 billion, this is 
the largest company of its 
kind in Europe. Its only 
competitor in France is 
Electronique Serge Das- 
sault. So the French gov- 
ernment relies on close su- 
pervision and competi- 
tion in export markets to 
keep its producers com- 
petitive. In West Ger- 
many, Daimler Benz, through its 
subsidiary AEG, has built up a de- 
fence empire. While Thomson 
concentrates on defence elec- 


tronics, Daimler has spread itself 


from vehicles to airframes as well 
as electronics (in AcG-Tele- 


funken)—a strategy which other - 


Europeans may follow. Daimler 
Benz now takes about a third of 
West Germany's defence spend- 
ing. With the new European 
fighter aircraft, it could double 
that share. 

. Britain, in contrast, has largely 


: replaced its cos 


fence-electronics activity | 
into Thomson-csr. With . 










ment policy (which. gua 
the supplier a given profit 
of its costs) with competit 
fixed-price contracts. Án. 
of this policy has been to pi 
those takeovers, such as the 
attempted by GEC of Plesse 
1985, which threaten to € 
competition. As a result the. 
ish industry is far more 
mented than. its conti 
counterparts. Britain has f 
defence-electronics sup 
Marconi (owned by. 
Plessey, Ferranti, Racal 
Thorn-EMt. In addition, 
Aerospace and Dowty h: 





















































tronics ambitions. n 
This has succeeded inki 
prices down, but some Bi 
companies fear that they wi 
squeezed out by European 1 
as Project 1992 promotes: Tm 
international competition fo 
fence contracts. The Europ 
dimension, more than am 
is likely to prompt the M 
of Defence to bless GEC, jo 
by West Germany's Seimens 
its fresh attempt to carv 
Plessey. | 
As European defence 
tronics firms have sorted : 
their troubles, Americans 
suffered. Between 1983 
1986, American defence ex 
to Europe fell from $9. 8 b 
to $4.5 billion. American ci 
panies are keen to be part c 
rope’ S TéREUCEUfINIE i 


dues to seers a new Sn | 
jecting America’s General D 
namics. But Europe cannot f 
tect jobs for the lads fore 
particularly at the expense o 
staunchest ally. 
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nj Operating profit before Mis | £201.8m ] £170. im 
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kistration’s first budget, federal budget- 
micky. The White House seems. to be 


.. nancing to keep within the official budget- 
= deficit targets laid down by the .1985 

Gramm-Rudman law. EM 

The latest and most obvious example of 
such trickery is the Bush plan to bail out the 
thrift industry. This involves setting up a 
new government-sponsored enterprise, the 
Resolution Funding Corporation (REFCO), 
which over a three-year period would raise 
$50 billion by selling 30-year bonds. This 
borrowing would be deemed off-budget be- 
cause, technically, government-sponsored 

etprises are private institutions. In fact, 






_ debt securities are government-guaranteed. 
- This is why they usually yield only a few ba- 


sis points (as opposed to a few percentage. 
ints) over Treasury bonds of equivalent | 


sumet uaturity. ] 
. .. Originally designed to promote public- 
. policy goals, such as home ownership in the 
cases of | 5oth the Federal National Mortgage 


. Association (Fannie Mae) and the Federal. 


zaHome Loan Mortgage Corporation (Fred- 


die Mac), governmentsponsored enter-. 
prises are increasingly being created to keep | 






<a problem off-budget. This undermines the 
integrity of the budget process. . z 

= REFCO is not the first example of this 

sleight of hand, not even in the thrift indus- 

try. In the 1987 recapitalisation of the insol- 

ent Federal Savings and Loan Insurance. 
Corporation (FSC), Congress created a 
| shell company known as the Financing Cor- 

. poration (FICO). However, REFCO is the most 

dramatic example yet, by virtue of its size. 

That is why it has attracted criticism from 

street economists, 

heir anxiety, though, does not seem to 

ared by Mr Alan Greenspan, chairman 









: h's off-budget . 


S CONGRESS debates the Bush admin- | 
policies are becoming even more gim- - 


increasingly willing to resort to off-budget fi- . 


-buyers of these bonds, and the Wall Street 
salesmen who flog them, assume that such 


ederal Reserve. He told a congrese 





sional committee last week that $50 billion 
is a small sum in the context of a $4 trillion 


economy. But it is a huge sum in terms of the 
government's sales of long-term Treasury 


. bonds. It is equal to 20% of all outstanding 
Treasury bonds with maturities of ten years 


and over. And, at the current rate of issue, it 


is also equal to 15 months’ supply of long- 
term Treasury bonds. 


A closet lender, too 
At the end of 1988 the federal government's 


straightforward debt totalled $2.6 trillion. 


To that should be added the following con- 


tingent liabilities: potentially dodgy direct 


loans with a face value of $222 billion, guar- 
antees.on loans of $550 billion, and loans 
made by government-sponsored enterprises 


. of $720 billion. These look like assets now; - 


they will be liabilities if things turn sour. 


. Note that these figures do not include the 


contingent liability presented by federal de- 
posit insurance. Insured (up to $100,000) 
bank, thrift and credit-union deposits to- 
talled $2.7 trillion at the end of 1988. 

More worryingly, the Office of Manage- 
ment and Budget (OMB) projects a $32.5 bil- 
lion rise in government-guaranteed loans in 
1990; it also expects a $64.8 billion increase 
in net lending by government-sponsored en- 
terprises, which is growing fastest because it 
is the least supervised. Direct and guaran- 


 teed government loans come under the 


OMB's scrutiny; government-sponsored en- 
terprises, being private, do not. 

Mr William Cale, an assistant professor 
at the University of California, has studied 
this closet federal lending. He calculates that 
in’ 1980-87 the federal government has 
subsidised (via the cheap funding enjoyed by 
government-sponsored enterprises), guaran- 
teed or extended $1.21 trillion of net credit. 
This excludes guarantees arising from de- 
posit insurance. . 

Mr Gale’s aim isto demonstrate the 


sheer scale of federal lending. (Attention 
. normally focuses only on federal borrow- 







ing.) In 1987, such subsidised federal c 
accounted for 34% of all borrowing by 
federal sectors. That means that of. 
borrowing done by non-federal entitie 
they companies, consumers or state 
cal governments, 34% was directh 
tended, guaranteed or subsidised by t 
eral government. | g 
What this means is that credit risk 
America has become socialised, in the se 
that the taxpayer increasingly picks up 
bill when borrowers default. This is due 
several factors: blanket deposit-insurar 
the growth in direct federal lending 
guarantees, and, finally, lending by go 
ment-sponsored enterprises. e 3% 
Lending by government-sponsored ei 
terprises can take many forms: from len 
to thrifts to. financing. stude: 
(through the Student Loan Mark 
ciation, more usually known a e 
and agricultural mortgages (by the 
Credit System). All this is creating huge 
generally unrecognised credit risks for 
taxpayer, assuming the federal governi 
honours its usually implicit guarantees. 
However, size is only one problem. 
other is the lack of financial regulation 
government-sponsored enterprises, | 
their lax capital requirements. Mr Tho 
Stanton, a Washington lawyer who spe 
ises in government-sponsored 'enterpr 
sees ominous comparisons with the t 
In both, the risk of loss is underwr 
the government. Just as all thrift-insur 
posits are guaranteed, so the federal 
ment implicitly guarantees $120 bi 
"enterprise" securities under a regu 
system which Mr Stanton calls "even n 
lax than the thrifts’.”’ Í 
This leaves plenty of room for error 
the thrift crisis has demonstrated, whe: 
the federal government underwr 
loss, there is every incentive fc 
ment to take big risks. This is wh: 
as "moral hazard”. : 
lake the mortgage agenci 
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jes, Freddie Mac ($241 bill ion in 


, as qu as its board of die 
co Federal Home 


x dL Pens and. ‘mortgage indus- 
. The problem is that this would leave - 
stitution to compete without any regu- 
ry oversight. This would be despite the 
that it benefits from an implicit federal 
antee, does not pay deposit insurance 
emiums, and enjoys capital requirements 
low what are now being imposed on 
ariks and thrifts. Yet in a disaster the tax- 
yer would pick up the bill. Similarly Sallie 
ae— whose $26 billion of assets are grow- 
ng at a frenetic 2096 per year—has no finan- 
; al regulator. 
There is another similarity with the 
hrifts—the specialised lending undertaken 
y government-sponsored enterprises. This 
means that in a downturn they do not bene- 
fit from diversification of risk. Mr Stanton 
“gays: "Because of the lack of diversity, one 
Aysremic problem wich excess credit risk or 


‘NEW YORK 


A CONTINGENCY plan by the Fed- 
A eral Reserve, the Treasury and the 
‘Federal Home Loan Bank Board to fund 
hrifts that face mass deposit withdrawals 
-has already run into trouble. The plan de- 
.pends on America’s 12 regional Federal 
Home Loan Banks providing back-up sup- 
port. But the Federal Home Loan Bank of 
San Francisco, by far the biggest of the 12, 
-is refusing to co-operate. Its shareholders 
are the federally insured thrifts in Califor- 
nia, Arizona and Nevada, which between 
them controlled 32% of America’s total 
thrift assets at the end of 1988. 
. Under the plan, the collateral for any 
loans made to bust thrifts would be notes 
issued by the insolvent Federal Savings 
„and Loan Insurance Corporation (FsLiC), 
the thrifts’ insurer. The San Francisco 
bank argues that these notes are worthless 
and that the federal government has not 
backed them explicitly. 
The San Francisco. bank i is a privately- 
owned institution responsible to its share- 
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interest risk or inadequate management can 
suddenly translate into substantial financial 
damage”. In the late 1970s Fannie Mae 
nearly came a cropper when it made the 
same mistake as many thrifts, namely fund- 


ing long-term fixed-rate mortgages with | 


short-term borrowings. Although the 
present management of the mortgage agen- 
cies appears quite sound, especially when 
compared with many thrifts, there are no as- 


surances that this will continue. What hap- - 


pens, for example, should house prices 
collapse? 


This is important because the mortgage 


agencies will become larger lenders if the 


Bush plan on thrifts is mene rud 
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holders. So its directors say they are not 


prepared to lend money which they do ` 


not expect to be repaid. Their attitude re- 
flects the view of America’s most profit- 





| d inclüdei imposing 
much tougher capital. rémárements by 1991, 
thrifts would eventually all but disappear. 
An increasing percentage of mortgages 
would either be held or securitised by 
Fannie Mae or Freddie Mac, as opposed 
. to remaining in thrift portfolios. The 
. federal government would merely 
/ have shifted its contingent liability 
. from deposit insurance to the implicit 
` guarantee enjoyed by all government- 
sponsored enterprises. 
Meanwhile, the total cost of pay- 
- ing back thrift depositors, on- or of- 
"budget, is anybody's guess. In his lat- 
est estimate Mr Nicholas Brady, the 
Treasury secretary, told the House of 
Representatives banking committee that 
the Bush plan would cost (including inter- 




































































est paid on REFCO bonds) $157.6 billion 


over ten years and $230 billion over 30... 
years. Even these huge numbers assume ( 
does the Bush plan) lower interest rates ar 
increased. thrift-deposits. In: fact deposits 
continue to leave thrifts. in record amounts, 
with an estimated $20 billion outflow in Jan- 
uary and February (see box)—which is why 
the Federal Reserve has pues emergency 
funding plans. 

The truth is that no one knows is final 
cost of the thrift rescue because it is a hos 
tage to interest rates. The more that money . 
costs, the bigger will be thrifts’ losses and | 
the bigger the bill facing taxpayers. Such is 
the cost when governments offer guarantees 
and fail to watch what others do with them.. 





able thrifts, many of them based in Cali- 
fornia, which are tired of bailing out the 
thrift industry nationwide. The San Fran- 
cisco bank argues that it will lend money | 
only when presented with adequate collat- | 
eral—such as Treasury notes—or when 
the bust thrifts are put into receivership, 
at which point the bank would become a | 
secured creditor. — 
This view makes sense. The role of | 
lender of last resort in America belongsto | 
the Federal Reserve, not the Federal 
Home Loan Banks. That i is why the grow- 





ing financial strain on the Federal Home 


Loan Bank system worries the Federal Re- 
serve Board. 


Mr Allan Bortel, a ihiif analyst at 


Shearson Lehman Hutton, argues that de- 


| 

| 

| 

| 

positors are becoming "antithrift". As | 

taxpayers, they resent having to pay for | 

thrift bailouts. And in fear forthe security | 
of their savings, they are switching their 
money to banks and money-market funds. 
Although most Americans believe their 
insured deposits are safe, many, especially 

those elderly who live off interest income, | 

| 

| 
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worry about a delay of even a few days in 
_ getting their money out. 










E HE world's largest oil-trading forum 
|) Ais the Brent market in London. The 
.. 40-odd 500,000-barrel cargoes of North 





-month form the market’s physical basis. 
_ But because Brent is an informal "for- 
. Ward" market, used by many of its partici- 
X pants for hedging and speculation, nu- 
^ merous contracts are traded for each 

cargo. Some $80 billion-worth of Brent 

contracts will be traded this year. 

| Ask anyone the latest world price of oil 

. | and they are likely to quote you the price 

| of a barrel of North Sea Brent, deter- 
mined by yesterday's deals on the Brent 

"forward market. North Sea Brent has 

yj taken over the role of the world’s 

' "marker" price for oil so completely that 
| many oil-producing countries now price 

at least some of their oil relative to Brent. 

Most oil imported into Western ` 
Europe in 1989— worth over $40 
billion-—will be priced this way. 
All this would be fine so long as 
the Brent market worked as an effi- 
cient and transparent pricing 
mechanism. Increasingly, it fails to 
do so. The market’s last three years 

have been troubled. Early in 1986 a 

number of traders reneged on deals 

when oil prices plunged, and a 

spate of bankruptcies followed. In 

December 1987 Transworld Oil, an 

oil trader, cornered the market and 

pushed prices up by $3 a barrel, In 
| October 1988 Klóckner, one of 

West Germany's biggest trading 
companies, admitted that, on pa- 
per, it had made big losses—esti- 
mated at $300m—in the Brent for- 
] ward market. 

... These woes have frightened off many 
participants. Some small oil traders have 
either quit or gone bust. Business has fléd 
to the New York Mercantile Exchange 
and to the fledgling Brent crude-oil fu- 
tures contract introduced by London's In- 
ternational Petroleum Exchange (IPE) in 

- | June 1988. So the 1re’s regulated contract 
|] is prospering (see chart)—even though it 
4 takes its daily oil-price fix from the trou- 
| bled Brent forward market. 

—] .. The Brent forward market has shrunk 
p | rapidly in recent months. A good indi- 

| càtor is the number of “outright” 
deals—eg, trades for forward cargoes of 
oil, Because these deals depend on genu- 

: ine demand and supply, they determine 

he commodity's price. Eighteen months 

o 130 or more such deals a week was not 
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Brent needs oiling 


Sea Brent oil that are pumped ashore each 
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he world’s “marker” price for oil is being set by an increasingly 





exceptional on the Brent forward market; 
in the last week of February only 30 out- 
right deals were clinched (see chart). Such 
deals now account for only a quarter of 
the contracts traded on the forward 
market—down from three-quarters 18 
months ago. | 

Those participants who have stayed in 
the market are now more sophisticated, 


- trading "spreads" between one forward 


month and another, arbitraging between 
Brent and other crudes and entering into 
oil-contract "swaps". Such techniques of 


hedging and speculation do not reflect the 


underlying supply-and-demand relation- 


ship for physical oil. Spreads (which now — 


| As % of total deals 
| First qtr 1987... 70 
Feb 1980... 28 





account for up to three-quarters of all con- 
tracts) simply trade the differential be- 
tween two forward months. The price of a 
barrel is irrelevant to a spread, and is 
agreed upon only after the deal is con- 
cluded. So spread trades do not assist the 
market's ability to set prices. 

Worse, the market is now dominated 
by a small number of rich firms. Insiders 
say that just two traders owned by Ameri- 
can investment banks—] Aron, owned by 
Goldman Sachs, and Phibro, owned by 
Salomon—account for more than half of 
all the forward market's deals on many 
trading days. These big firms move the 
market whether they like it or not —which 


often makes them money. In the final 
quarter of 1988 Salomon's pre-tax profits 
from its Phibro Energy unit—which in- 
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_ that sets the price of about a sixth oi 
' non-communist world's oil supply. 


 market's recent squeezes. At least one bi 


















cludes 330,000 barre 


ls a. 
capacity—soared to $143m, up 
34m in the last quarter of 1987. Si 
fining profits were poor in the 
months of 1988, much of that increas 
pears to have come from oil trading. 

Many smaller traders are un 
with what they see as an increasing 
opaque and illiquid market. In both Ja 
ary and February the market suffered get 
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the market when they flash on to t 
screens—turn out to be illuso 
never takes place but the marke 
been moved. Many insiders 
“some traders collude to man 
market. Yet many real deals gi 
ported. All this is disturbing for a n 






















































. "Some see the hand of opec behir 


‘OPEC producer was involved in t 
44 Transworld squeeze in 1987. Ot 
ers simply put Brent's trou 
down to its woeful lack of regula 
tion. Because Brent is déemed to be 
a market for "professional" invi 
tors by Britain's Securities and In 
vestments Board (stb), it is subje 
only to a relatively weak "code: 
conduct”. But both the sip and t 
Association of Futures Brokers at 


basis for the IPE's futures contra 
(which is not solely for profession 
investors), something must be di 
to clean it up. T 
But what? The siB’s consulta 
document "Conduct of Busit 
Rules: a new approach" propo 
replacing the oil-market code 
conduct with an enforceable set of rule 
these should come into effect in July.” 
new rulebook will specifically forbid ; 
tempts “improperly to manipulate - 
market". But no clue is given as to h 
the sip or the AFBD will uncover or pr 
manipulation. ZA C 
The British regulators will have 
much tougher if the Brent forward mar 
is to avoid the wrath of America's Cc 
modity Futures Trading Commissi 
(which has intervened because many o 
Brent's traders are American). The con 
mission has been probing Brent sinc 
1987, after Transnor, a Bermuda-ba 
trader, sued a number of big o 
nies for allegedly manipulating 
ket. It is expected to announ 
come of its investigation shortly. 


DEM AAA TAMBIEN ER EA ALERT : 





deett 














c! 's index-arbit ragers - 


FFICIALS. at NM s finance ministry 
: and the Tokyo Stock Exchange are un- 































































ng rapinis re hine hour" on 
md 7 1988 — when the Nikkei index 
ed through 30,000 for the first time— 
d come down with a thud during the 
nd. index-arbitragers’ big event on 
ith, 

med to a razor-sharp skill on Wall 
ndex-arbitraging involves exploiting 
ifferences between share-index fu- 
contracts and the equivalent underly- 
ocks in the cash market. Smart 
sitragers use powerful computer 
ograms to make split-second rec- 
mendations about buying and sell- 
ng. Witching hours take place when 
he futures contracts expire and, by 
lefinition, they become worth the 
ame.as underlying shares. At that 
moment, arbitragers rush to unwind 
heir positions. 

— ndex-arbitrage is fairly new to Ja- 
pan-—which i$ why officials worry. It 
only. really took off last September 
when two new futures contracts—the 
Nikkei 225 on the Osaka Securities 
mienne and T ONE an index of ail 
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NE reason why Tokyo has per- 
formed better than the world's other 
big stockmarkets in the past two years is 
¿that an Investor Responsibility Research 
Centre (IRRC) was set up in Washington, 
: DC, in míd-1987, in order to harry South 
Africa. 

The iRRC's rules ask pension funds and 
-other institutional investors not to hold 
: the shares of companies which have made 
a direct investment in South África and 
^J which employ people there. By the end of 
| 1987 about 370 of the 2,400 companies 
= on the Fr-Actuaries World Index were 
-said to be contaminated by South Africa, 
which means 1596 by number but (since 
ig firms are caught rather than small 
-ones) a higher proportion by market 
: capitalisation. 

. None of the 370 infected companies 
->was Japanese, partly because the Japanese 
began building factories overseas later 
^xhan the Americans and Europeans, who 
"had gone south when this was regarded as 
i^ a rather moral thing to do; and partly be- 
|| cause Japan has been careful to route its 








3y bell, book and candle 


change—were introduced. Both of the new 
futures contracts have been roaring suc- 
cesses, Their combined daily turnover is 
now worth more than that of Standard & 
Poor's 500 index futures contract in Amer- 
ica. When the first pair of contracts expired 
on December 7th, arbitragers were short of 
underlying equity and surged into the stock- 
market at the last moment to buy back huge 
volumes of shares (especially blue chips like 
Sony that are heavily weighted in the Nikkei 
225), ramping the market beyond 30,000. 
The trouble this time is that both of the 
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extensive trade with South Africa 
through local importing agents. Oddly, 
this free gift of the extra business to local 
white South African firms is treated as 
more responsible than having agents 
there to compete with them. 

As the table shows, the exclusion of 
firms blighted with South African invest- 











res contracts. have beet selling : 
ata healthy. premium to the “fair value" - 
based on the cost of tying up cash in a con- 
tract instead of using it to buy the underly- 
ing shares. So arbitragers have been line 
their March contracts and buying either 
June contracts or (more commonly) the un- 
derlying stocks. instead. The underlying 
stocks will have to be sold off before the fu- 
tures contracts expire at the end of trading 
on March 7th. | 
Officials have been afraid that, unless 
the arbitragers are restrained, these could 
start a concentrated sell-off in the last 30 
minutes of trading on that day, which could 
knock 1000 points or more off the Nikkei— 
causing the biggest one-day fall since Black 
Monday. Tokyo's exchange has already 
tightened the terms for margin trading. The 
amount of credit that securities firms 
in lapan can lend customers has now 
been lowered from 70% of the trans 
action's value to 60%, 
It is not that Japanese officiai 
want to abolish the index-arbitraging 
activities. They are under far too 
much pressure from Japanese securi- 
ties firms who want to play the same 
program-trading game that American 
brokerage firms brought to Japan last 
year. But the bureaucrats are deter- 
mined to reduce the wild swings in 
the market that occur when trading 
volumes surge just before the close of 
a futures contract's final trading day. 
As a precaution, both the Tokyo 





ments from the portfolios of " NIMM 
ble” investors has an erratic effect on dif- | 
ferent markets. It removes from these | 
portfolios between 67% and 76% (in | 
terms of market capitalisation) of the | 
companies in the Ft-Actuaries World In- | 
dex that are Swiss, West German or | 
Dutch; 4996 of British firms; 2196 of 
American—and 0% of Japanese. 

Public-sector pension funds in Amer- | 
ica are usually among the most careful to | 
obey RRC rules. They have a present value 
of $600 billion. Barings, a merchant bank | 
and fund manager, expects them to ex- 
ceed $1 trillion by 1992. Perhaps 996, or | 
$90 billion, of that may be invested inter- 
nationally, thinks Barings. As several 
other big investment funds are queueing 
up to look conscience-stricken, IRRC rules 
could give world stockmarkets quite a | 
strong tilt in favour of Japan. 

As Japan is South Africa's second-larg- | 
est trading partner, the tilt is decidedly | 
odd. In 1987 Japan supplied 12% of South | 
Africa's imports, second only to West | 
Germany's 1796; and Japan bought more | 
than 10% of South Africa's exports, sec. | 
ond only t to America’ s. ii The RRC E 

| 
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1 foreign securities houses to pro- 
vide reports this week on their trading posi- 
tions in the cash and futures markets. For- 
eign brokerage firms are also being asked to 
place any orders that might cause violent 
price swings before the market opens on 
March 7th. And they are being told politely 
but firmly to place any orders for their own 
accounts before the 30-minute countdown 
at the end of the final trading day. 

At best, chough, these are only tempo- 
rary measures. Japanese finance officials are 
hastening plans that would let domestic se- 
curities firms play the index-arbitrage game 
but in a less bone-crushing form. So far, 
they have been under strict orders to stay off 
the playing field. And needing to be polite 
to the authorities while the spoils of finan- 
cial deregulation have still to be divided up, 
Japanese securities firms remained on the 

Jelines last December, watching with envy 

the Tokyo subsidiaries of Morgan Stan- 

ley, Salomon Brothers, Goldman Sachs and 
James Capel scored heavily. 

The finance ministry had thought of 
banning arbitrage-related stock trading in 
the final minutes of the settlement day. In- 





ge and the finance ministry have stead, it has decided along with the Tokyo 
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exchange to relax the industry's rules so that 
Japanese securities houses can engage in 
short-selling for orders related to their arbi- 
trage business. That should help reduce 
volatility. And brokers in Japan may be al- 
lowed to place orders for their own accounts 
right up to the closing moments before the 
futures contracts expire. 

The catch? Instead of using the closing 
indexes on the final settlement day as the 
basis for the clearing prices of the two fu- 
tures contracts, henceforth settlement of 
the futures will be based on the opening 
prices of the two stock indexes on the fol- 
lowing morning. 

With a night to think about it, even the 
clumsiest investors will be ready to plunge 
into the market first thing the following day 
along with the best of them. Swamped by 
the crowd and with no imminent deadline 
approaching, the arbitragers will find it less 
profitable and will have less effect when they 
push their big computer programs into gear, 
and start buying up or selling off massive 
quantities of underlying shares in the cash 
market, in a bid to make their futures con- 
tracts more valuable. 





Retail banking in Britain 


Jacking up standards 


ANKS and building societies in Britain 
are scrambling for business. In theory, 
the customer should benefit from compe- 
tition. In practice, as prices of financial ser- 
vices fall, their providers may be tempted to 
cut corners at the consumer's expense. But 
not if the proposals of an independent com- 
mittee on reform of the laws that control 
banking services are adopted. Set up by the 
easury and the Bank of England, and 
«aired by Mr Robert Jack, a Scottish solici- 
tor and part-time professor at Glasgow Uni- 
versity, the three-man committee has made 
: recommendations to bring the law up to 
te. 
The Jack committee wants banks and 
building societies to stick to the spirit, 
rather than the letter, of what it recom- 
mends. Its chief suggestion is that banks 
themselves should come up with an agreed 
code of banking practice, governing such is- 
sues as the security of electronic-payments 
systems, how bank accounts are opened, 
and (the biggest mystery of all to customers) 
how bank charges are set. 

If self-regulation does not do the trick, 
the committee wants the government to step 
in with a statutory code of conduct. This 
would supplement the three pieces of legisla- 
tion (covering 43 recommendations) that 
the Jack committee wants to see enacted 


y. 
The first, a Banking Services Act, would 


codify the banker's duty of confidentiality 
and set a £50 ($87) limit on the liability of a 
customer for a loss caused by a fraudulent 
automated transaction (ie, with a cash card). 
At present there is no limit on the legal li- 
ability of customers in the case of the fraud- 





Dematerialise that paper, Jack 
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ulent use of their cards. 

In the proposed Cheques and Ban 
ments Order Act, the committee envisages 
new non-transferable cheque. This isa bani 
payment order which can only be collectec 
by a bank for the account of the payee. Un: 
der the law as it stands, a thief can pass: 
conventional cheque to an “innocent” 
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third party who can get paid. c 
To round off the legislative agenda, the 
committee suggests a Negotiable Instru- 


ments Act. This would establish which fi- 


E" 


nancial instruments could be traded. At the 
same time, the Act would make provision 
for the transfer of obligations on comp ter 
screens as a prelude to "'dematerialisation" 
or paperless trading. It would also sweep 
aside legal obstacles to the denomination of 
cheques or bills in ecus. E 
The committee would also like to slim 
the cumbersome process of cheque cle: ‘ing 
whereby cheques have to go back to the 
branches on which they are drawn before 
they are paid or bounced. In future, the re- 
port says, banks should be able to obtain 
payment by presenting electronic data 
rather than the actual cheque itself. : 
Britain's banks and building societies 
have given the report a cautious ¥ | 
They have until the end of April to make 
their views known to the government. 
Banks will come under pressure from he. 
Consumers Association and the Office of 
Fair Trading to adopt most of the 
recommendations. 5 
In America, banking standards were ot 
beefed up until Mr Paul Volcker, then chair- 
man of the Federal Reserve Board, found. 


that his own bank had taken nearly two 


mv 


weeks to credit him with the proceeds of a 


house sale. 
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Japanese banks JE 


Tokkin shop 


TOKYO " 
OMMERCIAL banks in Japan just lend. 
money and do fairly safe things such 
currency and government-bond trading, 
right? Yes, according to the larger print n 
the banks' annual accounts. No, in th, 
They have huge holdings of risky securities 
such as shares, in which they can dabble c is- 
creetly and profitably by using anonymous 
(and tax-dodging) tokkin and kingai in 
(T&K) funds. Both types of funds are used to 
trade secretly in stocks and bonds without 
frightening the banks’ more conservative 
customers and shareholders. The funds are 
held anonymously by friendly investment 
firms or trust banks and nobody knows how 
much profit the banks make from them. All _ 
that is about to change. > 
In late January, Mitsubishi Bank (whose 
turn it is to be spokesman for the Federation 


P 


“e 
ative 
av 
are 
> oon” 


> 





FINANCE d 






- of Bankers’ Associations) circulated its ideas 
on banks' T&K funds to the Ministry of Fi- 
nance. They would require Japanese banks 
to disclose their T&K income for the first 
time. The finance ministry is particularly 

keen to have this item incorporated into 

- banks’ income statements. This is sorely 
. needed by investors wanting to assess P 
— “riskiness” of a bank's earnings. This, i 

turn, should bring pressure to bear on 
banks to make their earnings more reliable. 
The controversial bit is Mitsubishi's in- 
. sistence that banks should not be allowed to 
‘include their T&K earnings in their operat- 
ing profits (ie, profits from plain old bank- 
ing), as they do at the moment. By contrast, 
ofits and losses from bond trading would 
Bee incorporated i in the operating profit. 

— No prizes for guessing who would bene- 
fit the most from the proposed disclosure 

E. . changes. Less than 196 of Mitsubishi Bank's 

. operating profit comes from T&K, compared 

with an estimated 1096 both for Sumitomo 

Bank and the Industrial Bank of Japan, and 

as much as perhaps 28% for the Long-Term 

- Credit Bank of Japan. Also, Mitsubishi 

Bank never revalues its portfolio, having 

| stuck to historic-cost accounting. If the new 
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Laundering drug money 


| WASHINGTON. DC 


CCORDING to a State Department re- 
port issued this week, three banking 
Eure of the world—the Bahamas, Hong- 
kong and Panama— play a big part in laun- 
dering drug money. The list, published in 

- the annual International Narcotics Control 

- Strategy Report, is less than complete: the 

. report is more diplomatic than candid. A 

. separate and secret report by the Drug En- 

forcement Administration (DEA), in the pos- 

session of The Economist, contains a world 

. map entitled: "Major conduits and Reposi- 
tories for Illicit Drug Money." On it are 

— marked 18 cities or countries. 

P Four of the laundry cities are in Amer- 
ica—Houston, Los Angeles, Miami and 
= New York. Three are in Canada—Mon- 
treal, Vancouver and Toronto. Outside 

orth America, the DEA's drug-busters list 
ds Andorra, the Cayman Islands, the Chan- 
nel Islands, Hongkong, Liechtenstein, Lux- 
embourg, Mexico, Panama, Singapore, 

— Switzerland and the United Arab Emirates. 

. According to the drug cops, a few more 

— could now be added to the list. For example, 

— Uruguay, with banking-secrecy laws to put 

— the Swiss to shame, has appeared in recent 

laundering probes by the DEA. 

Although the State Department report 
mentions some of the places on the DEA’s 
map, it ignores or plays down their money- 

washing activities. Mexico is discussed as a 
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rules had been applied last year, Mitsubishi 
Bank would have been not the weakest 
among Japan's big five city banks, but the 
second-best in terms of operating profits. 

What Mitsubishi Bank did not bargain 
for was the outcry from smaller banks, re- 
gional banks and former sogo banks (mutu- 
als), many of whom are up to their ears in 
T&K. Some of Japan’s big city (commercial) 
banks and long-term credit banks are not 
keen on the proposals either. What worries 
financial analysts and advisers is how T&K 
profits can obscure the way certain banks 
have become too heavily hooked on securi- 
ties gains, making them far riskier invest- 
ments than they might otherwise appear— 
which is presumably why some banks are 
fighting the proposals fiercely. 

The finance ministry had hoped to get 
the new disclosure rules into use before the 
end of the present financial year (ending on 
March 31st). Given the squabbling that has 
broken out among the bankers, they are un- 
likely to be introduced before the banks’ in- 
terim accounts in September. The betting is 
that, when finally published, the ministry's 
new rule book will not differ all that much 
from Mitsubishi's present proposals. 


 Whitewash—or crackdown’? 


source of drugs but its involvement with 
drug money is not. The State Department 
says that Singapore has “high potential for 
money laundering’; if the DEA report is ac- 
curate, Singapore has realised that 
potential. 

Curbing production of illicit drugs is a 
slow and often useless campaign. Take Laos, 





Official policy in Laos 


where, according to the State Department, 
there has been no reduction in opium pro- 
duction and "there continues to be informa- 
tion that the extensive involvement of mili- 
tary and civilian government officials in the 
narcotics trade suggests this is a matter of de 
facto government policy." Small wonder 
that, increasingly, America's war on drugs is 
being fought on the financial front. 

The international trade in illicit drugs 
may now be worth $300 billion a year. Most 
of that cash must be laundered before it can 
be spent or invested. In the past, narco-cops 
have spent most of their time, resources and 
energy trying to seize illicit drugs and arrest 
traffickers, many of whom were minor mis- 
creants. Now the attention has switched to 
tracing flows of dirty money, arresting laun- 
derers and confiscating the assets of traffick- 
ers. [n a section on trafficking networks, the 
State Department report says pompously 
that “1988 was a banner year for initiatin 
what is hoped to be several classic investig: 
tions of the financial networks and wealth- 
management systems of drug traffickers.” 
One investigation is mentioned by name: 
Operation C-Chase, an undercover opera- 
tion led by the Customs Service, which re- 
sulted in the indictment last October of 
Luxembourg-based Bank of Credit and 
Commerce International (BCCI), several 
BCCI bankers and dozens of other individ- 
uals allegedly linked to trafficking and 
money-laundering organisations. 

But no laundering investigation can 
make much headway without international 
co-operation. A recent United Nations con- 
vention on drug trafficking included provi- 
sions to require signatories to open up their 
banking-secrecy laws to help trace ill-gotten 
money; to adopt laws to allow seizure of 
criminally-gained assets; to make money 
laundering a crime; and to make trafficking 
and laundering extraditable offences. 

To date, America's drug-busters a 
having mixed success persuading foreiy.. 
governments to co-operate. Of its three 
named big laundering centres, the State De- 
partment report says that: 

e "The Bahamas continues to be a major 
transit country for cocaine and marijuana 
entering the United States and is an impor- 
tant money-laundering centre." Co-opera- 
tion with America's lawmen is "good". 

e Hongkong, the money-aundering and 
transit centre for Golden Triangle heroin, is 
also co-operating more. 

e "Panama continues to be a principal 
money-laundering centre for the South 
American cocaine trade and a transit site for 
cocaine." Co-operation with America has 
been "minimal", which is hardly surprising 
since the United States has been trying to 
overthrow Panama's dictator, General Ma- 
nuel Antonio Noriega, who was indicted on 
drug charges last year by federal grand juries 
in Florida's Miami and Tampa. 
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TINE years after the end of 
‘the Korean war, capitalism 
had done little for South Korea. 
-In 1962 the country’s GNP per 
shead was $100. Its exports, 
^ mostly of primary commodities 
- (such as taw silk and animal 
. products), totalled — $43m. 
=< Growth in income per head had 








Domestic savings were negligi- 
xe. The current account of the 
balance of payments was in defi- 
cit, as throughout the country’s 
13-year history. And population 
growth of 3% a year—worrying 
fora fairly densely peopled coun- 
try in the southern half of a 
- mountainous peninsula—meant 
that the economy would have to 
grow by some 5% a year to fur- 
nish jobs for the newcomers. 
The picture today is stagger- 
ingly different. South Korea is a 
thriving industrial economy. 
Farming's share of gross national 
product (GNp) fell from 431296 in 
1963 to 15% in 1984; the share 
' of manufacturing has risen from 
» 10%. to 3196. The country has 
< turned from being an exporter of 
commodities to a net importer of 
m. As a result, it depends 
re than ever on trade: its ex- 
ports. more than doubled as a 
proportion of onr from 1415296 
in 1963-73 to 391596 in 1981-87. 
The country has tamed its for- 
eign debt: its (gross) debt-to-GNp 
ratio, after rising from 2896 in 
.1970 to 52⁄2% in 1980, fell to 
-.2296 last year. South Korea 
-could become a net creditor in 












1989. It is already talking of giv- - 






ing aid and soft loans to the 
-. Countries it has overtaken. 
-= In the course of these changes, 
-the country's economy grew at 
an average rate of 812% a year 
between 1962 and 1985. Its GNP 
per head is now $2,800— more 
-than Brazil's, and not far behind 
:;Portugal's. In each of the past 
‘e years, Korea's current ac- 
nt has shown a surplus. Last 
"s was $14 billion. These 
he government's biggest 
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his article in our series on the economic changes of the past 20 
ears looks at one of the postwar stars of the world economy. 
uth Korea was once a poor country with few natural resources, 
hooked on aid and debt. Today it is an industrial power, and soon . 
will be a big international creditor. How come? 


economic problem is to decide 
what to do about these accumu- 
lating external surpluses. 

This rags-to-riches story is a 
rarity to begin with—but it has 
another unusual aspect. The 
country's growth has not caused 
extreme disparities between rich 
and poor—in contrast with 
many other developing coun- 
tries, successful or not. The 
World Bank reckons that the 
poorest two-fifths of the people 
receive 1796 of the country's in- 
come, the richest fifth 45%. 

That compares favourably 
with Latin America, say. In Mex- 
ico, the poorest two-fifths re- 
ceive 1096, and the richest fifth 
5896; in Brazil, the figures are 796 
? South Korea's: 
real GDP % change on previous yea 
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Sources: Nomura: World Bani IMF; Ely 


and 6796. On this measure, Ko- 
rea's income is also more equally 
spread than that of Thailand or 
Hongkong. 7 

The recipe for economic suc- 
cess seems to have had three in- 
gredients: few natural resources, 
but great human ones; a relent- 
lessly "outward-orientated"' 
development policy; and far- 
reaching, yet flexible, govern- 
ment intervention in the. 
economy. 

When the division of the pen- 
insula was fixed again after the 
Korean war in 1953, the north 
got the natural resources, the 
south got the people—42m to- 


day, double the number in. 


ans are a well-educated lot. In 
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1960, 27% of children of second- 
ary-school age were enrolled at 
school. That compared with 
64% in industrial countries. By 
1983, enrolment in rich coun- 
tries had grown to 8596. In Ko- 
rea, it had shot up to 89%. As a 
result, almost everybody can 
read and write. This is partly a 
matter of cultural inheritance, 


but not entirely. It also reflects a 


deliberate policy of spending 
heavily on education. 

Another virtue, by govern- 
ment command, was industrial 
peace. Although unions are legal 
in Korea, they were vigorously 
discouraged until 1987, and un- 
til then strikes were largely un- 
heard of. Opposition parties are 
still calling for the repeal of many 
repressive laws. 


Midnight oil 

Koreans also have to put up with 
longer working hours than 
their counterparts in almost any 
other industrial economy. In the 
1960s, Korean manufacturing 
workers put in ten hours a week 
more than their Japanese or 
Mexican equivalents, and almost 
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15 more than Americans. Since 
then the gap has hardly nar- 
rowed. In 1980-85 the average 
working week in Korean manu- 
facturing was 54 hours, com- 
pared with 46 hours in Mexico, 
and 41 in both Japan and 
America. 

As a result, Korea's labour 
costs per unit of output have un- 
dercut almost every competitor 
in sight. In 1987, according to es- 
timates by Mr Rudiger Dorn- 
busch and Mr Park Yung Chul*, 
hourly pay in Korean manufac- 
turing was 11% of America's, 
1496 of Japan's, 7596 of Taiwan's 
and 80% of Hongkong's. More- 
over, say Messrs Dornbusch and 
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price rises). 











rk, altho 
ur costs have been rising f 
than those of its competito: 
trade performance has - 
seemed to suffer. Korean ind 
try has moved upmarket, find 
new ways to add value t 
products. That has meant i 
ing in the plant needed to n 
more sophisticated goods. |. 
Believers in free markets w 
at many aspects of Korea's: 
nomic policy. The governn 
has long been highly ín: 
tionist. Over the years, f 
ample, it has relied on cre 
tioning, a manipulated exci 
rate, rigid control of the fir 
cial sector and a fully-fledg 
dustrial policy. In one waya 
other, the governmk 
controlled much of. 
omy. An aspect of this has 
the growth of vast indu 
holding companies, know 
chaebol, which are amenab 
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putting up tariff 
as discouraging 
long list of licen it 
But these measures have “most 
fallen far short of the protectio 
adopted by many other dev 

ing countries, and especially 
the countries of Latin Amer 
Korea’s barriers have tended 



































uniform. Dj 

In one vital way, Korea’s 
nomic planners have always: 
lieved in the discipline of th 
market. Their plan for grov 
looked outwards; not inwards 
was based on exporting succ 
fully, rather than on shelter 
the domestic economy by 
ting out imports. Export in 
tries were given subsidies ant 
breaks. In domestic currer 
terms, the value of such ex 
incentives rose from 1396.0 
ports in 1965 to 3096 in 197 

Korea replaced its dual 
change rates with a single, r 
aged rate in 1965. It has usi 
been kept competitive, t 
brief spells of overvaluatio: 
pened in the early and late: 
(because of the impact of the 
.,lt is important to judge 
complicated combination of (r 
atively low) import protectio 
export subsidies and curren 
management as a whole, T 





*"Korean Growth Policy", Brookings: 
pers on Economic Activity, vol 2, 1987 

























‘the domestically produced 
ds that compete with them. 
ause of (b), producers of 
s for export find that the 
ve price of their output has 
they face an incentive to 
uce import-substitutes in- 
id. The effect is exactly as if 
«had to pay a tax on their 
Orts. 

O leave incentives for export- 
unchanged, a government 
ich raises barriers against im- 
ts needs to subsidise exports 
he corresponding extent. So 
tain mixtures of protection 
 éxport-promotion turn out 












































































rid Bank has calculated that 
orea’s export subsidies since 
63 have roughly offset its pro- 
tion. Accordingly, the Bank 
ssified South Korea along 
_ freer-seeming Hongkong 
Singapore as broadly neu- 
in trade policy. 
yanks to all this, Koren’ 5 
facturing exports rose 
1596 a year between 1973 and 
85. Its share of all developing- 
untry exports rose from 1196 
(181596. And its exports 
nped from. 696 of GNP in the 
ly 1960s to about 4096 in the 
Js. (In Japan, by contrast, the 
has stayed roughly con- 





ucceeded. where importsub- 
ting Latin America had 
ed. There, ' ‘protection was 
ondene, say Messrs 
nbusch and. Park, : “and too 
"attention was paid. to the 
ibility of exporting 
ufactures.” 
The other big A RET be- 
een Korea and Latin America 
inflation—the realm of mac- 
oeconomic policy. Unlike the 
vernments of Brazil, Mexico 
d Argentina, Korea's avoided 
ig budget deficits. As a result, 
e public sector's foreign bor- 
wing stayed small—and the 
oney, in any case, was used 
inly to pay for capital invest- 
ment (which generates income 
or debt service). The private sec- 














e. government's restraint 
eant that the economy, for all 
outward exposure, was not 


world interest rates. - Instead. of 


mport protection raises dh y. 
e of (a) imported goods and 


be economically neutral. The . 


r did get deeply into debt, but 


oly laws into effect. 
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1980s put pressure on firms to 
cut costs... 

The same broad course was 
followed for more than two de- 
cades by both the country’s 
authoritarian presidents, Park 
Chung Hee (assassinated in 
1979) and Chun Doo Hwan 
(who took power in a 1980 
coup) Yet the country has 
changed tack from time to time. 

Korea spent most of the 
1960s implementing the policies 
that turned it into a champion 
exporter. GNP per head grew on 
average by 7% between 1962 and 
1971, compared with 0.7% be- 
tween 1953 and 1961. — 

In the 1970s, alarmed that 
America’s military commitment 
to protect it from the north 


might weaken, President Park 


rushed to promote defence, 
chemical and other heavy indus- 
tries. Public-sector | pension 
funds and private savings were 
channelled into these sectors, 
The forced growth of these in- 
dustries made the economy less 
competitive. Although GNP 
growth stayed healthy, inflation 
began to rise. The average infla- 
tion rate in 1972-79 was 18%, 
compared with 12% in the previ- 
ous ten years. 

A crunch came in the early 
1980s. As oil prices rose sharply 
for the second time in a decade, 
Korea began to suffer. With dou- 
bled import prices, a suddenly 
overvalued exchange rate, and a 
disastrous harvest, in 1980 its 


economy shrank (for the first 


and only time in recent mem- 


ory), by 3% 


Mr Chun’ s government called 
in the IMF, and immediately 
jd Run monetary policy. It 

also began to liberalise imports, 


- and to allow wholly-owned for- 
erly vulnerable to rises in | 


eign direct investments. It let go 
its. hold: of five commercial 
banks, and put new anti-monop- 
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As the economy began to ad- 
just to higher oil prices, the ex- 
change rate was declared. The 
1980s trough in commodity 
prices, which hurt so many ex- 
porters of primary products, was 
nothing but good news for Ko- 
rea. It cut the price of imported 
raw materials, and thus helped 
inflation fall back to'less than 
3% a year for the three years af- 
ter 1983. 

Korea’s economy in the late 
1980s is more startling than 
ever. Fears that Korea would not 
be able to pay its debts have 
faded as the country has racked 
up ever bigger current-account 
surpluses. Liberalisation has con- 
tinued. Almost every week, it 


seems, Mr Cho Soon, an eco- 


nomics professor turned deputy 
prime minister, finds new restric- 
tions to abolish. Koreans are al- 
ready investing abroad, mostly 

in Asia but also in Europe. and 
America. Korea's stockmarket is 
still mostly closed to outsiders, 
however. The government, 


afraid that Japanese securities 


firms will squash inefficient do- 
mestic ones, has said it will open 


the market by 1992. 


Monastic retreat - 


Much of the change is prompted 
by politics. Mr. Chun Doo 
Hwan, the president responsible 
for getting Korea over the trou- 
blesome early. 1980s, has retired 
to a Buddhist monastery in the 
mountains, in disgrace for the 
corruption and human-rights vi- 
olations of his. regime. His 
(elected) successor, Mr Roh Tae 
Woo, is presiding over Korea's 
sharpest rise in living standards 
ever. In the aftermath of strikes 
and demonstrations, 
manufacturing wages rose 2496 
in the year to August 1988, The 
austerity of the Chun. years: has 
gone. 
After the export boom 


average | 









Sources: Brookings Institution; Bank of Korea $ 


1988, it was widely predicted. 
that the economy would slump. 
That has not happened. With 
lower import prices and higher 
wages, consumption is racing. 
ahead. Many economists in K 
rea expect that their country 
growth from now on will come— 
like Japan’s—as much from 
higher domestic demand as from 
exports. This trend will be 
helped along by the rising cur- 
rency, which went up last year by 
16% against the dollar (and by 
much more in. inflation-adjusted 
terms). : 

Thereare din here. Onei is 
inflation. Another is that Ko- 
rea's trade surplus will be a grow- 
ing cause of friction with Amer- 
ica. There have already been 
several damaging trade disputes 
on intellectual property, beef 
and cigarettes. America is now 
deciding whether to label Korea 
an "unfair trader” under its new 
trade law. Despite Korea's efforts 
to spread its exports more 
evenly, roughly 40% of. 1988" s 
still went to America. ..— 

Friction at home is a th 
worry. The widening gap it 
tween town: and country in- 
comes is depopulating rural afe - 
eas and upsetting farmers. In 
February à 12,000-strong farm- 
ers’ demonstration turned into a 
riot. 

South Korea has confounded 
pessimists before. Yet in the de- 
cades of dictatorship before Feb- 
ruary 1988, economic policy and 
the distribution of income had 





not been political issues; they 


were the exclusive concern of 
American-educated technocrats. 
That has changed. Inexperi- 
enced legislators with strong re- 
gional attachments are exerting 
a growing influence. Korea's 
challenge will be to see whether 
democrats can run an economy 
as successfully as despots. 
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A pharmacopoeia for AIDS? 


I WILL be a long time before there is a 
cure for AIDS. But there are treatments 
that can prolong the lives, and alleviate the 
suffering, of people with the disease. The 
first to be found, a drug called azr (also 
known as zidovudine or Retrovir) began full 
clinical trials three years ago, and became 
widely available a year later. lt is still the only 

1g that is widely used to slow the march of 
...? AIDS virus through the body. Other help 
is on the way. 

It is rare enough to find a drug that 
works against any virus; the first anti-viral 
drugs were developed less than ten years 
ago. To have found one that is effective 
against AIDS, just three years after discover- 
ing that AIDs is caused by a virus at all, was a 
triumph. lt adds quantity to patients' 
lives—on average, about one extra year for 
somebody who could otherwise expect to 
die in a year or two. It can also add quality. 
But AzT does have nasty side-effects. The 
most dangerous are anaemia and damage to 
bone marrow, which can be so bad that 
treatment has to end. 

R teams all over the world are 
looking for drugs to replace or complement 
AZT. They are helped by a store of knowl- 

already accumulated about the virus, 
and by the fact that AIDS research is intellec- 
illy challenging, handsomely financed, a 
art career move and a way to alleviate a 
great deal of suffering. Singly or together, 
factors attract plenty of bright re- 
searchers. They are hindered by the difficul- 
ties of clinical trials, the cunning of the virus 
and, on occasion, the pace of 
bureaucracies. 

The commonest approach 
is to try to find drugs that are 
like AzT but less unpleasant. 
These drugs are nucleoside 
analogues—molecules that look 
like the building blocks of DNA. 
When it infects a cell the ADs 
virus needs to insinuate a copy 
of its own genes into the genes 
of its host. The host genes are 
“written” on long DNA molecules; 
the viral genes are written on a simi- 
lar molecule, called RNA. In order to 
survive, the virus needs to copy its 
genes from RNA to DNA. 

In uninfected cells, RNA copies 
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The virus particle... | When the virus is vulnerable 
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of DNA genes are made all the 
time. But DNA copies of RNA 
messages are unheard of. So 
the virus cannot co-opt an 
enzyme from the host cell to 
translate its RNA. It must do 
that itself—with an enzyme, 
reverse transcriptase, that it 
brings with it. 

This enzyme is the ideal target for an 
anti-viral drug. The tricky thing is that vi- 
ruses live vicariously, commandeering a 
cell's mechanisms to their own ends. Drugs 
to stop them would also stop the same mech- 
anisms working as they should in uninfected 
cells. So they need good timing. The mo- 
ment for an anti-viral drug to strike is during 
one of the few points in the virus’s life-cycle 
when it has to rely on itself. | 

Reverse transcriptase makes its copies 
by adding one nucleoside at a time to a DNA 
chain. Luckily, it is not terribly good at 
choosing nucleosides. It will happily add 
AZT where it should be adding a nucleoside 
called thymidine. The difference between 
AZT and thymidine is that on the AzT mole- 
cule there is nowhere on which to add the 


next nucleoside. So the DNA chain is prema- 


turely terminated. 
There are plenty of other nucleoside an- 
alogues that will snarl up reverse 


transcriptase in test tubes, but they also 
harm healthy cells. Researchers are not nec- 
essarily looking for compounds with the 
most striking anti-viral effects but for those 
in which the difference between the effect 





... infecting a cell 






When the virus makes DNA, 
it is vulnerable to drugs like AZT. 
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on the virus and the effect o 
healthy cells is greatest. Th 
best guide to this comes from 
trying them out on people. 
Three nucleoside ana 
logues are in clinical trig s at 
the moment. One is AZT 
which is still far from well-un. 
derstood. The more A 
vanced of the others is ddc 
In high doses it causes nervi 
damage; but it may work a 
lower doses, or perhaps í 
used on an alternating sche 
ule with AZT. Patients | ave é 
fortnight on one drug, th 


= 


wy 

fortnight on the other. This 

gives them some respite from each set of 
side-effects. m 


The other analogue on trial is ddi. It is 
not as effective as AZT but it is consider: ply 
less toxic and so can be given in larger doses. 
Researchers who have seen the results of hu- 
man toxicity tests say it seems to have fewer 
side-effects than either ddc or azr. ——— 

A bevy of other analogues, not yet in 
full trials, look promising. One is FLT, which 
has been tested on monkeys with a vir 
similar to the AIDS virus—a potentially us 
ful technique that is not widely used. A 
cording to Dr Bo Oberg, head of Medi 
the Swedish company testing the drug, it 
seems to be more potent than AZT. How bad 
its side-effects are will be a question for the 
clinical trials, which will await an agreement 
between Medivir and a manufacturing com- 
pany. Another hopeful is dar, which will en- 
ter trials any day now. l 

In future there may be new sorts of ana- 
logues that look less like DNA b 
blocks. There is also some interest in ways of 
getting two different nucleoside analogues 
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into a cell at once. Such an approach seems 
to work well in the test tube, but doctors 
may prefer to administer two drugs sepa- 
rately, so they can change the ratio of c OSes. 
If an array of anti-viral drugs becomes 
available, using drugs in combination (ei- 
ther alternating them, as with azr and ddc, 
or administering them together) may prove 
the way to go. Many AIDS specialists have a 
background in cancer medicine and are 
used to mixing cocktails of different drugs to 
treat it. If drug-resistant strains of the virus 
begin to appear—there is no reason why " 
less easily duped version of reverse 
transcriptase could not evolve—use of a 
number of drugs may be the only way to - 
keep them at bay. i. 
Another source of some optimism in- 
the laboratories is CD4— partly because it 
has been designed and produced by genetic 
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gineering, mainly because yw 


uld move around in the bloodstream 
ther than sitting on the outsides of cells. 
he virus particles would then become 
a with it, and thus be unable to infect 
iv cells. 


eere 


last only a matter of hours in the blood. 
hat might mean frequent injections and a 
rge supply. The genetic engineers are 
orking on ways to make it last longer. One 
mpany, Genentech, together with Ameri- 
$. 

's National Cancer Institute, has. built a 


that the virus recognises are stitched on 
art of an antibody. This should have a 
h longer lifespan because the systems 
: filter blood leave antibodies alone. It 
ay also help the immune response in its 
ht against AIDS (though it is also conceiv- 
le that it will hinder it). 

One question on which the efficacy of 
D4 and similar drugs hinges is how the vi- 


ie which recognises CD4) may be able to 
ill cells on its own, by tricking one part of 
he immune system into attacking another. 
f this turns out to be a main cause of cell 
death in Alps, then any drug which, like 


- great help. 


Slowly from the test tube 

Also under development are drugs to strike 
at other points in the virus’s life cycle— 
when it trims its proteins, or adds sugar to 
ts coat. And many other drugs which boost 
he immune system or upset the vírus in un- 
nown ways are being investigated. Some 
re already in clinical trials, and giving rise 
enthusiasm. But enthusiasm is not data. 

ome of the drugs that prompted optimism 
t year are not doing so well now. One is 
npligen, a clinical trial of which was 
topped halfway because of poor results. 

nother is dextran sulfate, which built up a 


mong people with Alps. It seems to have 
ifhculty getting into the bloodstream. 

.. As well as drugs for alps itself, there are 
Iso drugs for the infections that people with 
AIDS are prone to. The most-heralded is an 
erosol version of pentamidine. Penta- 


ment for a type of pneumonia that afflicts 
round half of those with ams. The aerosol 
eems to be able to stop pneumonia from 
arting. There are also new treatments for 
he blindness caused by a viral infection 
given its opportunity by AIDS. 

.. The pace at which drugs go from test 
tube to trials is a constant source of anger to 
patients. Their anger is often justified. Last 
~- Dr. Anthony Fauci, head. of America $ 








D4 is the molecule on the surface of cells - 
hich the virus recognises and clings to. A | 
netically engineered, soluble CD4 molecule 


- Three clinical trials of cp4 are under 
ay in America. Unfortunately, CD4 seems | 


olecule in which two copies of the part of 


s causes disease. Its surface protein (the 


_€D4, mops up the surface protein will be a | 


paired or destroyed when it 


thing from the swamp. 


owerful following by word of mouth | 


midine has been used for years as a treat- 


üstitute dor Allergies and I nfe 


tious Disease, told. Congress that getting - Eu 
drugs into trials had been held up, not for - 
want of money, but because the NiAID 


needed over 100 new staff members, and 
had been allocated a mere 11. Things look 
better there now. The Food and Drug Ad- 
ministration is being constantly badgered, 
by researchers and activists alike, to speed 
up its procedures for clinical trials. 

Testing drugs on people would still take 
time, even with the most helpful bureau- 
cracy imaginable. It takes time to see 
whether people taking a new drug are doing 
significantly better. Trials also take longer 
than they did two years ago. Patients trying 
new drugs must now be compared with pa- 
tients on AZT, who usually live longer, rather 
than with untreated patients. Withholding 
AZT for the purposes of a quicker test would 





Biotechnology 


li ", signs 
z id be agreed, for example, 
that the levels of a certain viral protein in 
the blood, or the number of cells with cp4 
on their surfaces, accurately marked the 





course of the disease, then tríals could focus 


on these criteria "instead of on worsening 
symptoms or death. But with so much still to 
learn about the disease, it is not yet clear 
which markers are reliable. 

Still, researchers agree that in the next 
few years there will be new drugs that have a 
proven effect against AIDS. As the range of 
treatments—and the experience | of 
doctors—expands, the prognosis for some 
of those who develop aips should improve. — 
Those living in hope of better treatments Jd 
may not be hoping in vain. oS 


swamp Thing washes whiter 


N UNLIKELY slogan for a new deter- 
gent? Perhaps, but it is an unlikely de- 
tergent. It does, however, come from a good 
family. Some 60% of the enzymes used in 
industry belong to a group known as prote- 
ases, which attack proteins. They are used to 
make cheese, to make meat more tender and 
to improve dough, among other things. A 
few proteases are added to detergents, but 
many enzymes cannot stand temperatures 
much above 40°C. Washing 
machines can. An enzyme’s 
activities may also be im- 


finds itself mixed with other 
chemicals. So there are limits 
to their usefulness. Enter the 


Dr Todd Gusek, a food 
scientist at Cornell Univer- 
sity in Ithaca, New York, has 
discovered a protease with- 
out the usual shortcomings. 
He isolated it from a rare 
strain of a heat-loving soil 
bacterium, § Thermomono- 
spora fusca. So far his particular 
strain—dubbed yx—has been found only in 
a mangrove swamp on the Yucatan Penin- 
sula in Mexico. 

The enzyme is rather good at breaking 
down all sorts of plant and animal proteins 
at temperatures of up to 85°C. The hotter it 


is, the better it works. At 80°C it works 13 


times faster than subtilisin, the most popu- 
lar protease in current detergents. And it is 
unworried by high concentrations of deter- 
gents or by chemicals such as salts that are 
sometimes added to them. 

Proteins are to blame for the most cal 


_citrant stains on clothing—such as blood, 





grass and wine stains. This is because of. 
geometry. Protein molecules are intricately 
folded things; when they meet fabric, they 
unravel, exposing reactive chemicals that 
are normally buried inside their molecules. 
These chemicals bind tenaciously to the fab- 
ric and an ordinary detergent has difficulty 
in removing the now-sticky molecules. Add 
a protease to the detergent, and the protease 
attacks the bonds along the protein's chain 
of molecules and breaks them 
into fragments which a deter- 
gent can more easily mop up. 
| YX protease could help 
= with any number of processes 
«for which other proteases are 
~ already used. Its efficiency 
4 means that amps sm 


|. needed; the: high tenpera- 
..turés it works at mean that 
— the risk of contamination ofa 
~~ product by microbes is vastly 
| reduced. It has already been 
employed to clean filtration 
membranes that are used to © 
concentrate milk. In one test, it cleaned the 
membranes in an hour, instead of the day 
that existing cleaners take. p» 

Another application for the enzyme 
might be to help make protein hydrolvsates. 
These are protein-rich liquid foods adminis- 
tered through tubes to patients recovering 
from operations. They consist of the soluble 
components of | proteins—peptides and 





amino acids. Another idea is to use it as the 


base for a contact-lens cleaner, to get rid of 
proteins from the eve's surface. —— 

The enzyme is still being tested, but al- 
ready companies in America, Western Eu- 
rope and Japan are sni niffing around it. The 
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next step is to find a way to mass-produce it. 

omonospora secretes its protease in 
minute quantities. The plan is to tinker with 
the genes of another species of soil bacte- 
rium which is used to make antibiotics. Dr 
Gusek and his colleagues aim to take the 


gene that codes for vx protease in Thermo- 


monospora and put it into ring-shaped DNA 
molecules, called plasmids, from the other 
microbe. The hope is that once these altered 


ers, large quantities of the enzyme should be 
forthcoming. 





Novel computers 


Doing it with 


mirrors 


— ZQLECTRONIC computers are worse off 
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than Achilles: they have two weak 
spots. First, their circuits carry only one 
piece of information at a time. No matter 


- how small they are printed these circuits 


take up space. The more space they take up 


the longer it takes electrons to whizz around 


them, and the slower the computer can 
come out with its answers. Second, electrons 


interfere with one another because of the 


charge they carry. If circuits are squeezed 
too close together the result is a messy buzz 
of signals. 

These are two reasons why computer de- 
signers are seeking to minimise the number 
of connections between components. The 
price they pay for this is commonly called a 
m " SAN à À 

bus" , though it is more like a bus stop. It is 
a waiting-room in which pieces of data twid- 
dle their thumbs while a processor deals 
with information further ahead in the 
queue. In this respect parallel-processing 
computers—which have several processors 
working on different parts of a problem at 
once—face an even worse difficulty. Ideally 
each processor would be connected to every 
other one. In practice a central controller 
keeps track of their work and assigns to the 
processors new parts of a problem as they 
finish each task. Result: lots more 
bottlenecks. 

Optical computers should provide a way 
out of cramping and of bottlenecks. Not 


— Only do photons (particles of light) travel 


faster along optical fibres than electrons do 
along wires, but also more of them can fit 
into a smaller space. And because photons 
have no charge, they do not interfere with 
each another. Beams of laser light can pass 
straight through one another without turn- 
ing a hair. So you can have more connec- 
tions handling more data, and faster. Com- 
puters, that use light also seem tailor-made 
for parallel processing. Optical chips could 
handle many different beams of light simul- 
taneously and each beam could do a differ- 


» 
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ent computing job. 

On the other hand, the fact that pho- 
tons have no charge makes them stand-off- 
ish: it is hard to make them affect one an- 
other. So how, for example, do you build 
the optical switches that would be the heart 
of an all-optical computer? The answer is 
that you probably do not. Most optical-com- 
puter scientists convert their streams of pho- 
tons back into electrons inside some parts of 
their computers to make a hybrid machine. 

Most research into optical computers 
copies their silicon-chip predecessors in 
other respects too. Their internal "architec- 
ture" isa close copy of traditional machines, 
with optical devices replacing electronic 
ones in a few places in order to pick up some 
speed. Dr Alan Huang and his colleagues at 
AT&T Bell Laboratories in New Jersey have 
more revolutionary ideas. In a couple of 
months the team hopes to unveil a simple 
demonstration model of an electro-optical 
computer whose innards will baffle most 
computer scientists. Dr Huang hopes that it 
will also intrigue them enough to go off and 
build more-advanced machines along simi- 
lar lines. 

The machine will contain prisms, mir- 
rors and lenses to channel the light, as well 
as gallium-arsenide chips that convert pulses 
of laser light into electrons in order to work 


Dr Huang folds some photons 


as switches. For reasons of cheapness and 
simplicity, the optical paraphernalia must be 
kept to a minimum. So Dr Huang's team has 
had to rethink the principles of computer 
architecture. 

It has come up with two fresh ideas. The 
first is a novel approach to signal processing 
which Dr Huang calls “symbolic substitu- 
tion". This is a way of breaking problems 
down into components so that simple and 
symmetrical arrays of optical processors can 
solve them. Dr Huang thinks he can make 
do with just four computational compo- 
nents, or "atoms": (a) the familiar NOR gate 
of traditional computing (a device with two 
input lines and one output, which gives the 
result “1”, or “on”, only if both inputs are 
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"0". or "off '); (b) a “crossover” device t 
swaps any two pieces of data (so that, for 
ample, "1, 0" becomes “0, 1”); (c) a "bro 
cast’ device that turns one input into t 
outputs (eg, “1” becomes ''1, 1”); and (c 
"bypass" device that lets data flow throc 
unaltered. 

The idea is to build a uniform array 
such switches to process light signals—a s 
of loom in which the threads are beams 
light. In effect, each switch works by co 
bining the images from its inputs and cre 
ing a new one to pass on to the next. Cx 
sider a human example of symlx 
substitution: when you write two numbe 
say, "5" and “7”, on a piece of paper a 
replace them with another number—in t 
case, "I2"—you have performed symlx 
substitution, although most people wot 
call it arithmetic. Similarly, symbolic-s 
stitution switches take two images and 
place them with a third taken from a com 
sion table. 

The result is a computer with a simple 
unorthodox, layout. Dr Huang's second 
novation is a mathematical technique tl 
he hopes will let him use the same regu 
set-up for a wide range of computatior 
tasks. He calls it "computational origam 
after the Japanese art of paper folding. T 
idea is to alter the configuration of the co 





puter without moving any parts. This 
volves flipping the switches so that the d: 
(in the form of light beams) are sent alo 
different routes, depending on the type 
problem to be solved. 

One advantage of this is that instead 
assigning each piece of information an "2 
dress" in the computer's memory, frc 
which it can be retrieved when needed, o 
gami will schedule its path so that it arri 
at the right place at the right time. This c 
viates the need for short-term random-: 
cess memory. If an answer is to be used fi 
ther along in a calculation, it is sent intc 
delay loop from which it will emerge ji 
when it is needed. Not at all like a bus. 
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From this date The Palace entertainment including 
lotel, right at the heart of Palm Court Coffee House, 
Beijing at Wangfujing, will open Champagne Room (French), 
a whole catalog of fine Roma Ristorante Italiano, 
services and superb facilities. Japanese Restaurant, Room 
"he Palace Hotel offers 570 Service, Intermezzo Lounge, 
rooms and suites, all tastefully 
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THE PALACE HOTEL 


Wangfujing. Beijing 








Managed by Manila Hotel International 








FOR RESERVATIONS: The Palace Hotel, Wangfujing, Beijing, 100005, PRC, Tei. 512-8899, FAX 512-9050, Telex 222696 PALBJ CN. 
The Manila Hotel, Tel. (632) 470011. The Manila Hotel International Co. Hong Kong Sales Office, Tel. (852) 5-253262/254012. North. 
; America — China Express Inc., Tel. (800) 227-5663, (415) 397-8811, China Express Tours Canada inc., Tel: (800) 663-9329, Distinguish 
Hotels, Tel. (212) 725-4500. International — Steigenberger Reservation Service, Supereps in ernational, Utell International. 
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UICC CARES ABOUT CHILDREN 


As late as in the nineteen fifties the vast world-wide fight against cancer. 

majority of children with cancer were doo- UICC, The International Union Against 
med. Today about half of them are cured of Cancer, is global, non-profit, non- 

their disease thanks to cancer research. governmental organisation, supported by 
This is very encouraging, — but it means donations, legacies and bequests. 

that we are only halfway there. Its members are more than 250 cancer 
You can help us to go the rest of the way by leagues and societies, cancer hospitals 
supporting UICC, The International and research institutes in more than 
Union Against Cancer, as it leads the 80 countries. 

INTERNATIONAL UNION AGAINST CANCER Vien) 
3 RUE DU-CONSEIL-GENERAL, 1205 GENEVA, SWITZERLAND. a C 
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Odder than Strangelove 


THE INvisiBLE Boms: THE NUCLEAR ARMS RACE IN THE MippLe EAST. By Frank Barnaby. 


LB. Tauris; 223 pages; £14.95 
TANLEY KUBRICK'S film satire, “Dr 


Strangelove”, contains a gripping mo- 
ment. The Americans have just told the 
Russians that a madman has sent a wing of 
American bombers to destroy them with nu- 

r bombs; these bombers, embarrass- 
giy, cannot be recalled. The Russians then 
reveal that they have constructed a dooms- 
day machine that will smother the world in 
radioactivity should Russia come under nu- 
clear attack; this machine, embarrassingly, 
cannot be switched off. What, hisses Dr 
Strangelove through clenched teeth, is the 
point of building a doomsday machine if 
you don t tell anyone about it? 

This question, suspects Mr Frank 
Barnaby, an anti-nuclear physicist, has made 
an impact on Israel. For umpteen years ev- 
eryone has known that Israel possesses nu- 
clear weapons. For umpteen years Israel has 
denied it, intoning instead its Delphic prom- 
ise to be neither the first country, nor the 
second, to introduce nuclear weapons to the 





Middle East. But what if, for some improb- 
able reason, the Arab states actually started 
to believe Israel's claim of innocence? Then 
the point of its nuclear arsenal—to deter the 
Arabs from attacking it with weapons of 
mass destruction—would be lost. 

Israel cannot say openly that it has built 
the bomb: that would invite sanctions from 
the United States. So enter Mr Mordechai 
Vanunu, a disaffected Israeli nuclear techni- 
cian, bearing a suitcaseful of photographs of 
Israeli atomic bombs, together with a de- 
scription of the secret bomb-making factory 
he worked in beneath the ostensibly peace- 
ful reactor in Israel's Negev desert. Mr 
Vanunu's photographs and testimony are 
splashed across the front page of the Sunday 
Times in October 1986, where they presum- 
ably strike fear into the hearts of any Arabs 
who had been wondering whether to try out 
their growing arsenal of chemical weapons 
on Israel. Lest the photographs be consid- 
ered fakes, Mr Vanunu is plucked home by 
Mossad, the Israeli secret ser- 
vice, and sent to jail for treason 
and aggravated espionage. 

Mr Barnaby, one of the 
physicists who interviewed Mr 
Vanunu while he was in the 
not-so-safekeeping of the Sun- 
day Times, is sure that Mr 
Vanunu was genuine. He nev- 
ertheless considers it “entirely 
possible”’ that the hapless tech- 
nician was duped by Israel into 
alerting the world to its posses- 
sion of a powerful nuclear 
force. If so, the plan worked. 
The Vanunu affair has per- 
suaded Mr Barnaby and many 
other competent physicists 
that the Israelis have built be- 
tween 100 and 200 nuclear 
weapons, as against the 20 to 
25 previously estimated. In ad- 
dition to these simple fission 
weapons, Israel may have 
about 35 more powerful ther- 
monuclear bombs: not super- 
power status, by any means, 
but enough to put it roughly 
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on a level with Britain as a nuclear power. — 
What are Israel's bombs for? Mr 
Barnaby, once director of the Stockholm In- 
ternational Peace Research Institute, is nota _ 
fierce believer in nuclear deterrence. He 
concedes that the Jewish state, hopelessly — 
outgunned by its neighbours, would natu- — 
rally want to build a few atomic bombs as” 
weapons of last resort. What worries him - 
most is the disproportionate size of this arse- 
nal. It implies that Israel sees nuclear weap- — 
ons as tactical, war-fighting tools, not simply ` 
as a deterrent. 5 
Mr Barnaby believes that Israel can have 
no rational use for tactical nuclear weapons. - 
He asserts that the most likely explanation — 
for the size of Israel’s nuclear programme is 
that "technological momentum has taken — 
over and become unstoppable”. Really? Is- — 
rael has both immediate enemies, such as 
Syria and Jordan, and more distant ones, 
such as Iraq. To reach Israel, Iraq's formida- 
ble army of nearly Im men and 6,000 tanks 
has to cross hundreds of miles of empty 
desert. If Israel wanted to stop it, tactical nu- 
clear weapons would do nicely. Besides, can 
weapons that are not seemingly designed for _ 
war-fighting really deter? 
It is true, as Mr Barnaby argues, that the 
introduction of nuclear weapons into the - 
Middle East has made the world a more dan- 
gerous place. Nor is Israel's nuclear monop- 
oly likely to last forever (although an Arab 
state seeking nuclear arms must reckon with 
the possibility of an Israeli pre-emptive at- 
tack, like the one on Iraq's Osiraq reactorin — 
1981). That does not alter the fact that most- 
Israelis, watching the spread of chemical v 
weapons through the Middle East, feel safer 
in the knowledge that their country pos- 
sesses a large nuclear armoury. Who can be 
sure that they are wrong? 





The Soviet economy 
Born-again 
Kremlinology 


THE COMING Soviet CRASH. By Judy Shel- i 
ton. Free Press; 238 pages; $22.50 


p THE 20 years to the mid-1 980s prices in 

the Soviet Union rose by about 10%, 
much less than in the West. Soviet wages ap- 
proximately doubled, and Soviet socialse- - 
curity incomes trebled from a low base. 
Some earnest western analysts therefore as- 


sumed that real Soviet incomes had doubled 
or trebled. The misreaders included all the 
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Perhaps not such a good thing 


Americans worst at detective work, such as 
the CIA. | 

As there had been only a small rise in 
Soviet production of things that were actu- 
ally wanted, all that had really doubled or 
trebled was Soviet money supply— plus the 
length of the queues, the extent of the short- 
ages and the ludicrousness of the economic 
distortions all through the communist 
block. Judy Shelton belongs to the new and 
welcome type of merely partial American 
misestimator who recognises this, but who 
then burrows in entirely meaningless figures 
to estimate Soviet budget deficits at figures 
like 112,317.2m roubles. Russian budget fig- 
ures mean nothing because the Soviet gov- 
ernment counts as a receipt (instead of a 
cost) the money Gosbank pays out to 
subsidise its loss-making factories. And no 
insider (let alone burrowing outsider) can 
measure Soviet defence expenditure from its 
budget because the accounts are totally hap- 
hazard in deciding what the government 
says it is paying itself for its own new inter- 
continental missiles or paper clips. 

Where Miss Shelton is right is to recog- 
nise the desperate situation set for economic 
reform by overhanging money supply in all 
the communist countries. Soviet citizens 
hold liquid "savings accounts" five times 
higher per unit of annual production than 
Americans hold. If Mr Gorbachev frees 
prices without a "currency reform" (ie, 
without confiscating most of those past sav- 
ings), there will be hyperinflation. When 
free co-operatives are created, private taxi- 
drivers or stallholders can charge and make 
far more money than their state competi- 
tors, so state taxi-drivers go and puncture 
free-enterprise drivers' tyres. Miss Shelton is 
therefore probably right to say that Mr 
Gorbachev's chances of economic success 
are marginal at best, and to advise canny 
western bankers and investors not to lend 
money to him. 
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Where she is surely wrong is to exult in 
this "coming Soviet crash". She seems to 
think that ^ crash is greatly to be desired, 
because it will make the communism of state 
control and secret police and military ag- 
gression wither away. It is more likely to 
make it come back. The situation of all the 
mishandled communist countries is rather 
like that of the mishandled Latin Ameri- 

can ones. Sensible bankers should hope 

that the various Latin American freer- 
market experiments will work, 
while not betting a dollar of their 
depositors’ money on them, be- 
cause the dollars may arrive just 
as the next military coup also 

does. The same applies to west- 

ern bankers’ and investors’ atti- 

tude to Mr Gorbachev. But, un- 

like Miss Shelton, most people 
will not feel comfier if his crash 
brings back the Soviet equivalent of 
General Galtieri, creating more disappeared 
ones at home and threatening more adven- 
tures abroad. 





Africa's trees 


Under the acacia 


BEYOND THE WOODFUEL Crisis. By Gerald 
Leach and Robin Mearns. Earthscan; 309 
pages; £8.95 


N THE 1970s, when minds were clouded 

by the oil crisis, westerners allotted Af- 
rica a special crisis of its own. The conti- 
nent’s booming population was burning 
ever more wood to warm its huts and cook 
its food. The forests were already shrinking. 
Soon, said these gloomy prophets, Africa's 
trees would disappear. Now, despite the 
fashion for ecology, new thinking calls the 
“woodfuel crisis” into doubt. 

Messrs Gerald Leach and Robin Mearns 
fall too often into jargon, but their argu- 
ment persuades. As with the "oil crisis", the 
warnings of deforestation mistakenly as- 
sume that demand and supply are inflexible. 
When trees become scarce, African house- 
wives sensibly burn fewer for their cooking 
pots and cultivate new ones. This does not 
show up in projections of deforestation, be- 
cause these are based on diminishing gov- 
ernment plantations and ignore the “unof- 
ficial" trees that peasants plant. 

Some small farmers grow a few trees for 
themselves; others plant to sell. Trees re- 
quire less attention than other cash crops, 
which is a help to the poorest farmers, who 
are forced to spend part of their time earn- 
ing wages away from their land. Among 
richer farmers, trees are becoming a fa- 
voured means of saving. They can be left to 
grow, accumulating annual interest in the 
form of extra height, and cut down when 
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money is suddenly needed. In Benin, say the 
authors, one farm co-operative has planted 
trees as provision for old age; in Kenya, ex- 
Otic species are grown to pay for school fees. 

Poverty, the authors admit, prevents 
some Africans from thinking beyond their 
immediate need for food. Yet in some areas, 
where the farming conditions are 
favourable, trees increase the farmer’s yield, 
so planting them is doubly popular. In the 
Sahel, acacia albida trees shed their leaves 
before the ploughing season. They are 
mixed into the soil, and increase its fertility; 
in some parts of Senegal, this technique has 
doubled the millet crop. On top of that, 
each tree produces around 500 kilogrammes 
of pods— nearly enough to feed two sheep. 
The trees' usefulness not only encourages 
more farmers to plant them; the better 
yields decrease the need for extra land, 
which would be got by clearing forest. 

Such miracles are not found every- 
where. On Kenya's coast, the acacia sl 
its leaves at a less convenient time. So. 
times trees harm crops, by harbouring pests 
or lowering the water table. Still, the lesson 
that deforestation is better tackled by small 
farmers than by vast state forestry projects 
seems to have been learnt. In the 1970s 9596 
of the World Bank's forestry budget went on 
large plantations; in this decade small. 
holders have received 6096 of it. 





Military tactics 


A guru's offence 


LipDELL HART AND THE WEIGHT OF His- 
TORY. By John J. Mearsheimer. Brassey 5; 
234 pages; £15.95 


HE concern—indeed, the obsession— 

of Liddell Hart was to pull milirarv 
thinking out of the bloody morass of 
trenches of the first world war. In Luru 
Carver's phrase, he was one of the “apostles 
of mobility" in the 1920s, having been con- 
verted to the merits of tanks and 
mechanised forces by the other apostle, 
“Boney” Fuller. Liddell Hart then sketched 
in somewhat hazy outline the shape that a 
blitzkrieg might take and was a powerful 
voice urging motorisation on the British 
army. In that sense, he deserves the rank of 
prophet. Yet in his fight against any massive 
commitment of the British army to a land 
war in Europe, his thoughts in the 1930s 
shifted dramatically. He found himself on 
the side of the appeasers and began to pro- 
claim, in contradiction to his earlier ideas, 
the supremacy of defence. 

Inevitably, after the success of the Ger- 
man blitzkrieg in France in 1940, his reputa- 
tion plummeted. After the war, he restored 
himself in the eyes of his peers by stressing 
his prescience in the 1920s and by glossing 
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over the false doctrines he had put forward 
later. To his credit, through friendly encour- 
agement and active aid he also helped to cre- 
ate a thriving coterie devoted to military his- 
tory and studies in Britain. At the time of his 
death, in 1970, he was acknowledged as the 
great guru of military affairs. 

Through a minute and somewhat repet- 
itive dissection of the evidence—mostly ac- 
cumulated, ironically enough, in Liddell 
Hart's own files—Mr Mearsheimer, a pro- 
fessor of political science at the University of 
Chicago, attacks that assessment vigorously. 
In his pages Liddell Hart emerges not simply 
as a man who deliberately created a myth 
about himself, but as a cheat and a liar. 
These are harsh words, but this is a harsh, 
remorseless book: not muck-raking for 
muck-raking’s sake, but an attempt to ex- 





pose the gaps and inconsistencies in Liddell 
Hart's thinking on strategy and tactics. And 
they were many, for Liddell Hart never es- 
tablished a coherent doctrine in his “indis- 
creet approach to war”. 

It is undeniable that Liddell Hart con- 
tradicted himself, and that he strove to hide 
those contradictions. Yet however distorted 
and dim his vision of the future of war, he 
deserves recognition as a man with a vision 
when most had none. And however much 
his vision led him down false trails, his ha- 
tred of the slaughter of the first world war 
was both genuine and honourable. Even 
those who have doubts about Liddell Hart's 
claim to a high place in the pantheon of mili- 
tary prophets must wish that Mr 
Mearsheimer had laced his indictment with 
a little of the milk of human kindness. 





The frenzied life and frequent death of the Broadway musical 


Legless 


NEW YORK 


eV ^ price the American musical 
3 comedy! In today’s markets, mega- 
millions of dollars for a nearly non-existent 
product. As the 1988-89 season moves into 
its second half, Broadway's new production 
statistics for musicals and plays are dismal. 
The total tally may be fewer than last sea- 
son's low of 31, which broke records. 

Lack of money, lack of time and the 
public's increasing craving for spectacle are 
giving producers cold feet. An enterprise 
that used to cost under $200,000 in the 
golden age of the 1950s ("The Pajama 
Game") now costs more than $8m ("Legs 
Diamond", which closed on February 19th, 
after eight weeks, showing a loss of $5!2m). 
Elaborate shows have to run 40 or 60 weeks 
at full capacity to recoup their initial invest- 
ment; in 1954, they did so in 14 weeks. Mu- 
sicals that once took a year to get from paper 
to premiére now take three, and years of re- 
gional productions and expensive work- 
shops have taken the place of speedy pre- 
Broadway tryouts in Boston, Philadelphia or 
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New Haven. Trade-union troubles have 
plagued even established hits, and the suc- 
cessful revival of "Anything Goes" could 
not leave its repertory theatre at Lincoln 
Centre for a Broadway transfer because the 
moving bill would have been in the millions. 

The case of "Legs Diamond" continues 
to fascinate New York. Roasted by the crit- 
ics after postponing its opening several 
times, this showcase for Peter Allen survived 
as long as it did on advance party bookings. 
Its 1920s Gotham-Expressionist sets, by Da- 
vid Mitchell, were the show's principal mar- 
vels—not its Allen numbers. Producers are 
generally more interested in scenic effects 
than in songs. 

The key to what little success there is 
seems to lie in nostalgia. "Jerome Robbins' 
Broadway", which cost $7m and opened on 
February 26th, has been given a rapturous 
review by the hard-to-please Mr Frank Rich 
of the New York Times. Like many new mu- 
sicals, this one avoids the costly gamble of 
trying out new composers and lyricists by us- 
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ing hits from Broadway's past; but it goes 
one step further, with Mr Robbins, a chore- ' 
ographer from the golden age, recreating his 
celebrated musical numbers from "On the 

Town", “ West Side Story” and “Fiddler on 


the Roof”. As Mr Rich admitted, this is his- 


tory, but history that "reverberates" with — 


taste and talent, not with money. Looking at 
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the young singers and dancers, he even ak — 


lowed himself “a giddy, perhaps not even - 


foolish, dream that a new generation of 
Broadway babies may yet be born." 


" 


Reviving past musical successes, how- : | 
ever, is no guarantee of success today, even — 


A 
in London with its more modest costs and 


cheaper tickets. Although “42nd Street” 


and "South Pacific" performed well before — 


their recent deaths, the West End has lost or 


will soon lose—with little or no financial re- — 


ward—productions of “Brigadoon”, "Can-- 


Can", "Candide", “Follies” and “Sugar Ba- 


bies". Two powerful stars, Mickey Rooney 


and Ann Miller, were not sufficiently mag- 


netic to save “Babies” from the debit sheet. 


Mr Stephen Sondheim’s last two Broadway — 


productions, "Sunday in the Park with. 
George" and “Into the Woods", have not 
so far been seen in London. 


In both London and New York the Brit- _ | 


ish musical remains triumphant, neatly re- 


calling the 1878-79 season, when “Hms Pin- 


afore” was the sensational international hit. 
Being British is no guarantee of success; the 


. New York edition of Andrew Lloyd 


Webber's “Starlight Express", despite a run 


of 761 performances, is presumed to have 
been a flop. But the capital of musical the- 


atre has moved, since Offenbach invented - 


the form in the 1850s, from Paris to London 
to Vienna to New York, and back to Lon- 
don again. Unless untried talent can be 
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backed again on Broadway, New York will _ 


never regain the crown. 





A poet of exiles 


Machado's grave 


FOIX € 
per years after his death, the poet An- _ 


tonio Machado is still treated by Span- 
iards as a living presence. Each year, 400-500 


letters are delivered to a mail-box fixed to | 


his tombstone; postcards, poems and notes 


are strewn among flowers on his grave. But 


his body does not lie in Spain; it is in the 
cemetery in Collioure, just across the border 


in France. Machado died there in 1939 as 


one of 500,000 refugees from the civil war, _ 
and on February 22nd, while schools - 


throughout Spain marked the 50th anniver- 
sary of the poet's death with readings from 
his work, more than 1,000 people, most of 
them Spaniards, gathered in Collioure to re- 
member him. 

Mr Alfonso Guerra, the Spanish deputy 
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prime minister, gave an untypically subtle 
and moving speech, explaining how Macha- 
do's grave has become "a place of secular 
pilgrimage", serving as a memorial for all 
those Spaniards who died in exile after the 
civil war. He described the poet as a “mod- 
est and good man”, more concerned about 
the future of his country than about himself. 
A shy teacher of French, his lapels dusted 
with tobacco ash, Machado was a member 
of the generacion del 98, an informal group 
of intellectuals who, in the wake of Spain’s 
loss of Cuba in 1898, sought to inject ratio- 
nalism into Spanish thinking and politics. 

Machado had "the melancholy of a dry 
old tree”, to quote Rafael Alberti, a contem- 
porary poet. This gave him a particular feel- 
ing for austere Castille, "Poor land, sad 
land,/So sad it has a soul." His main collec- 
tions of poems, "Soledades" and "Campos 
de Castilla", are steeped in Castillian 
rhythms and landscapes. [n contrast, he mis- 
trusted Madrid's dandies and pedants as 
"evil wandering stinking folk". 

The poet's view of the poor and the 
humble was, however, anything but roman- 
tic. He believed that only education could 
awaken the “inert, leaden Spain” and its 
“slumbering souls". “We must dream 
awake”, he wrote during the war, pitting his 
pen and hopes against fanaticism. At his 
death, his brother found in his pocket the 
last line of poetry he ever wrote, 

Those blue skies and that sun of childhood 
together with Hamlet's musings on sleep, 
death and dreams. In the minds of his coun- 
trymen he sleeps and dreams still, and will 
read all their letters when he wakes. 











Romanticism in art 


Palely loitering? 


ISTORY is said to be the propaganda 

of the victors, and this is as true of art 
as of anything else. The orthodox history of 
visual arts over the past century is presented 
as a smooth progression from Post-lmpres- 
sionism to Cubism, to Abstract Expression- 
ism, Minimalism, Surrealism and the rest. A 
bewildered and often alienated public must 
frequently suspect that it is not being told 
the whole story, and it would be right. 

The Barbican's huge new exhibition 
"The Last Romantics: The Romantic Tradi- 
tion in British Art, Burne-Jones to Stanley 
Spencer” is a blow against Modernist ortho- 
doxy on behalf of a whole tradition. Most 
strikingly, it includes the Celtic revivalists of 
Edinburgh, who evolved a style in which to 
illustrate Gaelic myths; the extraordinary 
works of their leader, John Duncan, have 
never been exhibited in London before. 





*“Theoria: Art and the Absence of Grace" by Peter 


Fuller, Chatto & Windus; 234 pages; £15. 
96 


















mp EROR. 
i Theatre in-the-mud 16 or 18 sides and seating galleries a 


| cramped 3 metres wide. The pit floor, | 
which afforded cheap standing room, is 









AST week, archaeologists working on 

a building site in London uncovered 

the remains of an original Elizabethan 

round theatre near the presumed site of 

Shakespeare's Globe in Southwark. It is 

thought to be the Rose, where Marlowe's 

and some of Shakespeare's early plays 
were staged. 

Reconstruction of the Globe the- 
atre—part of the dream of Sam Wana- 
maker, a Hollywood tvcoon, for a £20m 
($35m) International Shakespeare Globe 
Centre—has been guided so far by intel- 
ligent conjecture. Nobody has known for 
certain whether theatres were round or 
| many-sided, how large the stage was or 

how the seating worked. The Rose, it 
| now appears, was 24 metres across, with 


littered with hazelnut shells, presumably 
the popcorn of the day. 

According to the archaeologists, two 

or three more months of digging would 

| 









allow them to find out more about the 
stage. They will be lucky to get it. Imry 
Property Holdings, the owner of the site, 
has paid for the dig for a fixed period of 
eight weeks. Since the finding of the 
Rose, close to the deadline, Imry has al- 
lowed two one-week extensions; but time 
was up on March 3rd. Conservation laws 
allow the destruction of historic sites to 
be stopped if structures are listed even 
hours before work begins; but once work 
has begun, no power in the land—out- 
side the generosity of the developers— 


can hold it back. 


























Book illustration is represented by, among 
others, William Morris, Arthur Rackham 
and Edmund Dulac. The exhibition ends in 
the 1930s with the Slade School (centred on 
Paul Nash, Augustus John and Stanley 
Spencer) whose work owes much to the 
early Renaissance; but it might have been 
brought right up to date with Henry Moore, 
Graham Sutherland and the romantic land- 
scapes of John Piper. 

Art critics, by and large, hate the show. 
It reminds them of wallpaper and greeting 
cards; they do not mind if they never see an- 
other languishing maiden or elfin pool. But 
there are signs that the climate of opinion is 
changing, and one indicator was the publi- 
cation last autumn of Peter Fuller's 
"Theoria" *. Mr Fuller takes the thought of 
John Ruskin as his starting-point, arguing 
for the crucial division between art of 
"theoria —stressing the presence of the 
spiritual in nature—and of "aesthesis' '—art 
which aims purely to show the material. 

Even as the Romantics held on to tradi- 
tional content and style, he argues, “mod- 
ernists began to put their faith in machines, 
and man's capacity to remake the natural 
world in his own image.” By the 1930s ro- 
manticism was in retreat everywhere except 
in Britain. For the Modernists, not only 
were history and mythology to be avoided as 
so much pandering to middle-class senti- 
mentality, but nature itself had to be ig- 
nored. Clement Greenberg, an influential 
critic, wrote that there was "nothing left in 
nature for plastic to explore”. 

For Mr Fuller, this destruction of “‘illu- 
sions" about myths and nature is not a liber- 
ation, but destruction pure and simple, lead- 
ing to "a dead blank of the arts". If art is 
deprived of spiritual content or any relation- 
ship to nature, it will be reduced to an arm 
of industrial design or of the advertising in- 
dustry. 


Mr Fuller argues passionately for the im- 
portance of the English tradition of art aris- 
ing from landscape. This school flowed un- 
broken from the early Romantics—Stubbs, 
Constable, Turner, Blake—through Ruskin 
and the Pre-Raphaelites to the artists repre- 
sented at the Barbican, only to be drowned 
by Modernism in the 1950s and 1960s. The 
work of the "Last Romantics" looks reac- 
tionary only if one accepts that its succes- 
sion by Modernism, abstract art and Pop 
Art was somehow necessary and right. If 
British art returns to the themes of natural 
beauty and traditional story-telling which 
sustained it for centuries, it will be Modern- 
ism that is the anomaly and interruption. 








Flowers for Mr Fuller 
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International Institute of 
Tropical Agriculture 


dn ter] reter/Translator 
.. (English/French) 


The International Institute of Tropical Agriculture 
(ITA) o Sather te Nigeria, invites applications for 
the position of Interpreter/Translator inthe Infor- 
matio i Services Program of the Institute. 
TITA is an international research and training 
center, one of a consortium of such 13 centers 
world-wide which was organised by the World 
. Bank, Food and Agriculture Organisation and 
- United Nations Development rogum The Insti- 
. tute has substations and outreach programs in 
- many countries of sub-Saharan Africa. IITA sci- 
į entists from 45 nations work in partnership with 
| national agricultural agencies to increase food 
production in tropical Africa and ultimately to 


S . raise the productivity and income of small-scale 
|] African farmers. 


d The suecessful candidate will be an integral mem- 

| berofa team of interpreters and translators. He 

or she will be required to interpret conferences 

_ |- workshops, training courses, field activities and 
-| visits consecutively and/or simultaneously as the 

"ease may be. He or she will also have to translate 
scientific and administrative documents and up- 
date the terminology data base of the Institute. 


_ Candidates for the position must possess a uni- 
|. versity degree in conference TECUM trans- 

. Jation, modern languages or related fields with 
idequate experience in simultaneous interpreta- 





, The salats and benefits. are competitive and 

include housing, personal car, children's educa- 
tional allowance, annual home leave travel and 
health services. The Institute's headquarters, 
research facilities and residential and recre- 
J ational areas are situated on an attractive 1,000- 
-- hectare campus outside Ibadan. 


Applicants for the position of Interpreter/Trans- 
. jator are invited to sent their curriculum vitae, 

names and addresses of three referees (includ- 
in ; telephone and telex numbers, if available) to 
either of the following addresses not later than 
15 March 1989. 


Manpower Development Manager 
c/o Lambourn & Co, Ltd, 


26 Dingwall Road,. 
| Pnad CR9 SER. 





Uu" Development Manager, 
E pud. Road, PMB 5320, 
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The unos Faculty of of Economics and Büsineás | 
Administration in t the. Netherlands was established 





The educational programme of this rapidly growing . d 
faculty is characterised by the system of problem- — 
oriented learning, while its research programme 

aims at integrating economics, business | 
administration, quantitative methods and the social | 
sciences. 


The Faculty of Economics seeks applicants foro 
the position of 


associate professor of 
international finance 
and accounting | 


Applicants should have. the following 
qualifications: 
— substantial educational and research - 
experience in the field of International Finance 
and/or Accounting; 2 
— acompleted doctoral thesis. and anumber of _ ae gee 
high-quality contributions to the field of “Is 
International Finance and Accounting. 


vacancy number: ECO 9015 


The Faculty also seeks applicants for the position 
of 


assistant professor 
of finance - 


Applicants should have the follo wing. 
qualifications: Je 

— doctorate in Finance or related ducc; 

E educational. : C ee in the field 














acquire: Huang the vo posi aba as well asa 
working knowledge of the Dutch institutional 
environment. 


Successful applicants will be part of a dynamic, 
internationally oriented and rapidly growing 
European finance group. 


Further information can be obtained from prof. ae: 
Christian Wolff dioe -B8 PR 

















j mographic Research and Evaluation Adviser (REA) required 
population and health program of USAID/Dhaka, Bangla- 
REA position is a personal services contract for two 


rs, advising and assisting both USAID and the Bangladesh 
ional. Population. Program officials in evaluation ane 






Tepa project. ‘Particular attention will be given to contra- 
‘ceptive prevalence and continuation, oral rehydration treat- 







| nag E imaternalehiud health service B deles. | 
4 qualifications include PhD in Population Studies 
speciality in Demography, and related work experience 
1 developing countries. Send expressions of interest, curricu- 
- ium vitae/résumé, SF 171 and writing samples to the Contract- 
ing Officer, USAlD/Dhaka by air courier to US Embassy, 
| |] Madani Avenue, Baridhara, Gulshan, Dhaka, Bangladesh, or 

— by airmail to GPO Box 2593, Ramna, Dhaka-2, Bangladesh, or 
by pouch to Dhaka (ID), c'o Department of State, Washington, 
DC 20520-6120, USA. Applications should be received in 
USAID/Dhaka by April 15, 1989. 












| DHAKA, BANGLADESH 


EL International Food — Research institute 







"ade d Gn isdues related to perte food distribu- 
tion, consumption and monitoring of nutritional 
















ject. The period of employment is three years 
the salary and benefits are commensurate 
vith salary scales of international centres. 


The Consumption/Nutrition Economist should 
have a PhD in agricultural economics/economics 
with experience in analysis of consumption and 
-nutrition related issues. 


Please submit two copies of curriculum vitae to 
he Personnel/Dhaka-2 IFPRI, 1776 Massachusetts 
enue, NW, Washington, DC 20036, USA. 


dosing date for applications is 30 April 1989. 






























ment rate. and effective use issues, immunisation adele 


“status in Bangladesh under a USAID funded 









LECTURESHIP IN ECONOMI cs — 


Applications are invited fora Lectureship i in Economics tenable from 1 October ; 
1989 or as soon as noe thereafter. This is a post additional to the on 
advertised earlier this year. Applications are invited from any area. 
Econornics, although preference may be given to specialists in microeconomic 
Candidates who have already applic orthe Lectureship in Applied I Econo 
will automatically be considered for this post and need not apply. 2 Kos 
The salary will be on either Lecturer Grade A £9,260 to £14,500 per annum, or 
Grade B scale £15,105 to £19,310 per anmum, initial appointment probably i 
the Grade A scale. aes 


Further particulars and applic tion forms are available from the Di 
Personnel Services, The University, College Gate, St An 
= sca 5 seems rar oir ect 


















































Research pasts: 
in the City 


The Department of Banking and Finance seeks to 
recruit two Research Fellows and a Research Assistant 
for its Research Centre in Financial Development. 


The research will be in the areas of Financial Markets/ 





Monetary Economics/Financial Development as part of a 
research programme applied to financial i issues in less - 
developed countries. 


Research Fellows (2) 

These posts commence in September 1989 and are for 
a period of up to three years. Applicants | should possess 
a PhD degree in the areas ated above or have relevant 
experience. 

Salary will be in the range gi ,515 to £17,370 pa 
inclusive London Allowance. 


Research Assistant 

This post commences in September 1989 and is for a - 
period of up to two years. Applicants should ideally have 
a recent MSc degree in Monetary Economic —  -— 
Econometrics. 

Salary will be in the range £10,325 to £13,330 pa 
inclusive London Allowance. 





Further details and aen forms for all th 
can be obtained by writing to Mrs Kate Phylakt 
University Business School, Barbican C entre, SF 
Crescent, London EC2Y 8HB. » 


Manchester Business School 


Umveriy of Manchester 


a Mdaigpetnent The person appointed iud join n Professor D. 
-F Channon in developing a major research initiative in strategic 
management, The salary will-be in the normal professorial range 
with USS superannuation benefits. Informal enquiries should be 


 tnade- to: either Professor Channon or the Dean of the Fac ulty of 





Business Administration. 


Detailed applications (suitable for photocopying) containing the 
. Names of three referees should reach the Registrar, The University, 
Manchester M13 9PL (from whom further particulars may be 
| obtained) before 17 March. Tel: 061-275 2028. Quote ref: 44/89 
| EC. The University is i Cauanopporunmes emplover. 


"AS part of the USAID ERN. oss Workforce and Skills Training Project 
-  (BWAST): 


THE ACADEMY FOR EDUCATIONAL DEVELOPMENT 


a private, non-profit international consulting firm, is seeking persons for 
two, two-year positions in Botswana: 


SENIOR ECONOMIST 


to serve as Principal Economist and Secretary of the Regulations Review Committee 


~~ (RRC) in the Botswana Ministry of Finance and Development Planning. The purpose of the 


. RO is to assist the Cabinet in Streamlining and developing Government isa which 
a will encourage. rather than discourage private business. development. 


-< REQUIREMENTS: Masters in Business Economics or Economics: five years. experience 
 inprivate business including international work in third world (p referably southern Africa); 
minimum of three years as Senior Economist dealing with issues of employment 

generation, economics of regulation and private sector development. 


HEAD, SCHOOL OF ACCOUNTING AND MANAGEMENT 


To serve as Professor and Head of the School of Accounting and Mana erent ‘Studies, 
University of Botswana. The a ane will be required to undertake the following duties: 
Academic administration, professional education, departmental financial administration, 
public relations, student counselling. departmental staff administration, teaching and 
Staff development. 


REQUIREMENTS: Postgraduate degree in business, MBA or PhD; ten years university 
level teaching and administration; some private sector background. Third world working 
experience desirable. 


Send résumés, salary history and four references to: BWAST Recruitment, 
AED, 1255 23rd Street, NW, Washington, DC 20037. Principals oniy. 
Minority candidates are encouraged to apply. 


EQUAL OPPORTUNITY EMPLOYER - 





UNIVERSITY COLLEGE DUBLIN 


Applications are invited for full-time, academic appointments to 
commence in Autumn 1989, in the following departments: 


DEPARTMENT OF POLITICAL 
ECONOMY 


(Two permanent posts) 


These appointments will be made at the level of either Assistant 
Lecturer or College Lecturer. 


DEPARTMENT OF BANKING 
AND FINANCE 
(One permanent post) 
This appointment will be made at the level of either Assistant Lecturer 
or College Lecturer. Applicants should have strong research interests in 
any area of finance, 
SALARY SCALES 


The current salary scales are: 
Assistant Lecturer: Ir£10,566-1r£16,958 
College Lecturer: ir£16 ,A00-Ir£24, 860 


Entry point. on the relevant scale will be in accordance with qualifica- 
tions a expe Ice. There is a non-contributory pension scheme. 


APPLICATION PROCEDURE 


Prior to application, further information (including application proce- 
dure) should be Obtained from the Secretary, University College 
Dublin, Belfield, Dublin 4. Telephone enquiries: 593244, ext 1431. 


CLOSING DATES 


The closing date for. receipt of completed applications for both of the 
above posts i is dip & seh 1989. 











University of 
Newcastle upon Tyne — 


Department of Economies’ 
LECTURER 


Applications are invited for a post of 


Lecturer in the Department of Econom- - 
ics commencing 1 October, 1989. The 


successful applicant will be expected to 


have active research interests and to 
make a substantial contribution to 
teaching in the Department's four year 


honours degree in Economics and. 


Business Management. 


Salary will be at an appropriate point on 


either Lecturer Grade A £9,260- 
£14,500 per annum or Grade B 
£15,105-£19,310 per annum according 
to qualifications and experience. 

Further particulars may be obtained 
from the Senior Assistant Registrar 
(Establishments), The University, 6 
Kensington Terrace, Newcastle upon 


Tyne NE1 7RU, with whom applica- j 


tions (three copies), with the names 


and addresses of three referees, 


should be lodged not later than 23 
March, 1989. 





LECTURESHIP IN —- 
MANAGEMENT 
INFORMATION SYSTEMS 


Applications are invited for the 
above post in the School of Busi- | 
ness Studies at Trinity College, 


one year in the first instance, com- 
mencing on 1 October 1989. 


The appointment carries responsi- 
bility for lecturing and course devel- - 
opment at undergraduate and post- 


graduate levels and for the conduct | 
and promotion of research in the | 


area. Teaching and research will 
stress the strategic use of informa- | 


tion and information systems in the | 


modern organisation, 


Salary scale: IR£10,807-1R£24,861 | 


per annum. Appointment will be 
| made at a point to accord with the 

qualifications and experience to 

date of the successful candidate. 


Application forms and further par- 
ticulars relating to this appointment 
may be obtained from: 
Establishment Officer 
Staff Office, 


Trinity College, 
Dublin 2. 


To whom completed applica- - 
tions should be returned ud not 
later than 31 March, 1989. » 


Prospective applicants may aao. | 
School of Business Studies, nr | 





contact, in writing, the Head) 


College, Dublin 2, for. 
information. 





ster Polytechnic 





; LEICESTER BUSINESS SCHOOL 





nent of Economics 
ee LECTURER 





ale postgraduate qualifications ar 
preferably should have had conside 


able experience in teaching micro-ec 
nomics at second and third-year unde 


graduate level. it is also desirable th 
applicants can demonstrate a capaci 


for research and/or consultancy. 


informal inquiries may be directed - 


the Head of the Department of Ec 


nomics, Dr P. A, Riach. Tei: (053: 
. 551551, ext 3720. 


Previous applications will be c 
For further details and information coi 
tact The Personnel Departmen 
Leicester Polytechnic, PO Box 14 
Leicester. LE1 9BH. Tel: (053% 
551551, ext 2303. 


Closing date: 21 March 1989. 








J University of Surrey 





apartment of Biochemistry 
Nursing Practice Research Unit 
HEALTH ECONOMIST 


Applications are invited for the post. 


Nursing. Practice Research — Ur 


 (NPRU). 
. The NPRU, funded by the Departme 


of Health, is engaged in a number 
fundamental research projects cove 
ing a range of biological and soci 
Sciences. This new post of Heal 


Dublin. The post will be tenable for | ~ Economist has been created to inves! 


gate the economic aspects of this rt 
Rear. in i first instance the 





costs associated with the developmei 
of pressure sores among hospit 
patients. 


Applicants should possess a good ho 


ours degree in Economics or a relate 
subject, Relevant postgraduate exper 


. ence in the field of Health Economic 


would be an advantage. Registratic 
for a higher degree may be possible. 
The appointment will be initially for tw 
years on the Research and Analogou 
IB scale, £8, 675 to £11,680, startin 
salary dependi 

experience. - 


Applications in the form of curriculur 





_ Vitae (three copies) including. name 

` and addresses of two referees shoul 
be sent to the Personnel Office (JLG 

| University of Surrey, Guildford, Surre 
GU2 5XH, by 20 March 1989 quotin 


reference 814E. For further writte 
details telephone 0483 571281, exter 
sion 2019. Informal enquiries may b 
made to Dr Michael Clark, Nursin 


Practice Unit, ext 2541. 

























versity of Sydney 
UR OF AGRICULTURAL 


plications are invited for the Chair of 
icultural Economics. The Professor 
esponsible for teaching and re- 
ch in agricultural and applied eco- 


E- 
63,397. Agreed consultancy. work 
d be in addition to this figure. 
jintments to Chairs are tenured. 
e University reserves the right not to 
iproceed with any appointment for fi- 
mancial or other reasons. 
Applications in duplicate, quoting refer- 
‘ence no, including curriculum vitae, list 
of publications and the names and 
addresses and FAX numbers of three 
referees to the Registrar, Staff Office, 
tsity of Sydney, NSW 2006, Aus- 
from whom a detailed statement 
.., mation should be obtained. En- 
Quiries may be made to the Head of 
Department, Mrs Carolyn Tanner (02) 
692 2574. 


Further general information is also 
available from the Association of Com- 
monweaith Universities, 36 Gordon 
Square, London WC1H OPF. 


Applications close: 28 April, 1989. 





Equal employment opportunity is Uni- - 


versity policy. 





Cotton Council international 
(CCI) is expanding its European 
Office. Three vacancies have aris- 
enfor ... on 


PROMOTION | 


CCl is the overseas arm of the | 
‘National Cotton Council of Amer- | 
i^ The European office imple- 
its market development pro- 
.. mes for US cotton and- 
cottonseed products in approxi- 
mately 30 countries in Europe, 
Africa and the Middle East. 
Candidates for the positions must 
be able to demonstrate that they. 
can meet the following require- 
ments: 
—education to Degree level, or 
- equivalent commercial experi- 
. ence 


+a background in the US textile/ 
^. raw cotton industry 
familiarity with the interna- 
~~ tional textile industry, retail 
.. trade, and raw cotton trade 
have good inter-personal skills 
—be prepared to undertake a 
substantial amount of interna-. 
- tional travel 
Written applications, including 
salary history and a recent photo- : 
graph, should be addressed to: 
|. The European Director 
1+ Cotton Council International 
^. 101 Wigmore Street 
. London W1H SAB 
Complete confidentiality is 
a assured. 





ics within the University of Sydney. 
alary will be at the rate of 








































University of Otago 
Dunedin, New Zealand 


DIRECTOR, POSTGRADUATE 
DIPLOMA IN TOURISM 


Applications are invited for the post of 
Director of the course for the Postgrad- 
uate Diploma in Tourism. The appoin- 
tee should hold postgraduate qualifica- 
tions in a related academic discipline, 
have significant experience as a uni- 
versity teacher and have demonstrated 
a serious research interest in some 
aspect of tourism. The directorship will 
be a three-year appointment in the first 
instance. it is regarded as a half-time 
position and the appointee will simulta- 
neously hold a half-time position in the 
department of his/her discipline of pri- 
mary specialisation. 


Appointment will be made at the level 


of Senior Lecturer or Associate Profes- 








of the electricity supply industry wili p 
our Head Office team contracting for future electricity supplies. 





sor according to qualifications and ex- 
perience. In exceptional circumstances 
an appointment at Professorial level 
may be considered. 


Salary Scales: Senior Lecturer: 


NZ$49,000-NZ$57,000 with a range of 
salaries between NZ$59,000 and 
NZ$63.,000 above that level; Associate 
Professor A range of salaries between 
NZ$66,000 and NZ$72,000. 


Further particulars concerning the di- 
pioma and the duties of the Director are 
available from the Registrar, Mr D. W. 
Girvan, University of Otago, PO Box 
56, Dunedin, New Zealand or from 


Appointments (36041), Association of - 
Commonwealth Universities, 36 Gor-. 


don Square, London WC1H OPF. 


Applications quoting reference AB9/4 - 


close on 15 April, 1989, 


Equal opportunity in employment is- 


University policy. | 








to £18K — 


Expertise will be needed in everything from electricity generation 
economics to investment analysis, computer modelling of contracts, 
purchasing and settlement systems as well as capacity planning. And 
the new ground you break in all of these areas will establish a unique 
foundation both for your future career and for our future profitability. 


We are looking 


the energy 


In addition to a competitive salary, you'll enjoy many other benefits 
including a pleasant coastal location. So, if you think you have the 
necessary acumen and motivation to meet the challenge, please apply 
in writing giving full career details to the Secretary, Seeboard, 
Grand Avenue, Hove, East Sussex BN3 218, or telephone 
Diane Willmott on Brighton (0273) 724522 extension 2233. 





| industrial economics or develop 


“| and names and addresses of three 


place.a heavy responsibility on 


for able young people to reinforce our team to - 
deal with this challenge. Whether you're an economist, engineer 
business analyst or someone with related commercial skills, youl —— 
need to have a good Honours degree and the ability to analyse 
complex problems. You should also 
statistical/quantitative techniques, first-cl 
and ideally a knowledge of PC's. 


possess a good understanding of | 
ass communication skills, — 





UNIVERSITY OF — 
SOUTHAMPTON 


Tempora 
Lectureship 
in Economics © 
| Applications are invited for a number 
| of temporary lectureships in the Di 
| partment of Economics. One po: 
| will be for three years, the others ft 
| one year with the possibility of r 
| hewal. Candidates should have re 
| Search and teaching interests i 
| Macroeconomics, microeconomic 

















































| ment economics. All appointments: 
| wil be on Grade A Lecturer salar 
| Scale (£9,260-£14,500). | 
Applications (seven copies from Ul 
i candidates) with curriculum. y 













| referees should be sent to Mrs Ko 
| Moir, Staffing Dept, University of- 
| Southampton, Southampton S09 
| SNH by 14 April 1989, quoting refer- 




































. Brighton 
Seeboard su pplies electricity 24 hours a day to nearly 2 million 


customers in the South East of England. The forthcoming privatisation 










re in domas e 


The College, i in association with a City Firm, seeks well qualified 
economist. to divide his/her time between London and Cam- 
brid; He/she will be appointed Director of Studies and College 
ié ad will also advise on, and research into, the economic 
| ispect. of: international financial regulations. 

Starting salary in range £12,000-£15,000 plus payment for teach- 
| ing. Single accommodation. available. 


Further particulars from the Master. Closing date for applica- 
tions 31 March, 1989. 




















SCIENCE POLICY RESEARCH UNIT 
UNIVERSITY OF SUSSEX 


. SERC RESEARCH 
STUDENTSHIPS 


| Ap lications are invited for Science and Engineering Research Council studentships 
- .. (9 1989. The Science Policy Research Unit is interdiscir linary and is concerned with 
T policy for science and technology itt the following fields: 


Innovation and Regulations in Industi y and Energy 

--— Science Policy anc Research Evaluation 

-_ Management of Technolo 

em Commun. nications Technology Policy 

. — New Technology, Man Skills” 
o Technolo y Policy in Jevelaping Co res 

> Applicants who have or expect to obtain a first or upper second class honours 

|. degree may obtain application forms and details of the various research 

` n grammes from: Sally Mg SPRU, Mentell Building, University of Sussex, 
= amer, Aa dik BNI i F. 


































international: Fund for i Aoicoliral PHONES IFAD (United N Na- 
tions), Rome (Italy), seeks candidates to fili post of 






















e. : Duties include: 
x identification and preparation of projects 


ect appraisal ar arrangement with co-operating 
jer; 









project onte, OWAN review of ri elitr reports; 
preparation of project Teen for govern ng body and annual pro- 


, gramme of work 


T Candidates should have an. Advanced University degree or equivalent 
irn Economics, Economic Development, Public Administration, Agricul- 
tura! Economics or Agricultural Science, with seven to ten years 
experience in project formulation and implementation. Excellent 
Engen and French. Ability to travel pensel; also to Hope 
countries. 


| Depending oh experience and. qu uálificatións, net base: ere per 

annum will range from U5$30,282 to US$41,308. Cost of living 
< allowance subject to change according to United Nations Common 
. System will range per annum from US$16, 032 to US$17,267. 


- Initial contract is for two years. 
Deadline for applications 21 April 1989 


. Send applications to: 
ur chad? "Personnel Division 
FAD 


jill receive an acknowledgement. 


Innovation and Technology - 


| du ld, of theoretical, empirical and policy 


M Al amie ne i 


Write to: 


Graduate Tutorials, GTAC Associates, 


FREEPOST, London W5 4BR. 
, Tel: 01 -993 3983 


Maastricht Economic Research Institute one 


Sh DOAN 18 ff MERIT com- 
relevant research. 


For the academic c year 1989-90 MERIT provides i 
a new Ec 


Postgraduate Prbpraminie on 
tpcinogy aee ad 











consistently 









oblems and pesa 
4 3 ust Programme direc- 
C. Freeman and Professor L. 


The programm (e is designed pri imarily for econo- 
mists and engineers who have completed a first 
degree, but applications are also welcome from 
other social and natural scientists who have 
reached a minimum level in economics. Courses 
will be conductedi in English and the total number 
of participa s wi i be restricted to a maximum 








e 
































INTERNATIONAL 
STRATEGY AND 
THE NEW EUROPE: 


THE IMPACT OF 1992 


. International 
- . Executive |. 
. Programme 
des, Greek Islands 


ional general management programme providing 

comprehensive briefing and expert analysis of the impact of 

e single European market on business and financial oppor- 

tunities and prospects. i PE 

_. Guest speakers will include: Sir John Harvey-Jones, Deputy 

_. Chairman, Grand Metropolitan; Martin Waldenstrom, Presi- 
dent, Booz-Allen Acquisition Services, Paris. 

_ For further information please contact: Professor S. J. Gray, 

;.., Director, Centre for International Finance and Accounting, 
Glasgow Business School, University of Glasgow, 69 Southpark 
Avenue, Glasgow G12 8LE, Scotland, UK. Tel: (041) 330 5426. 







Amsterdam University 







Post-graduate Programmes 
International Relations Executive 








These nine-month programmes (August 1989 - " 
May 1990) include intensive courses in international law - 
and economics, including law and economics related to the 
European Communities, and also French and English — 
language courses. | | 































The courses are designed to prepare post-graduatesin - 
law economics and political sciences for positions in 
corporations and national and international Lg 
administrations. Some programmes are specifically o 





















towards Europe - 1992. 











Lecturers of Amsterdam University, prominent officials " 
and leading EC experts form the teaching staff. 









Medium of instruction: English. — 
Admission fee Dfl. 10.000,- (approx. $ 5.500), 
lodging not included. : 








For further information: ASEDIR, — 
Oudezijds Achterburgwal 237, 1012 DL Amsterdam, 
The Netherlands. | | B 





Telex: 777070 UNIGLA. Fax (041) 330 4808. | 
UNIVERSITY OF GLASGOW 






























" Are you comfortable deciding on product strategy? 

.. Do you know where your competitive advantage lies? 

| Many senior managers suspect the accounting information they use is 
| inaccurate. Studies show the errors to be bigger than anyone thought 
| ossible. BEER 

-4«NSEAD now offers senior managers a one-week programme on this 


| | d week 28 May-2 dine 1989 | 

"T je seminar has three basic objectives: : TE 

m To demonstrate the weaknesses in contemporary cost systems : 
-To define the concepts of strategic cost management systems which overcome the 

To discuss the design and implementation of such new systems 


nior executives will share ideas with leading faculty and colleagues from all over 































world. They will get a better idea of how to gauge product profitability and how (THIRTY 






| best to allocate resources. 







: Find out more about this exciting new programme from: 
Michéle Baliteau, INSEAD Rm E, 77305 Fontainebleau Cedex, France 
Tel: + 33160 72 42 18 Telex: 690389 F Fax: + 33 1 60 72 42 42 












cost evaluation. 


ale hes teeth Loa 





INTERNATIONAL - 
TEEN CAMP — 


. Chailly/Lausanne-Lake Geneva 
Co-ed 14-19, July-August 
















| Summer skiing. 










































in ame m 





; " Outline: 


! rporations; 


. tional business strategies; 


Macroeconomics in Open Economies 
The International Monetary 


International Financial Markets 
International Trade: Theory and 
Policy 

Trade and Development Strategies 








' matter when taken. No residency required. 
^. Qut graduates are recognized for their achievements in business and 
industry. We will assist you in completing your degree requirements 
without formal cíasses or seminars at your own pace and time, 


Send detailed résumé on work life and academic experience for a no 


PACIFIC WESTERN UNIVERSITY 


ia 90049— 137—USA 


, Catitorn 
siex: : 182315 Fax: 213471-6456 


INTERNATIONAL 
. JUNIOR CAMP 


Gstaad-Bernese Alps 
Co-ed 6-14, July-August 


| High standard, sports activities, language courses, excursions, mountain hikes, 


Folder and references: ITC, PO Box 122, CH-1012 Lausanne, phone: 056 22 67 78 
Fax: 41/56-226-775 


" Adianced Studies 
ational Economic Policy Research 
SE Angust 1989-31 May 1990 


|} @ compact, up-to-date information on the most important areas of 
-<. Ginternational economic relations through concentrated courses 
given by internationally renowned university professors and 
‘through seminars given by leading representatives of internation- 
al organisations, domestic policy institutions and international 


x e profound training of skills pertinent to international economic 
analysis, methods of empirical research, sophisticated informa- 
tion-gathering, the evaluation of economic policies and interna- 


r e designed for economists holding a university degree who are 
interested in a career in international business, governmental 
. and intergavorrumental organisations, academic institutions etc. 


Lecturers: 
Michael Mussa (Chicago) 
Rudiger Dornbusch (M.LT.) 

and Roland Vaubel (Mannheim) 
David Folkerts-Landau (Washington) 
Peter Neary (Dublin) 


Deepak Lal (London) 
Stefan Tangermann (Gottingen) 
Gerd Hansen (Kiel) 


Bruno S. Frey (Zürich) 
Laurent L. Jaeque ee) 





Se tii E e m mid Meme qum 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 


Méér Heb a e AA PR. AAN. AAAA, UMANE OA. “ONIN A AMRIMAIR 

















































Business > 


Century ES, 
4 me , for no-cost Evaluation + Catalog. 
AMAÁAEH . (213) 645 
SIT. mi] m P uS. Dept 34, Los Angeles, Ci 





One-on-one 





UNIVERSITY OF READING 
Residential Course in 


College Credit for Work RIS nes 
g - | mer 





No classes * seminars » "residency. 











FACILITIES MANAGEMENT 


- April 3-7 1989 


Management eee at the University of Reading have designed a one-week 


course to meet the professional training needs of facilities managers. 


A team of expert speakers from professional practice, industry and the University 


will cover a wide range of facilities management topics including: 


* financial planning * life doe costi 
* strategic appraisal - . * building evaluation 
* space planning * information technology 
* risk management — * energy management 
* environmental quality * effective communications 

For further details, bookings and application form contact: 

Mrs M, V. Carr 
Course Logistics | 
Centre for Strategic Studies in Construction 
University of Reading. 
| Whiteknights 

| Reading RG6 2BU — 

Tei: 0734 318191 Fax: 0734 313856 Telex: 847814 







pue 
z 

PADS NUR PO. 
vs S VM ros] 





i | eg 








MANAGEME 


PART-TIME 
EXECUTIVE 
MBA 


managers in the age range mid 20s 
to early. 40s,. this three-year 
programme is designed to enhance 
the managerial ability of those 
expecting to enter or newly 
appointed to, senior management 
positions. The. proor eranc begins 
with the normal functional emphasis 
of most MBA courses but then 
offers the opportunity to specialise 
in one of five areas- Management 
of innovation, Management of New 
Ventures, Management Science, 
Project Management and Finance. 


The programme is taught over three 
residential weeks and 14 separate 
days (alternate Fridays during term- 
time) for each of the three years. 


Course Director, Arthur Francis, .at 


Colle e iG Te Prince's Gate, London 


01-589 5111 ext. 7027 
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The imperial § College MBA | 
© Programme, successfully launched: 
S with over 40 students in January #8 
1989, now invites applications for the #33 
1990 intake. Aimed at practising & 


= For more. information contact the | 


The Management. School Imperial : 
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Hotel 
Institute 
for 

Management 

Montreux Switzerland =| 
"^. HOTEL MANAGEMENT, TOURISM 
mE DIPLOMAS IN ENGLISH . 
@ Hotel Courses: 2, 3 year Swiss and US Diploma. 
| Tourism Course: 1 year Swiss and International Diploma. 
| Intakes: January, September. 


* 
4+ 
inant? 







+. » 
Wreath 















ZEE Details: 
 ., HIM, Avenue des Alpes 15, CH-1820 Montreux, Switzerland. 
. Thx: 453261 HIM. Phone: 01041/21/9637404. Fax: 01041/21/9638016 




















We offer audio cassette courses 
. for beginners, intermediate and 
Hah mamam or merae your AA 
















maintain or improve your 

foreun language skills. 
Our range of over 130: 

courses imany developed for the LISA State 


* 


TO SPEAK FRENCH 






E Dept. ] in more than 40 languages ingude. 
TOTAL NATURAL IMMERSION Arabic Bulgarian Chinese Dutch 
rench ungarian — italian ausa 
with French participants for 7 German Portuguese Spanish Thai 


intensive days in the DORDOGNE Korean Vietnamese Turkish Urdu 


and many, many, more. 


Chateau LA VALOUZE We also offer many other hetptul matenals, so 
. why not. write or telephone for your FREE ; 
J. L. Lefevre CIEL.BP.180 CATALOGUE to get full detais? 
l A: aan aa Suie N30, 
24490 LA ROCHE CHALAIS, France BUDICFEORUm 3! Kensington 
THE LANGUAGE SOURCE arch Street, 
Tel: 5391 44 28 | iO ave fonum 36 Broad St Ouna London WE ALL 


CT ABAI Q8A)1202-453.0794; — (Tel 01-937 1647) 








BUSINESS OPPORTUNITIES — — &«— 





Eleven offices worldwide, well-developed integrated inter- 
] national network; 100 professionals; founded in mid- 
| 1960s. Our London office seeks senior professionals (indi- 
| viduals or small group) with existing, well-established 
. British client base in areas of strategy, organisation and 
marketing, who are interested in belonging to an interna- 
tional strategy consultancy. Drive and entrepreneurial qual- 
ities are vital. You will participate in developing our UK 
client base and we will provide the international resources. 








ite, in confidence, to Box No 3639, The Economist, 25 
ames's Street, London SW1A 1HG. 




















FIRST POSITION. Young man, public 
School educated, MSc in Economics, 
seeks challenging and responsible ap- 
pointment. Own computer. TSP, Datafit 
experience. Can also speak German. 
All replies acknowledged. Reply Box 
3640, The Economist, 25 St James's 
Street, London SWIA THG. — 





SHIRTS MADE 
TO MEASURE 


Discerningly tailored to choice of 
Style from a selection of the finest 
fabrics. Specialists for over 60 years 
in superb Sea island cotton and 
luxurious silks etc. 

Free sample fabrics and details from 


SEYMOUR SHIRTS 
Free Post, Dept 29, 
Bradford BD1 1BR 














A small family owned hotel in Knights- | 
bridge which has been totally remodelled | 
and rehurnished to a high standard, 
| Suites £95 Doubles £80 Singles £65 inci | 
VAT & SC. 

"A comfortable, spotiessiy kept little hotel | 
in the heart of Knightsbridge —Egon 
Ronay. i 


For reservations telephone 01-584 
6274, or write to 159 Knightsbridge, 
London SW1X 7PD, fax 01- 








CLABON MEWS, SW1 
| For sale with UK Bank Guarantee, fine reno- 
vated property, recently restored by American 
owner. Two bedrooms, two bathrooms, dou- 
ble reception. garage. Lease 36 years. 
| Price £430,000. Subject to Contract. | 
The purchaser will receive the sum of 
US$250 000 on expiration of the lease by way 
of a UK bank guarantee. The property during 
this period of time may be sold with the 
purchaser still retaining the benefit of this 
sum in later years. 
| Allenquiries to: David Simpson & Co 
Surveyors, Valuers & 
Property Consultants, 
23 Bentinck Street, 
London W1M SRL. 
Tet: 01-935 2175. 
















Left hand drive 
un DM 245 GTS, Vii ge 
1976 FERRARI d n BB Borer $35,000 
1980 FERRARI BB 512, US550,000 
1984 ASTON MARTIN Volante 
1971 MASERATI Ghibli Spyder, original, 03352,7590 
1986 LAMBORGHINI Countach Quatirovalvole, US tegal 
1985 ROLLS-ROYCE Corniche convertible, US legal 
1964 ROLLS-ROYCE Silver Cloud tll convertible 

by K. J. Mulliner, US$59,000 
The above cars have all remarkably low kilametros. 
Having been exposed to the Middle East weather 
they af need some restoration. Please ask tor | 
















] same source available, 


RUD 1972 FERRARI 248 GT, excellent, 28, 400 miles 
RHO 1972 FERRARI Daytona, excellent, 47,600 miles 


US DELIVERY. LHO 1989 FERRARI 228 GTS 
New car, no miles, USS52, 956 landed in the USA 
FINE CARS INC 
14-16 Place Cornavin CH-1201 

Geneva, Switzerland 
(41-22) 733 18 35 Fax (41-22) 32 75 87 
Export and shipping arranged promptly 











E ers. Equipment Assembly Facil 







KNIGHTSBRIDGE || 












25 1635. | || 7269. Fax: (301 















B the Rhine Valley, etc. From SFe 10'000 = 60% credit 















individual report. Other interesting cars from the | | 






















CARIBBEAN UPDA 


Twenty-our gage monthly newsietier, SOEs p 
ic/business news. from the Caribbean & Central Ame 
Ca. Reliable. incisive, Unique. Read by corporate a 
| Government executives, iournaslists, schntars. 









per year (860 for academics! ii 
Free sample? Write: Kal Wagenheim, Ed 
CU, 52 Maple Ave, Dept E, & 

| NJ07040 USA. Telephone 201-782 

| 201-762 9585. | mo 




































| Going Company with forty th 























| Railroad, Shears, Presses, Weld 


| ties. Submit Offers: 











rea! estate or opening of American 
branch companies, etc. ALL MATTERS 
| HANDLED BY A LICENSED US ATTOR- 
| NEY/PhD ECONOMIST. — I 
Contact Edward P. Gallagher, Attor- i- 
ney-at-Law; PO Box 70302, Washing- 
ton, DC 20088 USA. Tei (301) 299- ]- 
) 983-3439. E 




















§ (and neigh Doi iring France) | 

|& Mountain resorts 
Directly from SWISS BUILOERS-DEVELOPERS; you caf 
own a CHALET/APARTMENT in MONTREUX, VIELARS, 

























at 645 interest for 5-20 years, eve 


REVAC S.A. _ 
Bh ter er dogs ts ea rac aetna Ow 














ment meetings 


I| Magnificent 54 acre estate with view 


over unbroken Cotswold countrysid: 


Ei Combine the traditional koury of a 


| medieval manor house with the 
|| highest standards of hotel keeping. 
| Fine cuisine, impressive cellar, loq 
| fires, 4-poster beds. 
For colour brochure: 
Charingworth Manor, 
Nr Chipping Campden, 
Gloucestershire GL55 GNS., 
Tek (038 6723) 555 
Telex: 333444 CHARN 


Best New Hoi in 


M eme temer ieri a ptatem dan cn teta 
























n the matter of the 
nsolvency Act 1986 _ 
and in the matter of 


1986 that on 15 February 1989 | was 
appointed Liquidator of the above 
named company, which is in Creditors' 
Voluntary Winding Up, by the company 
_ and by the Creditors of the company. 
Creditors of the company who have not 


already done so should submit their 
Claims in writing to me at the following 


STC LIMITED (IN LIQUIDATION) 


egistered Office: 33/34. Chancery 
Lane, London WC2A 1EW | 


rincipal Trading Address: 5/9 Hatton andress: 

Nali, London EC1 ..—— Touche Ross & Co, 33/34 Chancery 
n ipany Number: 1 796907 Lane, London WC2A 1EW. 
TICE 1S HEREBY GIVEN, pursuant CHRISTOPHER MORRIS 





Rule. 106 ot the Fever Rules Liquidator 


"M 
AND SON 


/ The Partners of Beaumont and Son would like to announce 
the opening of their Latin American office in Rio de 
Janeiro, Brazil. Our representative is David N. Clark. - 
Clients wishing to contact David Clark may do so either via 
the London office, or directly in Rio de Janeiro at Rua 
Anfilofio De Carvalho 29, 5 Andar-Grupo 518, Rio de 
Janeiro 20030, Brazil; telephone number 21 220 9263, 
< telex 2131491 HCAB, facsimile 21 552 2423. 


BEAUMONT AND SON SOLICITORS 
Lloyds Chambers, 1 Portsoken Street, 
London E1 8AW 
Tel: 01-481 3100 Fax: 01-481 3353 






































. THE THIRD ANNUAL AMEX BANK REVIEW AWARDS 


IN MEMORY OF ROBERT MARIOLIN 
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Sense into 
dollars. 


. This year your best 5,000 words on any 
subject in international economics of 
current relevance to financial markets - 
could win you US $25,000, or one of 

/.-. 10 other significant prizes. 


-All entries must be submitted no later 
DUET than ] lune 30, 1989. For details and an 
 . entry form call 01-583-6666, or write to 

" ^ The Editors, 1 he AMEX Bank Review, 
Ot ) Buckingham Palace Road, London 
IW ORR, UK. 
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COMING TO PA ARIS? - Fe 
Stay in a furnished fiat. Ones inv (ODE. É in 
plus bathroom and kitchen. Weekly or | * 

monthly rates. Left Bank, ee ui 


Tol mane M | p addis 
Telephone Paris 43253509, Fax Pu 

des Ursul nes. PAA Housing, 9. 
Rue des Ursulines, 75005 Faris. 
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jos f arg SA Ho E OVERSEAS POSITIONS. Hundreds ob 
Londen: B Comenta: ff top-paying sitions. All occupations. 









01-997 6697. PIA) 522 0700. 






- ee s deis Overseas Employment 
ices, Dept EC, PO Box 460, Town 





BOT.. 


Sarah Hodge Recruitment Consultants 


Need a Top Secretary? | 


i Call (013434-0030 i 
21 5- xd Oxtord St Mon WIR 1AH i 


.* 

South Kensington 
Luxury fully furnished ane and two bed flats in 
quiet cul-de-sac off Queens Gate. Resident manag 
er, direct dial telephones, video security and | 
colour TV, Weekly rates froma £266 to £560 plus ] 
VAT, 
Full details: Office tel 01-982 8151, Office faxot- | 
900 1353. Office telex 893095. Resident manager | 
01-225 0184, fax 01-225 0280. 












YOUR STAY IN LONDON. 


| Take a furnished, self-contained service 










lou M central grece elevator. 
j San spas nca 























Te 01504 em. Telex 295441 (Ret KSF KSF) 







| "IMMIGRATION —CANAD/ TS 
of C a 
rapier 5 largan! iblosariei i houses. offers bank or first. mortgage 


We are ee in the field of Wero in an Confidentiality is 







Lévesque, Becubien Inc. 
C/O Mr Lais aoc MS FS Neal, Montreal Canada 18 DR 











German-American high perta ‘Strate ist boncsiled tourism ae 
projects and existing operations; propert management; cashflow .- 2 
improvements; value enhancement; crisis management; food & beverage | 


thematics;: available worldwide: ona fee basis. | 





P.O. Box 2885, Palm Beach. rers USA. FÁX d ransesiesions 11 p.ri.-Ba.m. E.S.T. 
1-407-833-5917, TELEX 4938592 MBIPBCH. TEL. 1-407-833-3917. 


The 
Economisti REPRINT SERVICE 
E Can The Economist Promote You? 
We c can help i in a promotional campaign for your- 
Company or Organisation with top quality reprints 
of articles from The Economist (minimum quantity 


100 copies). 


For further information please contact : 
Rights Department The Economist 
40 Duke Street London WIA IDW 


Tel: 01-499 2278 Fax: 01-495 8167. Telex: 91 ) 




























'UT, DEMAND AND JOBS Japan's industrial production climbed 9.4% in the year to January. 
he 12 months to December, Canada's industrial output grew by 2.7% and Holland's by 0.9%, | Cotton prices rallied to 60 
It Sweden's fell 1.1%. In the year to November, Italy's industrial output rose 6.0%. America's | 5e» = cents a pound in New York 
retail sales grew by 4.1% in the 12 months to January; in the year to December Canada's rose | on news that Pakistai süsi 

2.5%. in the year to November, retail sales grew by 7.5% in Japan and by 2.3% in both Sweden ports to avoid dome 
and Switzerland. In January France's jobless rate was 10,2%. is likely to prod 


% change at annual rate this season, of w 
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industrial production GNP/GDP retail sales [volume] unemployment % rate | Needed by loca 
3mthst tyear  3mthst 1year  3mthst — 1year latest — yearago | Ments already to 
3133 442 w 6-12 $29 m Oiz  - 10a 70; 7a | Mours that China 
+38 +95 m na Xm 3 —B3i 4 936 5 108 x^ 126 United States als 
Can — 07 +27 mw 426 +400 464 425850 76. Bo” | China's cotton oi 
ance — —04 + 49 ww + 31 30m 3! 03 142 102 | its 1984 peak, 
W. Germany + 14 — + 42 we +08 + 27 a +12 +09 ow 80 m t 8.8 textile mills take 
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PRICES AND WAGES West Germany's consumer prices rose 2.6% in the year to February (the | Food — — 

same as in the year to January); its wholesale prices climbed 2.9% in the year to January (up from | industrial 

2.0% in the year to December). In January, the 12-month rate of consumer-price inflation was 
3.3% in France and 6.6% in Sweden. Wholesale prices increased by 2.9% in Canada in the year to 
January and by 6.9% in Australia in the year to November. 

% change at annual rate 


consumer prices* wholesale prices* .  wages/earningst 
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"y wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly "T Provisional $+ Non-tood agrcsiturals ~ ET Re ae 
gs; UR, monthly earnings for all employees. - "T 


( EUROPE Since 1986 not one 








Eastern Eu 





^i European economy has managed to 
hit the growth targets of its five-year plan. In 






| 1988 reported growth rates rose in Bulgaria, 
| Czechoslovakia and Russia, but fell in East 
.. Germany and Hungary. For the second year 
running: Bulgaria says it was the fastest- 
.. growing of the countries in the chart. Rus- 
Sia's economic output recovered in 1988 
after a sluggish performance the previous 
< year, when the introduction of strict new 
-> quality-controls limited industrial production. 
The OECD's economists think that Eastern 
Europe's heavy investment in capital goods 
in 1988 must mean that fewer consumer 
- goods were produced, and that they were of 
lower quality. They also warn that, thanks to 
eported inflation, eastern-bloc growth 
S are exaggerated. 


















































OPEC The combined visible-trade surp 
‘of the 13 members of the Organisation of 
leum Exporting Countries slid from 
billion in 1981 to an estimated $24 
illion in 1988. Blame the halving of oil 
prices in 1986. Low-absorbing oil exporters 
those with small populations in relation to 
‘their oil revenues, such as Kuwait and Saudi 
rabia) saw their trade surplus fall from 
12. billion in 1981 to $11 billion last year. 
hese countries suffered big falls in oil 
tput as well as lower prices in the mid- 
980s. High absorbers (such as iran and 
lonesia, with large populations relative to 
evenues) had a visible surplus of around 
billion in 1988, which was nearly as big 
981's $15 billion. But they have a bigger 
rrent-account deficit than the low absorb- 
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TRADE, EXCHANGE RATES AND RESERVES Britain's visible-trade deficit rose to £2.1 billion ($3.7 billion) in January; 
increased to a record £21.3 billion ($37.6 billion), and its | ($98 7 
trade deficit rose to $5.8 billion in January, and Australia 
terms the dollar and yen hard 
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^ —185.1 667 
tAustralia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cit/tob. t4 Bank of England index 1985 
~ Registered as a Newspaper, Produced by The Economist Newspaper Ltd., London, England, and printed in Singap 














"WORLD BOURSES It was a dismal week for the world's bourses: Johannesburg (up a 
miserable 0.1%) and Sydney (up 0.3%) moved ahead; Tokyo marked tim Wall Street fell 2.9%, 
London 2.8% and Frankfurt 1.9%, thanks to fears of higher interest rates. — 
Mi ine adea 

Feb 28 
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% rise on year ago Money market 
Narrow Broadt Overnight 3 months 
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Durum. Japan M2 plus CDs. 






; its 12-month trade deficit 
12-month current-account deficit climbed to £15.2 billion. on). France's 12-month 

's increased to $1.9 billion. Italy's trade deficit rose to $10.0 billion in the year to November. 
ly budged this week; sterling lost 1.1%, and the D-mark gained 0.5%. s: 
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82nd NORTH-WEST-GERMAN STATE-LOTTERY, WEST GERMANY 
82. STAATLICHE NORDWESTDEUTSCHE KLASSENLOTTERIE 


EXE oce xS 





It's easy to participate: 


@ Please send us the order coupon - or if missing - a 
letter. 


@ Attach payment for the tickets you want, using either 
cash by registered airmail-postage, international postal 
order, personal cheque, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket after 
receipt of the invoice. 


@ We send you the tickets, further information and the of- 
ficial draw schedule. After each class you receive the of- 
Now: each and every Friday ficial winning list as well as your ticket for the next class. 


a million to win... @ Within days you will be notified each time you win. Your 
prize-money will be transferred by cheque to any place 

you wish to. The prize-money is paid to you free of Ger- , 
man Tax and the whole amount will be paid without any 
deductions. You remain absolutely anonymous. 








This extraordinary chance and others are offered 
to you by the state-controlled NORTH-WEST-GERMAN STA- 
TE-LOTTERY. Extraordinary! More than every 3rd ticket-num- 
ber wins guaranteed within the period of the lottery. Total win- sia : 
nings for the 82nd lottery will amount to about 241 million DM. 9 ew ers ee fast, reliable and confidential service 
The Super-Jackpot by itself amounts to 32 million DM. haad adis 

This is why it is interesting for you to join 
the lottery: 241 million DM prize money 


2 x 3 million DM as maximum prize-money 
2 x 2 million DM 


The maximum Super-Jackpot 


alone comes to 2 x 3 million DM. 





The prize-money is paid in DM, one of the strongest cur- aby | oe DM 

rencies in the world. The lottery runs over a period of 26 mem M . 

weeks. One drawing every week. That means 26 draws and 279.999 x prizes up to 500.000 DM 

26 chances in total to become a millionaire! The prize money Only 700.000 tickets from the basis of the lottery. Out of these tickets 

increases from draw, to draw. All draws are supervised by 280.025 numbers win in the course of the lottery: So, we can guar- 
'ate auditors. antee winnings for more than every 3rd ticket-number! 









The 82nd NORTH-WEST-GERMAN STATE-LOTTERY runs from March 31st to September 22nd, 1989 


me Mail to: Walther Ruge * Heidenkampsweg 32 * D-2000 Hamburg 1* West-Germany 






22nd, 1989 






























| Mail to: Walther Ruge ‘Heidenkompiweg 32-D 2000 Hamburg | - West Germany | Win 10096 with a 1/1 ticket, or 5096 with a 1/2 ticket or 2596 with a 1/4 ticket. Don't 
ES =F forget: either way, every 3rd ticket number wins guaranteed! Try your luck! 

Please write in German C English © Mr. Mrs. © Miss $08 : 

S | Please fill in the number of tickets you want to order 

Clear letter-printing please with this coupon 

First name Ch tt 1 1 41 1 1 Jj * The quoted US $ or € equivalents ore only a rough estimote 

Surnome if An a 1 For exact exchonge rates please osk your bonk 

Street oe SSS le S E o a a L4 L3... 1/1 ticket | DM 741,- (approx 430,- US $ or 240,- £)* 

P.O.B. inb ALL AL A LAE 11 t. f = F a T 

















1/2 ticket | DM 381,- (approx 222,- US $ or 124,- £)* 


S áá— 


1/4 ficket 





City SE Se SS A1 AE LA EL Aca s dA i. 1 
Dum. LIJILA.LIIA LL 3415324 43 43 054 06 vy 


DM 201,- (approx 117,- US$or 66,- £)" 
"— " "Y ME CIE CSRMMMICAN EXPRESS LI EUROCARD [VISA * Payments through personal cheque in DM, £, or US $ will be accepted 
or through a bank draft, American Express, Diners Card, Eurocard, 


























aaa | — — JENSEN Access, Master Card or Visa. 
Acct. No. AS SS SS) SS Se eS ee SS ee ee ee A) Your prize money will be transferred confidentially by cheque to any 
ere LIIS a [1441345 (1: adress orbankin any part of the world. All prices are for all 6 closses 
Signature E E3SS on Be a including air mail postage and winning list after each class i 


Valid only where legal! 
Valid only where legal Not available to residents of Singapore 


etre eo 


—200 
—220 
S. 


hoe 





Little wonder our cars 
are exciting to drive. 


A Saab Turbo's sheer power shrinks 
the mile age and stretches the 
imagination. 
m . r . 
These front-wheel drive cars ef. 
tortlessly swee p the curves, flatten 


the hills and calmly move the needle 


the speedometer. This renowned 

rlormance not onlv makes driving 
more ple ‘asurable. it also makes it 
safer. 


The 16-valve turboc harged engine 


with APC e ngine manage me nt, 
intercooler d Saab Dire ct Ignition 
system* develops an impressive 273 
Nm torque. This enables you to 
surge past trathe and acce le ‘rate out 
of trouble without havi ing to shift 
dow n. 
Ac cording to a test conducted by 

Ge rmany 's Auto, Motor und Sport, 

Saab’s e ngine provides the best 

Sth- gear 60—120 km/h performance 
in its class. 


*Our unique Saab Direct Ignition system is fitted on 
the Saab 90€ 0 CD and Saab 9000 Turbo 16 on some 
markets 





A Saab Turbo is distinguished as 
much for its handling characteristics 
as for its sheer powe r. 

And for its driv ing comfort 
systems. All instruments and 
controls are in vour natural field of 
vision and reach: it's the type of 
ergonomics we built into our super- 
sonic aircralt. 

The firm chassis and lar ge, well- 
appointed interior makes a Saks 
Turbo as pleasurable to travel in as it 
is to drive. 

Our long distance cruisers combine 
power, panac he and practicality. 

With the type of individuality and 
man-machine interaction that fires the 
imagination. And makes driving 
exciting. 

Excitement that vou can sample for 
vourself by test drivi ing the Saab Turbo 
of vour choice at your nearest Saab 
deale ship. 



























[Ks not SUrprisiNg 
Sari Paci Gc Jakarta has Shuck many 
hearts. Foreign and local alike. 
Especially wth warm atkentive Service in 

Such a Friendly atmosphere. 
Holidaymaters and business guests fin 
rol fo forget Our cosy informal style. 
Even our local friends can’t resist us. 
[ts just ke home here. 
So when youve a good mind fo visit eg. a 
a£arfa, think of Sari Pacifc. 
You’! fall in leve with the hotel with heart. 


























HOTEL d 


JALAN M.H. THAMRIN, P.O. BOX 3138, JAKARTA 10340, INDONESIA. 
TEL: (21) 323-707, TELEX: 44514 SARIPA IA, FAX: (21) 323-650 





Tokyo (03) 214-3001 Osaka (06) 227-1347 Hong Kong (3) 891-5720 Singapore (65) 339-4688 London 
662-3225 USA (Nation-wide) (800) 663-1515. Golden Tulip International — British Airways Associate Hotels 


Lufthansa Hotel Reservation System. 43 PAN PACIFIC HOTELS An Ocean af Hospitality 
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Although our captains are all “million-milers”, they still insist on continuous training with the wo 
be studied, practiced and mastered. It’s part of our relentless determination to be the.best. And 


HIGH TECHNOLOGY : KOREAN COMMITMENI. 








st advanced flight simulators. Inside, every conceivable flying condition is precisely recreated to 
son why we're known around the world as the airline with the dedication that could only be Korean. 





AIR 


[HE SPIRIT OF KOREA IS IN THE AIR 


noy International Parcels And Documents UPS 
Is As Good As Taking Them There Yourself 





One By One 


Pocos can deliver parcels. But at LIPS we bring a unique dedication to this task 
Because while we are usually the most economical, one thing 
that really matters to us is our reputation for being the most trusted 
A trust shared by every one of the Fortune US 500 
We have earned this reputation by performing our simple task with a passion 
By recognising that in our business success is measured 
one delivery at a time 
The UPS network now extends throughout Europe 
the Pacific, Australia and North America v 
However, even including 600 million addresses in China 
we cannot claim to be the best known international delivery service. Yet 
But whatever happens, the strength of LIPS will always be our service 


Not our size 


LK 


United Parcel Service 


As sure as taking it there yourself 


For further information call Australia: Rohlig Australia Pry Ltd * Tel. 662-4099 Brunei: Jayapuri (B) Sdn. Bhd * Tel (673-2) 20119/23664 China, People's Republic of: China National 
Foreign Trade Transportation Corp * Tel 831-2928, 831-3181 Hong Kong: UPS* Tel 3-345402 Indonesia PT Global Putra Indonesia* Tel 351424-3805702-343946-356314 Japan: UPS 


Yamato Express Service Co , Led * Tel. Ichikawa (0473) 27-6121 Korea: Korea Ltd. Airfreight* Tel (02) 693-4419, (02; 690-2488 Macau: United Parcel Service * Tel. 3.345402 Malaysia 
United Parcel Service * Tel 03-255-2566 New Zealand: FLI CARGO (N Z ) Ltd * Tel (09) 275-4009 Papua New Guinea: RLC Robert Laurie Co Pty Ltd * lel 675 251511 Philippines 
DelBros, Inc * Tel 472241 Singapore: UPS * Tel 289-1111 Taiwan: LIPS * Tel. 7170580 Thailand: LIPS * Tel. 511-4881 


® Trademark and service mark of United Parcel Service of Amenca, Inc. of USA 
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| law in Tibet 
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| AMERICAN SURVEY 

35 Bush's bumbling beginning 
.36 The congressional testimony treadmill 
36 Strike at Eastern Airlines 

4l The great Ámerican weatherman 

41 A new television censor | 

42 Outsmarting highway speeders 

42. Two battles over the flag 

44 The tragedy of child abuse 


44 Scotch and the new anti-materialism 


INTERNATIONAL 
. 45 ]slam's arrow of death 
<: 46 Saving the Amazon 
-. 47. Ozone and the poor 
| 41 Venezuela recovers 
48 Mexico and the drugs trade 
48 South Africa: Botha v de Klerk 
50 Black consumer power 
sf) Canada: Broadbent's farewell 











` 54 Swiss teria : 
54 Hungary's Peto Institute 

-..54- EFTA sidles up to the EEC - 

..56 Poland’s round-table talks 

56: Polish rreperi in West Berlin 









: 57. How Thatcher turned green 

< 98 -A plan for CFCs - 

7:58 University College Londoni in trouble 
. 61 Why trains crash 

62 Taxing alcohol 

Local radio’s golden years 

Reviving inner cities 
nhe hy women 
don's underground. 
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Must it happen? 

Gorbachev in trouble, page. 1. 
Can he stay in power, and his 
forms in place?, page 52. The im 
E of agriculture, page 51 
and of learning from past mis 
takes, pages 87-88. Brzezinski’ 8: 
view, page 33. | 








BUSINESS, FINANCE AND SCIENCE - 


THIRD-WORLD TOURISM 
21 Visitors are good for you 










Dragons meet 
Taiwan turns to Singapore, and 
beyond, page 28. 


65 BUSINESS THIS WEEK 






BUSINESS | 

67 Fear and greed in the entertainment business | 
68 Entertainment's one growth market Bumbler Bush © 

69 Economics focus: Measuring fiscal policy He lacks more than just an - 
70 Recruit, the company behind the scandal | || agenda, page 16. Halfway — 
70 Cod as corporate biography || through the first hundred days, 
7l Tying Europe together by train page 35. 
72 ELECTRICAL BRIEF; Computers 
























HANSON'S FUTURE 
11 The conglomerate as antique dealer 


FINANCE 
81 London drowns in a sea of settlement paper 
82 Why Britain's pre-emption rights should go 
83 Market focus: How stockmarkets move together 
84 The Fed's barmy bailout of thrifts 
84 Insider trading outlawed in West Germany 





86 Japan's NTT on the Recruit hook 








SCHOOLS BRIEF 
87 Russia's last chance 


SCIENCE AND TECHNOLOGY 
89 Limiting the greenhouse damage 
90 Lollipop drugs —— 
92 The improbability of man 






Spain's way 


Getting tougher on the econ- 
omy, freér on politics. As surv 
after page 56. 


ECONOMIC AND FINANCIAL INDICATORS | 





terest rates, trade and currencies, plus a closer 
look at labour costs and exports 










BOOKS AND ARTS | Ozone's friend — 
93 Is communism dead? | Margaret Thatcher, page 57. 
94 Roy Jenkins, reluctant European | Who'll pay the poor not to use ; 
94 Paul Robeson, star and pariah CFCs!, page 47. The latest on the 
95 Egypt, Rushdie and the imams greenhouse effect, page 89. Nuts, 
95 Ilya Kabakov's view of glasnost says Brazil, page 46. | 
96 What Luciano Berio does for modern music 
96 The price of pots Japan's Recruits 
Takeshita's troubles, page 28, 
The company behind the scan- 
dal, page 70, NTT’s falling share 
| price, page iu 


LETTERS 
6 Letters on road pricing, bicycles, unemployment 
in dinis Playboy 





iR 























































18th) (cas of commu- 
n Today open access to the 
is every man's birthright. 
advocate nationalisation 
hour compensation, bureau- 
tic price fixing, subsidies and 
intless taxation, 
- A more liberal anprosch to ra- 
oning would be for the govern- 
:ent to distribute access vouch- 
rs or sell them on the open 
arket. The government would 
only have to evaluate the capac- 
y of its road system (an engi- 
eering decision) and establish 
ye supply of vouchers accord- 
. The market would make 
economic decision of price. 
owing drivers to draw a rent 
om the road system, by selling 
ir right of access, is most hap- 
in accord with the present 
a popularising 





'"NicoLo TORRE 


| ograrilations on your 
support for road pricing. Two 
“points: 3 
A. Though one argument against 
harging for ‘the use of new 
evelopments is that it might 
ead to under-use of ‘resources, 
oad pricing is inherently suit- 
ble for existing congested 
oads. The charge could be tai- 
ed to the desired capacity of a 
articular road at any given 





hedral cities, where new con- 
truction is not. possible, would 


esent un n, 
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be suitable for experiments. 


2. Would any government take 


the initiative unless road pricing 


were explicitly linked to im- 
proved public transport? 

The right combination of pol- 
icies could lead not only to eco- 
nomic and environmental bene- 
fits, but to a distribution of costs 
which voters would perceive to 
be fairer than the present free- 
for-all in which affluent motor- 
ists reduce the effectiveness of 
the public transport on which 


. others depend. 


Cambridge 


David KEATE 


Si — What you are saying is that 
the right of the better-off to use 
uncongested roads is more im- 
portant than the right of the less 
well-off to use congested roads. 

The outcome would be a re- 
distribution of benefits from the 
poor to the rich. Keeping things 
as they are would surely be the 
lesser of two evils. 


Newbury, 
Berkshire Davip GOLBY 
Si&—You have not given 


enough attention to the phe- 
nomena which have made road 
space such a valuable commod- 
ity. As a native San Franciscan, I 
have seen developers crowd the 
city centre with monolithic of- 
fice towers in an attempt to ex- 
tract the greatest amount of 
profit per square foot, appar- 
ently under the delusion that the 
already antiquated system of 


“big, open freeways” would be 


able to cope with the flood of 
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city centre out ‘of balance vith a 


present or probable future trans- 


port systems could be seen as an 
act of malicious negligence. 

If money is going to be ex- 
tracted from anyone, it should 


be those who have unnaturally — 


crowded into cities who should 
pay the cost of straightening out 
the traffic-jam disaster. Perhaps 


additional property taxes, based _ 


on the ratio of total square foot- 


age to the square footage of the - 


lot upon which a building ís 
built, could be used to fund the 


replacement of those American . 


public transport systems which 
were dismantled and the im- 
provement of those systems that 
still exist. 

Gothenburg, 


Sweden D. SPAGNOLLY 


er Reinet em 


Sin-—-What do you mean by the 
"green-minded 1980s"? As the 
rain forests burn to a dry brown, 
the deserts irresistibly advance 
with a smothering ochre, and 
city skies darken to a polluted 
grey, why not the yellow-bellied 
1980s? 

Boston, 

Massachusetts | RICHARD WILSON 
"cR MURIS 





A gentleman's bicycle 


StR—You are premature in be- 
moaning the demise of the tradi- 
tional "sit up and beg" bicycle as 
used by prewar Oxbridge under- 
graduates and the citizens of 
China (February 25th). | 
London's yuppies may be 
forced to pay anything from 
£150 for two-wheeled transport, 





but here in the provinces one 


up and beg" (gentleman's cycle) 


for a mere £70. Curiously - 


enough, they are manufactured 


by Raleigh in China. 

Ravenshead, 

Nottinghamshire PETER CLARKE 
t Ó—À——À— Bl 


e in January) by The Economist Newspaper Ltd. es i 
ie mail to Times Printers Sdn, Bhd, Times Jurong, 2 Jurong 3 . 2261. Sul i 
The. omist Newspaper Lid, iepresentatie O Office, 2 Mies Port Road, Singapore 226 26448 





Port Road 


just above 596. This estimate is 


Workers in America. 


its publisher, M 


P A analysis of the UK packaging scene and —.]. 
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may purchase a brand new "sit — | strategy for the 1990s. 





Sir—Yo keep... repeating that 
America’s unemployment rate is 


way off. And The Economist, the 
great bearer. of truth, should 
cnow it, The official unemploy- 
ic does not count the 









-Ìm homeless or anyone else who 
cannot.be reached by telephone 


in America. It does not count 


-those of working age who claim 


not to have sought work for 
more than two weeks (of which 


there are countless numbers in 
“both rural and urban areas). 
And, to add insult to injury, the 


statistic puts part-time work in 
the same. category as fulltime 
work, There are an estimated 
5.3m. involuntary part-time - 





If the American economyg 
running at full employment, WP" 
most believe, perhaps a revised — 
fullemployment rate of around 
996 unemployment would be the 


more truthful figure. 

Madison, " 
Wisconsin ]. COHEN 
Playboy | 


Sir—In your article on Playboy 
(February 11th), you state that — 
s Christie. Hef ; 
ner, wants the magazine “to _ 
evolve into a sort of directory of | 
consumer goods for men." How, | 
pray tell me, is this news? Isn’t 
this what Playboy has. always 
been—a directory of women's 
body parts, measured out ac- 
cording to the latest standards, 
for consumption by men! 
Lestey Rim 

The Coalition va 

New York Trafficking in Women... 
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RECRUITMENT CONSULTANTS GROUP 

4 London Wall Buildings, Landon Wall, London E terfi rw 
ek GI SRO S588 or 07- ĉ5BE SS E 

Telex No. BS7374 Fax No. O1-256 860% 





High profile career appointment: Opportunity for equity participation and scope: » for advancement to Mai 
Board in medium term 


HEAD OF ENVIRONMENTAL 
POLICY 
ONE OF THE TOP TEN GROUPINGS IN THE UK 


| For! this new appointment, applications are invited from graduates, aged 40-4, with well established environmontái | 
„Credentials and a substantial record of relevant exposure and achievement (at least 10 years) at senior level in the 
public sector or industry. Reporting to the Main Board Technical Director, the successful candidate will co- 
ordinate the development or our client's environmental policy with particular emphasis on fossil fuels, and be 
responsible for a budget of about £10 million, spent largely on environmental research. Principal tasks will include 
establishing environmental effects and proposing effective controls, participating in national and international — 
forums, initiating and guiding conservation projects, and developing internal communications and external. 
representations with government bodies and NGOs on key environmental issues. Initial salary negotiable | 
£40,000-£45,000 + performance related bonus, car, contributory pension and free family medical cover. | 
Assistance with removal expenses if necessary. Applications in strict confidence under reference HEP 4657/E to. 
the Managing Director: CJA. 








































` CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS), 3 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M 5PJ. 














SECRETARY TO 


Panair arranha anano enaena 
— . . H 





The Economic and Social Research Council spends research, or a relevant public or private sector body. The 
over £30 million each year on research in universities salary will be in the range £28,170-£31,602, to which Į] 
and other research institutes, on the training of performance payments may be added, subject to annual {| 





à postgraduate students, and on over 20 research centres review. Other conditions will be analogous with the. | 
located in universities or independent institutes Civil Service. 
throughout the UK. | Further details and application forms can be obtained 


The Council is seeking. à successor to the current from the Establishment Officer, ESRC, Cherry | 
Secretary of the Council who retires this year. The Orchard East, Kembrey Park, Swindon SN2 6UQ, Tel: 
~~ Secretary is the Council's senior permanent officer and 0793 513838 ext 275. Applications must be returned to- 
RS deputises for the Chairman as needed. His or her main the ESRC by not later than Friday 14 April, 1989. 

M duties are concerned with the management of council | 
| resources — staff, cash and information. The post © The ESRC is an Equal Opportunities Employer. 
| involves an important contribution to policy making and 
maintaining good relations with government 
| departments and other public bodies. 

. Applicants should have a proven record in the 
management of an organisation in higher education, 
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"CORPORATE STRATEGY 
~ CONSULTING 


... Experienced Consultant 


. Pappas Carter Evans & Koop is Australia's ledding corporate 
+ Strategy consulting firm. We assist the top managers and boards of 
major companies to formulate and execute strategies aimed at 
gaining, exploiting and defending the competitive high ground. 


We are seeking a senior consultant of outstanding ability to 
manage strategy projects from our Sydney office. 


It is a requirement that the applicant has previous experience with 
a leading strategy consulting firm in Europe or North America. 
Ideally, he/she is aged 30-36 with superior qualifications and some 
prior work experience. He/she has a proven track record of 
achievement along with the intellect, energy and interpersonal 
skills to succeed in a vigorous firm. 
Internally the firm combines a highly professional performance 
orientation with an informal and non-hierarchical atmosphere. 
The senior consultant will be given high levels of individual 
responsibility. Remuneration packages reflect the extremely chal- 
lenging nature of the work and are designed to attract the best 
people. | 
If you fit our requirements, please write and include a résumé of 
qualifications and experience to Tom Girgensohn, Director at 

Level 52 MLC Centre Martin Place 

SYDNEY NSW 2000 


-. PAPPAS CARTER EVANS & KOOP 


Melbourne Sydney Auckland London 


K 


Commonwealth Secretariat 
INY (Commonwealth Fund for Technical Co-operation) 


| PROJECT OFFICER (ECONOMIC) M2(P) 
| . TECHNICAL ASSISTANCE GROUP 
Salary: £15,192-£22,332 


, : (Subject to British Income Tax} 

The Technical Assistance Group (TAG) is an in-house consultancy arm of the 
. Commonwealth Fund for Technical Co-operation. The economic work of the 
. Group is concerned primarily with providing advice on macro-economic 
. policy and debt management and investment issues, in particular the fiscal 
and other economic terms for the development of natural resources. 

: The Project Officer will be required to conduct extensive research and 


@ compile background material in support of TAG's technical assistance 


projects. compile surveys and analyse the terms of agreements and tax 
regimes tor the development of natural resources (principally for minerals 


§ and petroleum), review debt indicators and trends and check integrity of debt 


§ data in specific countries, and undertake computer-based project financial 
and economic analysis. There will be a concentration on projects relating to 
mvestment issues. 


: Applicants should be Commonwealth citizens with an economics honours 


E degree, and at least three years post-graduate or relevant work experience. 


M Experience in using micro computers and spread sheet packages is necessary. 
. The job calls for initiative in rescarch and ability to produce reports in clear, 
; concise English. The post involves travelling abroad. 
The appointment is for an initial period of three years. For overseas 
appointees installation and relocation assistance will be provided. A detailed 
§ job description is available on request. 
EB Detailed curriculum vitae quoting ON 10/89 with names and 
addresses of three referees should be sent bv April 18, 1989 to: 
1 Chief Personnel Officer, Commonwealth Secretariat 
Marlborough House, Pall Mail 
London SW1Y SHX 
Telephone 01-839 3411 
AN. EQUAL OPPORTUNITY EMPLOYER 














The Policy and Planning Uniris looking —. 
fora Broadcasting analyst/econommist to — 
work to the BBC's Board of Manage- 
ment. Following the departure of Chris 
Irwin to the World Service, we need 
someone who knows the broadcasting 
industry well in the UK and will provide 
financial and. business input to future 
planning across the whole range of 
BBC activities. 


BROADCASTING 
ANALYST/ECONOMIST 
Policy & Planning Unit 












You will also be expected to develop 
knowledge and contacts in Europe and 
elsewhere and to speak and write on 


behalf of the BBC. The work will involve s il 


regular monitoring of market trends, 
costs and performance as well as special 
ps as they arise. A knowle g of 
wider communications issues would be 
a positive advantage” — - | 
Salary negotiable. Based Central 

London. Moving to the new Corporate 
Headquarters at White City in 1990. 

^. For further. information contact: 
Patricia Hodgson on 01-927 4974 
or Derek Hooper on 01-927 5473. 

. For application form contact 
(quote ref. 6024/EC) BBC Corporate 


cruitment Services, London 








We are an equal | 
opportunities employer WIA IAA. Tel: 01-927 5799. 





UNIVERSITY OF WAIKATO 
Hamilton, New Zealand a 
DEAN OF MANAGEMENT STUDIES 
AND PROFESSORIAL CHAIR 


The University of Waikato seeks a suitabie person to fill the post of Dean of the 
School of Management Studies. This position is the senior academic and adminis- 
trative post within the School, The Dean is responsible to the Vice-Chancellor for 
the overall management of the School's resource and administrative functions. 
Applications are invited from persons who believe they can meet the requirements 
ot the position. The University would also welcome suggestions concerning 
suitable persons who could be approached, zl. 5 Ado 


The School of Management Studies is the largest school within the University. The 
departments within the School are Accounting and Finance, Economics, Manage- 
ment and a further department of MOOR sabia Science and Systems which wili 
established at the beginning of 1990. The School has an establishment of 65 
academic staff including six professors. It currently offers a highly regarded four- 
year undergraduate degree and graduate programmes leading to masters and 
doctoral degrees. In addition, it offers a number of management development 
programmes. in recent years the School has experienced significant growth and 
continues to grow. The successful appointee will have to provide leadership in new 
developments in research, scholarship, graduate education and community in- 
volvement. The successful candidate should have proven leadership experience 
either within a university or in a senior managerial position. Candidates will need 
to demonstrate an ability to develop relations with parties outside the University 
and àn appreciation of the importance of research and scholarship. 

The Deanship is a key position and the University expects to make a senior 
appointment, The salary range for professors in New Zealand is currently 
N2$76,000-N2$95,000 per annum. A special allowance is P 


id to Deans and a 
suitabie package. induding future arrangements for paid study leave, will be 
negotiated with the successful candidate. The appointment to the Deanship will 
be for three years in the first instance and for a further three years at the option of 
the University. Extensions beyond this period. may be negotiated between the 
successful appointee and the University. In addition the position carries with it the 
title and rank of professor which will be a continuing appointment to a chair in one 
of the subjects taught within the School of Management Studies. 


Enquiries about the professional and academic responsibilities of the position may 
be made directly to the Vice-Chancellor of the University, Dr W. G, Malcolm. 


Further information is available from Appointments (36071), Association of 

Commonwealth Universities, 36 Gordon Square, London WCTH OPE, UK, or from 

the Academic Staff Registrar, University of Waikato, Private Bag, Hamilton, New 

rra Fax 064 71 60135. Applications dose on 14 April 1989. The reference is 
3. 


The University welcomes applications from suitable people of any race, creed or 
marital status. 
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‘The Prime Minister of Italy, Ciriaco De Mita, and his 
key ministers will participate in Business Inter- 

national’s second 

Government of Italy. ; 

During the course of this event, business executives 
will have the opportunity to exchange views with minis- 
ters in a frank, off-the-record dialogue, and learn first 
hand about the Italian Government's plans for the com- 
ing years and the European Internal Market Program. 

Italy, now the fifth or sixth largest economy in the 
world, is currently undergoing its second economic | 
miracle. GDP is growing at 4%, the lira is strong, capital | 
is flowing in. But problems remain. Will the government 
be able to control the public sector deficit and curb infla- 
tion? What will be the impact of the government’s pro- 
posed veto power over acquisitions of Italian companies 
by foreign investors? And will Italy succeed in meeting 
the EC directive of full liberalization of capital move- 
ments by June 1990? 

This roundtable will enable executives to establish a 
dialogue, voice their concerns, understand what the i 
decision makers are thinking, and let the Italian Govern- ! 
ment know what international business thinks. 

To register attendance and receive the program, 
please contact: 
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Nora Riboni Elido Fazi Lesley Bryant 
Business International Business International Business International 
12-14 Chemin Rieu Via Isonzo 38 40 Duke Street 
1208 Geneva 00198 Rome London W1A IDW 
Switzerland Italy England 
Tel: 41 22 47 5355 Tel: 396 844 4105 Tel: 01-493 6711 
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As far as the present goes, System 12 from 
Alcatel is already proving its worth. To date, some 
19 million digital lines are either installed in, or 
committed to, 22 countries. More than satisfying 
their differing national specifications. But System 12 possibilities - -§ 
‘is not just there to meet your current needs. Its providi ing them. 
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“Business with 20 Italian 
companies. 

20 locations. 20 different ways 
of looking at problems. 

How many banks 
handle your business?” 













ur — Actually, only one, Lee. 

And for me, it's Credito Italiano. 

— Credito Italiano? Yes, hmm... ] know 

they're big, lots of branches, Henry... but... 

— Nearly 500 to be precise, and what's more important 
is exactly where they are. Geographically speaking, 
they're better distributed than any other single 
Italian bank. 

— Really?... interesting... but what kind of services 
do they offer? Have they got what we need? 

— That's the point, Lee. They're just what we're looking 
for to sort out our business in Italy. 

— O.K., but give me the details. 

— One example... ECO Italy... Electronic Collections 
on Italy. One account in whichever branch is best 
for us and all our business - wherever it comes from- 
is handled through that branch. 

— Using telematics, I hope... we all know what the mail 
is like. 

— Yes. Don't worry, it's fully computerized... 
and another good thing is we can get our up-to-date 
position in Italy, with full details, right here in the 
office, and any time we like. Not bad, eh? 

— O.K. Henry, sounds good, but any chance we can try 
this service out? 

— No problem, Lee. Credito Italiano will give us a free 
demonstration. 

— Great. Why don't we give them a call, then? 

— Er... well... in fact, I already have done. 
They're expecting us tomorrow. 
























Fo Pfwinrh Adwertmene 


Head office: Milan - 2 Piazza Cordusio, 20123 Milan, Italy 
Branches abroad: London - Los Angeles - Madrid 
New York - Tokyo 


Credito Italiano is a member of T.S.A. 
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(X 7 HY are people suddenly so glum about 
A Mikhail — Gorbachev's — chances? 
broad the Gorbachev smile has trans- 
ormed Russia's image from glowering bully, $ 
all big boots and bayonets, to good citizen, tj 
brimming with goodwill and glasnost. At 
home its owner will soon be ceremoniously re- 
onfirmed as Soviet president with more pow- 
; at least on paper, than any of his prede- 
5Ssors. He is also visibly more popular than. 
-they were. Plenty of people think he is secure, 
-despite his troubles (see page 52). But others, 
- both inside and outside Russia, worry that Mr Gorbachev 
may not even last out the year. What is going wrong? 

The truth is that being the communist world's pin-up has 
brought Mr Gorbachev more fame than good fortune. Four 
years into his campaign to make the Soviet Union a modern 

< superpower, he ought to have gathered enough momentum 
for the big push needed to prepare the economy for the 
1990s. He hasn't. He claims that the future of perestroika does 
not hang on the fate of one man. Unfortunately, it does. 

Transforming Russia was never going to be easy. Two gen- 
erations of Stalin-inspired, centrally planned mismanagement 
have cost the Soviet Union dear. Much of the country's in- 

“dustry has yet to reach the technological and competitive 
standards achieved by capitalist economies in the 1950s; two- 
thirds of farms are still served only by unpaved road. But as 
Mr Gorbachev stomps round the country, exhorting his 
~“get-corner audiences to get the perestroika habit, it is be- 
.. ming clear that all this effort is getting him nowhere. 





















After decades of being told that the state will provide, many 
ordinary Russians (if not some of their more business-minded 
comrades in the smaller republics round Russia's rim) expect 
.it to go on doing just that. When Mr Gorbachev rattles on 
, about the need for competition and a market, even a “social- 


ist" one, he meets blank incomprehension. Talk of unem- 
-ployment and higher prices provokes outright hostility. Too 
. many factory managers, given the chance to compete for sup- 
- plies and customers, have scurried for the cover of "state or- 
"ders" that guarantee them raw materials and predictable 
-prices if they do what the men from the ministry tell them. 
The entrepreneurial sparks that glowed briefly at the start of 
the century have long since been snuffed out. 

<- Mr Gorbachev has been hoping that the farmers will step 
o give perestroika its much-needed push. Better storage 
transport could save the third of each harvest that rots 
re it gets to the shops. But Mr Gorbachev’s attempt to 










. lics more control over their own purse strings. The spe 


boost food production by letting fami 
lease land for up to 50 years and farm it the 
selves, thus almost breaking up the old col 
tive farms, has been met with a collective ta 
berry. That is partly because farming. 
are still limited by state quotas and. 
prices. More seriously, as Mrs Taty: 
Zaslavskaya, a Soviet sociologist, has pointe 
out, years of farming-by-decree have v 
out Russia's farming classes. Most of to 
farmers have no interest in the land. | 
That is one instance of how history gc 
perestroika off to a poor start. But politics has got in the wa 
too. Now Mr Gorbachev may have only one weapon left to 
force Russia’s idle classes off their backsides: price refo 
Yet he seems reluctant, or unable, to use it. aa 
In a country where the price of a basic loaf has not 
changed in 30 years, putting up prices is dangerous. With a 
budget deficit equivalent to 10-11% of GNP and enormous 
pent-up demand measured by the 300 billion roubles squir- 
relled away in savings accounts (and another 100 billion or so 
stuffed in mattresses), free prices tomorrow would bring the 
sort of inflation that would make perestroika go pop. Yet 
without freer prices pretty soon, both as a guide to what peo- 
ple want to buy and as an incentive to cut costs, perestroi a 
will simply go phut. A still confidently reforming Mr Gorba- 
chev would be doing the things—cutting the budget deficit, 
forcing competition on reluctant managers; encouragin z 
them to produce more consumer goods, pushing more eco- 
nomic decisions away from the centre—that would mak 
price reform more do-able in five years’ time than it is now 
Setting aside last year’s proposed defence cuts, the q 
est way to balance the government’s books would be to 
food subsidies (which swallow 15-20% of Russia’s budg 
and let loss-making factories go to the wall. But Mr Gor! 
chev has foolishly promised that nobody's standard of livi 
will suffer. His conservative comrades on the Politburo inte 
to hold him to that, even though they know that increasi 
pensions and wages to compensate for higher prices will b 
the budget and fuel already rising inflation. When some o 
newly legalised co-operatives put up their prices, Mr Gor 
chev responded, not by legalising more of them to stir ul: 
competition and bring prices down, but by slapping on : 
fling price controls and by banning some ventures outri 
State factories making consumer goods are to be given spec 
state orders—devised by bureaucrats, not customers, 
A similar fate may have befallen plans to give the repu 
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which promises of economic autonomy led to der 





ets cold feet. New powers fot the republice have been 
d to environmental controls and to setting tax rates for 

ose increasingly unfavoured co-operatives. 
“It is hard to tell whether Mr Gorbachev is in tactical re- 
eat, the better to outflank his conservative opponents, or is 
slowly being defeated. The longer the retreat lasts, the more 
cely defeat looks. Glasnost has encouraged near-revolt in 
e Baltic republics, where the Estonians and Latvians still 
want to rush ahead with reform. It has provoked the begin- 
ngs of a worrying conservative-cum-nationalist backlash 
om the conservative nationals who still have the real clout, 
Russians. Meanwhile, all the talk of reform has given rise 
xpectations of a better life that perestroika cannot deliver. 
r since Mr Gorbachev embarked on his great reforming 
adventure, there has been the risk that a nationalist explosion 


“a wave of strikes might force the sort of crackdown that - 


ould discredit both him and his reforms. That risk is as 
Ng as ever. | m 
Alas, the new gloom about Mr Gorbachev goes further. 
ussia's economic mess may be too deep to scramble out of. 
he sorts of reforms that are needed are unacceptable, if not 
to Mr Gorbachev and his narrow circle of close support- 
hen pacang toa M near-majority in the Com- 








flation as judge and jury 


if British i interest rates are to fall, next Tuesday's budget should be 


tighter than the City i is expecting 
N TIGEL LAWSON'S budget next week may be as much of 


AN a turning point for the Thatcher government as Sir 
Geoffrey Howe's momentous budget of 1981. Sir Geoffrey 
.Staggered his critics by raising taxes in mid-recession, thus 
- leaving no doubt that cutting inflation was his top priority. 
With hindsight, it was the budget that laid the foundations 
for the success that followed. Because of it, the British econ- 
omy is unquestionably far healthier now than it was then— 
id one by-product of that vitality is a public purse brimming 
th surplus revenues. Even so, Mr Lawson's budget judg- 
ment must face the same test as Sir Geoffrey's did eight years 
ago: where does the chancellor stand on inflation? 
- To complicate the test, the present state of demand is un- 


usually uncertain. Last year Mr Lawson erred in letting de- 


mand grow too quickly. Luckily, Britain's economy is rela- 
tively open to international trade; so instead of a jump in the 
underlying rate of inflation, there was a more gentle rise, com- 
bined with a rapid (but less harmful) deterioration in the bal- 
ance of payments. The chancellor responded by repeatedly 
raising short-term interest rates, which are now high enough 
to make any further rise an acute political embarrassment. 
Yet the chancellor cannot be sure how much of an inflation 
- problem he still has. The signals. are mixed. Retail sales fell 
-sharply in January, but earnings are still rising fast. 
^. [fit were not statutorily necessary to have a budget at the 
"end of each financial year, it would be best to postpone this 
year's tax changes until the Treasury had a clearer view of the 
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jority in "He party as a whole. So far the c conservatives’ 
weakness, their lack of alternative ideas for putting Russia 
right, has been Mr Gorbachev’s strength. But the deeper he 
gets into reform, the stiffer the opposition and the greater the 
chance that he will wake up one morning out of a job—or else 
throw up his hands and resign. ; 

What can the West do to help? Not ae To offer Russia 
money, except for a few specific things, will fuel inflation and 
disguise the need for reforms..The part that joint ventures 
and increased trade can play is limited. Russia’s problems are 
largely of its own making, and its solutions must be too. 

And if he fails? Few Russians want to go back to the bad 

old days. But if there were a bust-up over reform, the regime 
that would replace Mr Gorbachev’s would probably be con- 





-servative (ie, anti-glasnost), disciplinarian (ie, anti the best 
parts of perestroika) and much less interested in rejoining the 


world. It would have realised that Russia is a superpower not 
because of its economy (a manifest disaster) or its ideology 
(nobody’ s model these days), but because of its sheer physical 
size and its fragile military strength. This would be a so 
times pugnacious but for the most part grumpily introspective 
Russia. The Russians deserve something better. ene. TR 
just for their sake, that Gorby hangs on. 








economy. In a qualified form the chancellor could do this, by 
announcing a minimum package of changes on March 14th, 
to be followed by more at the time of the autumn statement. 
If, however, he decides next Tuesday to set fiscal p pokey for the 
year, the case for caution is all the stronger. E. | 

What does “caution” mean? Though Britain's tax Systerà | 
is broadly indexed to prices, the tax burden automatically ‘~~ 
creases as time goes on. This is because the tax base is larg. 
earnings and profits, which rise faster than: prices. This auto- 
matic increase in taxes— "real fiscal drag"— means that the 
chancellor needs to cut roughly £5 billion to leave the burden 
of taxes unchanged next year. The City would gae cuts sof 
£2 billion-3 billion as suitably: cautious. 


Tinker, but don't blink 


Mr Lawson would be wise to go further than the City expects, 
and not cut taxes at all. His budget would then be greeted as 
surprisingly prudent, and his tattered reputation as an infla- 
tion fighter (a chancellor's greatest asset) would be restored. 
His reward would be to find it easier henceforth to hold ster- 
ling steady, while letting interest rates fall. Since home-buyers 
are more likely than taxpayers as a whole to vote Tory, such a 
budget could bring political divdends as well. It would not, 
though, eliminate the risk-of a hard landing. No budget can. 
A spuriously precise budget that tried explicitly to guard 
against a hard landing would pray be thes surest ad to 
make one happen. 





















ET 


deride the case for caution as "fiscal 
They are right that a budget which cut taxes by 
2 billion-3 billion would be microeconomically 
. Britain still badly needs to improve incentives for 
tk, especially for people on low incomes. On top of which 
Lis an excellent thing in its own right to leave people more of 
eir incomes to spend for themselves. But an incautious bud- 
would make the financial markets think that sterling's 
ent strength was unsustainable. The chancellor might 
have to choose between even higher interest rates or an 
ionary collapse in the currency—followed, either way, 
hard landing. “Masochists” are actually those people 

























_ The budget should put safety first. If Mr Lawson wants to 
. impress with his cleverness—and he likes nothing better—he 
~ Should apply himself not to elegant accounts of his ever-shift- 









. How to modernise NATO's short-range missiles—and keep West Germans happy | = 


OPING, perhaps, to suffocate the West by kindness, the 
. Russians continue to proffer one arms-control idea after 
another. On February 28th, just before the Warsaw pact sat 
down with NATO in Vienna to talk about cutting conven- 
tional forces in Europe, Mr Viktor Karpov, the Soviet deputy 
foreign minister, made another seemingly reasonable offer to 


the West Germans. He said that the Soviet Union was ready - 
to cut its 1,600 short-range land-based missile launchers to 


the West's present total of 88. The Atlantic alliance is badly 
split on the issue of these short-range missiles, and the Rus- 

- sians are clearly trying to turn split into rupture. 
Until now the Russians have concentrated on their offer 


to ban all land-based missiles with ranges of less than 500 - 


kilometres. France, Britain and the United States are fiercely 
against this. They believe that such a ban, coming on top of 
Mic 1987 treaty that banned similar missiles with ranges of 
.300-5,500 kilometres, would make the European part of 
NATO dangerously dependent on America's long-range weap- 
ons, which the Americans might not be as willing to fire as the 







ones that were based in Europe; thus Western Europe would - 


become "de-linked" from its ultimate security guarantee. 

France, Britain and America therefore want no talks on cut- 
ting the number of short-range missiles, for fear that the pres- 
sure to abandon them altogether would prove irresistible. 









[he awkward middle - 

~The problem is West Germany. Its foreign minister, Mr Hans- 
„Dietrich Genscher, would like to get rid of the short-range 
missiles. He has a large chunk of German opinion behind 
chim, which makes life difficult for the chancellor, Mr Helmut 
. Kohl. Although Mr Kohl agrees with his allies that NATO's 
-aging Lance missiles must be replaced by the mid-1990s, his 
l'overnment is ready to hold talks with the Russians on the 
trange missiles. Some ministers hope that in such talks 














rho do not wish to see such pain piled on their fellow citizens. _ 





_ Will be designed to go with the Multiple Launch Rocket 


ets. The NATO armies in central Europe plan to deploy : 


. with the much longer range of the Lance-replacemen 


rman government could keep NATO from being forced 























ing macroeconomic strategy, but to worthwh 
nomic reforms that will collectively cost th 








ie exchequi 
The Treasury hardly lacks suggestions. One suitable ca 
treatment is savings. Different forms of saving are tax 
completely different ways; this creates big economic d tc 
tions and promotes a savings culture that is more attuned 
exploiting tax breaks than to maximising pre-tax returns. 
other nagging defect in the code is the ludicrous interac 
of national-insurance contributions and income tax at low 
comes. Dealing with these incentive-killing anomalies 
cost £3 billion a year, but this could be recouped by cl 
loopholes. (By itself, the tax break for company cars costs 
exchequer £1 billion a year.) ales 
Let Mr Lawson be clever, by all means. But this budge 
and this chancellor, will be judged by what happens to infl 
tion between now and the next election. | 

















































this course to be unacceptably risky. | BES 
Mr Kohl will not be able to give full satisfaction both to 
West Germany's left-wingers and to his main allies. But it m ay 
be possible to meet NATO's military requirements and sti 
carry the day with most of his voters. Here's how. pi 
_ First, equip all NATO's new missile-launchers to fire th 
Lance replacement. This missile has not yet been built, I 


to get rid of them all. The allies have in the past conside 


tem (MLRS) launcher now being fitted with conventional 


600 of these launchers by the mid-1990s. At a tiny extra cos 
they could all be wired to operate the nuclear missiles. — 
Second, withdraw all nuclear artillery shells from the cer 
tral front. Some NATO generals will wince, but they cc 
manage better without them. Although artillery shells. T 
their uses, their short range—about 18 kilometres—nie: 
that they have to be distributed in stores all along the fron 
they are to be got quickly to a gun near a target. The 950 
that NATO has at present are kept in several dozen storag 
sites, These are expensive to guard; and the control of t 
shells between the time they are removed from the sto 
sites and the time they arrive at the guns near the fro 
presents hair-raising security difficulties. E 
Ifall the new launchers could fire nuclear missiles, a 
dozen warheads stored in only a few sites would be eno 


(over 400 kilometres), each launcher could cover targ 
across a huge part of the front. In place of 608 Lance 
heads and 950 nuclear shells, the Germans would be g 
fewer than 100 new missiles. They should welcome that, 
also the increased deterrence to a conventional attack 
the new missiles would bring. oh me 
Third, offer to negotiate a treaty limiting each side to 
or so short-range missile-launchers, but only after NATO a 
























| an will still- 
short-range systems. di i 
get the Lance replacetrient: at all. Me 
most welcome to start cutting the nur 
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Bush bumbles 


'OVE is fickle, George Bush must be thinking. Barely a 
4 month ago, he could do no wrong; The press greeted his 
very commonplace word or deed with rapture, and even the 
emocratic opposition was cowed into politeness by his 
y calls for bipartisanship. Today the romance is in ruins 
Mr Bush's reputation is crumbling. The complaints: he 
s started too slowly; his team is incompetent; he lacks an 
genda. The particulars: important jobs still unfilled; ethical 
versies involving top officials; a disingenuous Buren 
all, the John Tower fiasco. | 





ional wisdom, although that pendulum seems to swing faster 
nd wider all the time. (In the future, every president will be 
popular for exactly 15 minutes.) But part of Mr Bush's prob- 
lem is the result of who he is and how he got elected. 

The Tower mess is Mr Bush's own fault. It is a nice ques- 
tion whether Mr Tower's amorous relations with defence 
contractors, women and the bottle are objectionable enough 
‘to overcome the Senate's traditional—and proper—defer- 
ence to a president's choice of cabinet members. But defer- 
ence is not an issue in evaluating Mr Bush's selection of Mr 


loseness to the defence industry, he was a bad choice for 
defence secretary. 

© The Tower problem will soon disappear, one way or an- 
ther. Mr Bush's real difficulty is more fundamental: he is not 
re why he wants to be president. Washington pundits now 
ll upon Mr Bush's staff to give him a vision and an agenda, 
ther as the Wizard of Oz gave Dorothy’s friends a brain and 
heart. Many stand patriotically ready to donate their agen- 


n praise of secularism 


"HOUGH tlie weeks go by, the Rushdie affair has lost 
none of its. capacity to surprise. First came astonishment 
the intemperate reaction of Muslims the world over to a 
ork of fiction that few can have read. Now it is time to be 
astonished at the attitude of those who are trying to under- 
stand that first reaction. This is leading some people in the 
est, including many who should know better, to call for the 











missiles down to the planned NATO level of 60 600. 





he president s problem is more fundamental than the lack of an agenda 


Part of this is simply the pendular swing of the conven- 


"Tower in the first place. Because of Mr Tower’s lucrative 


Men of god have an interest in respecting the laws of man, not in burning books 





































das for € Mr Bush’ s immune ester had been shown 
to tolerate any number of conflicting agendas in the past. But 
it is unlikely that a president can succeed with an noe 
agenda, however skilfully implanted. 

Mr Ronald Reagan was no intellectual, but he became in- 
volved in politics because of ideas and he was engaged by pul 
lic-policy questions. One can imagine him lying awake ; 
night (or perhaps in the afternoon) wondering what should — 
be done about drugs or refugees or nuclear weapons. With Mr 










Bush, a brighter man, such reverie is far harder to imagine. 


He has given few signs of feeling deeply, let alone thinking 
hard, about the great questions of governance. Mr Bush en- 
tered politics, at best, out of a sense of noblesse oblige; at 
worst, out of the kind of empty ambition that leads somebody 

to run for president of his high-school class. 

Any temptation Mr Bush might have had to ponder the 
problems of governing America was suppressed for most of 
last year, as he ran a campaign designed exclusively for No- 
vember 8th. That campaign had three features destined to 
make governing harder: first, its emphasis on irrelevant issues 
such as flags and prison furloughs; second, its partisan nasti- 
ness; third, its incompatible promises to balance the budget, 
preserve most federal spending, and never raise taxes. 

There will be a flurry of proposals and appointments in 
coming weeks, as the administration attempts to prove that it 
does have momentum and a grand design. But no Du 

"agenda" will be of any consequence if it does not tace 
America's most pressing problem, its fiscal deficit. To do so .. 
does not require a new agenda or a new vision. What Mr Bush 
needs from the Wizard of Oz is courage. 















censors. In other werde ke Rushdie affair is und not just 
that some Muslims do not understand the merits of free 
speech. It shows that many western clerics do not either. 
Amazingly, it seems necessary to explain to Christians and 
Jews, as well as to Muslims, that believers and non-believers 
and everyone in between all stand to. gain from a secular gov- 
ernment that protects freedom of speech. as vi orously as free- 
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Now: each and every Friday 


a million to win... 





This extraordinary chance and others are offered 
to you by the state-controlled NORTH-WEST-GERMAN STA- 
TE-LOTTERY. Extraordinary! More than every 3rd ticket-num- 
ber wins guaranteed within the period of the lottery. Total win- 
nings for the 82nd lottery will amount to about 241 million DM. 
The Super-Jackpot by itself amounts to 32 million DM. 


The maximum Super-Jackpot 


alone comes to 2 x 3 million DM. 





The prize-money is paid in DM, one of the strongest cur- 
rendes in the world. The lottery runs over a period of 26 
weeks. One drawing every week. That means 26 draws and 
26 chances in total to become a millionaire! The prize money 
increases from draw, to draw. All draws are supervised by 
state auditors. 
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The 82nd NORTH-WEST-GERMAN STATE-LOTTERY runs from March 31st to September 22nd, 1989 
SC Mail to: Walther Ruge * Heidenkampsweg 32 * D-2000 Hamburg 1 * West-Germany 








It's easy to participate: 


@ Please send us the order coupon - or if missing - a 
letter. 


@ Attach payment for the tickets you want, using either 
cash by registered airmail-postage, international postal 
order, personal cheque, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket after 
receipt of the invoice. 


© We send you the tickets, further information and the of- 
ficial draw schedule. After each class you receive the of- 
ficial winning list as well as your ticket for the next class. 


@ Within days you will be notified each time you win. Your 
prize-money will be transferred by cheque to any place 
you wish to. The prize-money is paid to you free of Ger- 
man Tax and the whole amount will be paid without any 
deductions. You remain absolutely anonymous. 


@ We guarantee fast, reliable and confidential service 


world-wide. 


This is why it is interesting for you to join 
the lottery: 241 million DM prize money 


2 x 3 million DM as maximum prize-money 
2 x 2 million DM 


22 x 1 million DM 


ond in addition: 


279.999 x prizes up to 500.000 DM 





Only 700.000 tickets from the basis of the lottery. Out of these tickets 
280.025 numbers win in the course of the lottery: So, we can guar- 
antee winnings for more than every 3rd ticket-number! 






1989 


Win 100 % with o 1/1 ticket, or 5096 with a 1/2 ticket or 25% with a 1/4 ticket. Don't 
forget: either way, every 3rd ticket number wins guaranteed! Try your luck! 


Please fill in the number of tickets you want to order 
with this coupon 









* The quoted US $ or € equivalents are only a rough estimate 


For exact exchonge rotes please osk your bonk 


DM 741,- (approx 430,- US $ or 240,- £)* 
DM 381,- (approx 222,- US $ or 124,- £)* 












1/4 ticket | DM 201,- (approx 117,- US $or 66,- £)* 


* Payments through personal cheque in DM, £, or US $ will be accepted 
or through a bank droft, American Express, Diners Card, Eurocard, 
Access, Master Card or Visa. 

Your prize money will be transferred confidentially by cheque to any 
adress orbankin any part of the world. All prices are for all 6 classes 
including air mail postage and winning list after each class. 

Valid only where legal! 

Valid ory where legal Not available to residents of Singapore 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


1735s 


BLANCPAIN 


Selfwinding with second hand Each watch is assembled, polished and 
and date finished by hand by the indivjdual watch- 


maker. 

Only about a dozen watches, each indi- 
There is still no Blancpain “collection” as vidually signed and numbered, daily 
such. The same case houses each of the leave the workshops of Blancpain — the 
Six “Masterpieces” of the art of watch- oldest watch name not only in Switzer- 
making developed by Blancpain. land, but also in the world. 


Available in London: 
Carngtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, The Watch Gallery, Tyme and. 


BARCELONA Soler Cabot BOSTON Dorfmann — BRUXELLES Frohmann Frères DÜSSELDORF Biome Wempe FRANKFURT Friedrich Wempe GENEVA Benoit de Gorski, Chimento, Facet, Golay Fils & Stahl, Zbinden 
GENEVA-AIRPORT Comptoir de l'horlogerie GAAND CAYMAN Dennis Smith HAMBURG Becker Wempe LONDON Carr ngtons. Mappin & Webb, Dawid Morris, Garrard. London Hilton Jewellers, Watches of Switzerland. 
The Watch Gallery LOSANGELES Princess Ermine MADRID Suare: MUNCHEN Hemmerle. Huber, Wempe NEW YORK Cellini, Tourneay, Wempe PARIS Arfan, Buccellan. De Paillene, Wempe, Col ROMA Ansumi, 
Capuano, Hausmann ST. MAARTEN La Romans ST THOMAS Awiere TORONTO European Jewellery WIEN Carus & Binder, Huboer ZURICH Barth, Filitz, Get, Meister ZURICH-AIRPORT Turier BERMUDES 
Criesan MONTE-CARLO Buccellan. Van Hubrech: informanon from. Blancpain SA - CH-1348 Le Brassus - Switrerland - Ta 459 420 Tel. 01041-21 845 40 92 












ae only osers are bigots and autocrats. 
th the sermon. 
rge to-ban comes from the urge not to cause offence, 
‘caused, Since "The Satanic Verses” is a difficult 
X, congested with impenetrable prose, few people had 
id it when the Muslims of Bradford first brought it to 
atollah. Khomeini's attention (see page 45). Those who 
iave now struggled through it realise that the book is deeply 
pex to Rees it was osi intended to m 


















rapit same. view. Without wasting ned on us 
shdie or even bothering to condemn the arrow of death 
imed at. him by the ayatollah, it has chosen to side instead 
i e who e religious sensibilities have been wounded, 
that freedom of speech should not apply to blas- 
abbis, priests and mullahs are, it seems, uniting to 
ee eae lest any member of their collective flock 

















The «rit to iile rude 


Two points. First, there are few ideas that do not, or did not 
once, cause offence to someone. Manners maketh man? Bun- 
kum. From Socrates to Galileo to Gorbachev, mankind has 
- advanced by ruffling feelings. A world in which only the ce 
- fensive could be expressed would not merely be bland, i 
. would be sterile. Is blasphemy uniquely awful? No. Most reli 


Twins that won't tango 





Feuding between the IMF and the World Bank over ire wore debt 


(ds increasing the proven, not elie it 






ar Gail RRENCIES and interest rates will preoccupy ee 
b ," ministers at the spring meetings of the International 
—onetary Fund (MF) and the World Bank early next month. 
wut there is also a housekeeping matter that urgently needs 
their attention. Fund and Bank are competing to give advice 
: and money to big debtors—mainly in Latin America—when 
they should be co-operating. This is undermining their credi- 
bility and allowing debtor countries to play one off against the 
| other. lt is time to put a stop to it. 
©The lusty twins, as Maynard Revises ca lled them, had 
dah divided responsibil ities when they were founded 45 
years ago. The Bank's job was to help build power stations, 
oads and the like in developing countries; the IME's to main- 
in an orderly payments system in the world, providing only 
mporary loans to es this end. But when exchange rates 
«were floated in the early 1970s, the Fund lost much of its 
5 policing role. Since ie it has relied on emergencies to stay 
in business. It became a recycling agent in petrodollar days; 
-and when Latin America's debt erupted in 1982, it made itself 
a pivot for the rescheduling of commercial-bank debt. 
Even though Latin America's difficulties are now admit- 
to be deep-seated not temporary, the IMF is still active 
» It has lengthened the terms of its loans and broadened 


















gions mA asa blasphemy against anoth 










et, Obr us 
are more likely to be seen off by the free expression of 
powerful ideas than by suppression. = non-believers f 
rights too. . : 
Second, secularism is not inimical to e 

country with not one but two establist 
14% of people go to church on Sunc 
try with a strict separation of chu 
population go out to worship. ever 
in angels. There are several reason 
devout than Americans, but clearly 
place Britain gives to the Christi: 
them. Nor, presumably, is Britain’ 
tian) blasphemy. By the same tok 
trenched in American law has done 
gious fervour in American society: 
Church and state are best kept ap 
tinction between secular and spiritua 
against religion is an offence against 
gions were to apply this standard, it 
the persecution of Muslim minorities every 
ian countries, people of conscience, whether dri | 
gious or other motives, will often earn the admiration of f 
dom-lovers when. they break the law in defence of 
beliefs. In democracies, bad laws are best changed by peac 
protest and by argument. Those who would suppress ai 
ment merely make it easier for tyrants to impose their 
on believers and non-believers alike. 
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E ER to include trade and other economic : policies th th 
need time to bite. At the same time, the World Bank, wit 
larger resources behind it, has moved onto the Fund 
ground. Today only 7596 of its lending is for specific proje 
it has approved policy-based (structural and sector adj 
ment) loans for about three-quarters of the 50 or so cour 
that take financial assistance from the IMF. 


The tears began in Argentina 


Despite the overlap, the tMF remained the doudiimue: in 
ence; other lenders held back until a debtor country had 
ie its seal of approval. Until last September, thi 
Then, out of the blue, the World Bank offered a fast-disht 
ing loan to Argentina, despite that country's failure to ag 
on an economic programme with the Fund. — 
tween the two institutions, poor at best, turned plain bad. 

The IMF, with 1,700 staff, mostly economists and fina 
experts, has always considered itself intellectually superiot 
the 6,500-strong Bank, with its engineers, sewerage expx 
and urban planners. Jealousy extends right up to the boa 
room. Even apparent co-operation has turned into mud 
For example, one country began to negotiate a Bank po 
loan just after finalising an IMF one. The Bank called fo 




















































n in import duties that was at odds with the IMF's 
ary targets, which were then adjusted. Then the Bank 
to alter its exchange-rate target to line up with the 
Yd's. Advice that has to be fiddled about like that quickly 
es its force. Debtors treat it with contempt. 

Personalities and politics have also played their part. 
en Mr James Baker was secretary of the American Trea- 
r he wanted the Bank to be more assertive on debt. But its 
sident, Mr Barber Conable, disrupted Bank activities so 
ly by a reorganisation in 1987 that the staff wasted many 
ionths in navel-gazing. When the Reagan administration 
nted to ensure that Argentina would not erupt before the 
yerican presidential election, Mr Conable proved to be Mr 
liable. Hence the Bank's loan, which has since backfired on 
1. The Bank had to discontinue its programme because the 
.rgentines failed to meet its targets. "Told you so”, the IMF's 


ont tell, it's official 




















THEN Margaret Thatcher's government turned its at- 
- V V tention to Britain's official-secrets law, it set itself a test. 
If it were the radical, anti-establishment administration that 
some of its supporters claim, it would have poked a stick in 
the eye of the mandarinate. The notorious section 2 of the 
Official Secrets Act of 1911—so loosely drafted that many 
juries will not convict those charged under it—would have 
been reformed. But Britain would also have been given a free- 
dom-of-information law, to end the secrecy which protects 
bad government from scrutiny. 

_ Mrs Thatcher funked the challenge. The official-secrets 
bill now in the House of Lords is the kind of thing that would 
elight any mandarin, which is reason enough to think that it 
eds substantial amendment. The House of Commons 
ought so. The bill was introduced there with just a two-line 
ip, signalling that the government did not regard it as too 
troversial. After a week of being mauled by its opponents 
ie most persuasive of whom were Conservative rebels), the 
overnment introduced a three-line whip, meaning that Mrs 
Thatcher would set upon any Conservative who voted 
wainst it. Some still did. A week later the government 
guillotined the bill. 


Making a bad bill better 
The bill is not all bad, but it needs to be made better. The 


sovernment recognises that section 2 is indefensible. This in 


tea in the Cabinet Office mess, but also the fact that such a 
ess exists (it does, on the third floor, and a pot costs 20p). In 
ture, criminal sanctions will apply only to the release of in- 
formation on security and intelligence, on defence or interna- 
tional relations, and to material whose release would lead to a 

ime. The new law also protects information gleaned from 
wiretaps, or by the security services. _ 


It is right to list the categories of information that have to 


managing-director, Mr. 


t e cause of Whitehall's secrecy, Britain will cover up Whitehall's mistakes as well 


eory makes it an offence to reveal not only the price of a pot. 


el Camdessus, is entitled to 
crow. tg eo as SR NM | 

He should resist the temptation. Each institution has ex- 
pertise that could prove doubly effective if only it were co- 
ordinated. Lessons can be drawn from the one area where co- 
operation has been forced on the pair. There is a formal 
requirement for joint missions and programmes for the IMF's 
62 poorer members— mostly in sub-Saharan Africa. 

As part of the Bush administration's promised review of 
third-world debt policy, it should propose a joint Bank-Fund 
unit to develop and monitor the programmes of the bigger 
borrowers. This unit could also take an active part in debt- 
reduction schemes. A top-level council representing both in- 
stitutions and meeting, say, four times a year, could oversee 
the unit. After all, the agencies are just opposite one another 
on Washington's 19th Street. That is not far to walk. — — 

















be protected in a democracy. lt is wrong to have so long a list. 
The House of Lords should shorten it. The clause protecting 
information on "international relations" is too woolly. A 
public servant is said to make a "damaging" —and hence 
criminal—revelation of international matters if such a revela- 


tion "damages the interests of the United Kingdom abroad”. 


If the clause were limited to keeping secret any preparations 
for war, few would object. But it could be used to harass those - 
who write on diplomacy or international economics. 

The Lords should, secondly, turn their attention to those 
who work in the security services. All crown servants are un- 
der a lifetime duty not to reveal security and intelligence mat- 
ters whose disclosure would be damaging. But members of the 
security service are under an absolute duty—they cannot re- 
veal such information, even if its release damages nobody. F 
this clause, thank Mr Peter Wright, the author vı 
"Spycatcher", the book which exposed a tale of sleazy 
madcappery in Mi5. Mr Wright should not have written his 
book. But the right course would have been for the govern- 
ment to introduce some parliamentary oversight of outra- 
geous spookery, so that a spy worried by an outrage could call 
it into question. Without such oversight, the "Spycatcher" 
clause of the secrets bill goes too far. 

The biggest failing of the bill, however, is that it does not 
allow anybody covered by it—the civil servant who leaks 
banned information, the journalist or historian who receives 
it—a defence of acting in the public interest. Were Britain 
well endowed with checks on its government—were Parlia- 
ment brave and independent, the courts able to hold minis- 
ters to the standards in a Bill of Rights—the country would 
not need to offer protection to those who blow the whistle on 
disgraceful government conduct. In the absence of such 
checks, the whistle-blower has a valuable role. He is now look- 
ing to the House of Lords for help, and he should get it. 
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THIRD-WORLD TOURISM 
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Visitors are good for you 


Tourism can be a rich source of income for 


r countries. And of trouble 


as well. How are they to get the benefits without too many of the costs? 


“SHIS winter more than 20m people from 

.rich countries spent holidays in the 
third world. Let us hope it did them good. 
But have they done the poor countries they 
visited any good? No, say some critics: tour- 
ism corrupts the local culture, encourages 
prostitution, despoils the environment, pro- 
vokes inflation—and most of the dollars it 
sucks in flow straight out again. In sum, it is 
just a new form of colonialism. 

Only when it is badly managed, wiser 
heads reply. And how else can a poor coun- 
try earn foreign exchange? Most rely on 
commodities, but are randomly hit by roller- 
coaster export prices. When they move into 
manufacturing, their products face protec- 
tionist barriers. In contrast, no barriers 
block tourism, it creates many jobs, and its 
prospects are superb. 

Consider some figures. Tourism earned 
poor countries about $55 billion in 1988, ac- 
cording to UN estimates. That makes it their 
second biggest earner of foreign exchange, 
after oil ($70 billion). But, unlike oil, tour- 
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ism is still booming: the Economist Intelli- 
gence Unit reckons spending on interna- 
tional tourism, fares excluded, will grow by 
412-596 a year, in real terms, for the rest of 
the century. The third world's share of this 
should grow even faster. 

Many would think this a conclusive rea- 
son for any poor country to move into tour- 
ism if it could. If so, the argument will have 
come full circle since the 1960s, when the 
third world welcomed the emerging market 
in mass tourism as a ticket to development. 


The Bermuda example 


At that time, its enthusiasm rested on the 
success of traditional resorts. Bermuda was a 
good example. A tiny, sub-tropical British 
colony in the mid-Atlantic, it had grown 
tich on selling holidays, even though it had 
nothing extraordinary to offer. 

It did have practice, however: steamers 
from New York had been calling there since 
the nineteenth century. As farming de- 
clined, the islands came to depend on tour- 





ism: they had 85,000 visitors in 1938, three 
times the resident population. During the 
second world war the Americans built an 
airheld and proper roads. These enabled 
tourism to expand dramatically after 1945. 
By 1985 Bermuda’s GNP per head was 
$18,000, one of the world’s highest. Tour- 
ism today provides 55% of GNP, 60% of for- 
eign-exchange earnings, 70% of jobs. 

Unpleasant side-effects have been few. 
Hired cars and roadside advertisements are 
banned, to preserve the islands’ charm. The 
holiday-makers are white and those who 
serve them black, but there is little racial 
tension. Neither beggars nor prostitutes 
have multiplied. 

Bermuda made it all look wonderfully 
simple, and early studies of tourism rein- 
forced that optimism. They pointed out 
that, per dollar of investment, it created 
more jobs than manufacturing, notably be- 
cause the multiplier effects are high. Unlike, 
say, a cement plant, a hotel creates new de- 
mand for a host of related goods and ser- 
vices: souvenirs, restaurants, boat or taxi 
rides, car servicing and so on. These in turn 
generate demands of their own. 

One study on Caribbean tourism, pub- 
lished in 1969, reckoned that every job in 
tourism created 2.3 jobs indirectly. That was 
not obviously absurd: in Tunisia and Kenya 
the corresponding figures were said to be 4 
and 6. But later research showed that the 
real job multiplier for the Caribbean was 
probably well below 1. By then, however, 
the myth had been created. Tourism had 
gained a reputation as a miracle industry, 
able to transform any economy. 

The year that this over-hopeful report 
came out, the World Bank set up a tourism 
department. The Bank and its soft-loan arm 
lent $450m to help finance 24 projects in 18 
countries over the next decade. The depart- 
ment was then dissolved. The reasons, ac- 
cording to the Bank, were that many pro- 
jects fell through, as borrowers changed 
their priorities; the work was extremely 
time-consuming; and the Bank's aid had lit- 
tle effect on the business overall. In reality, 





















in they flood 











e Bank had €— reason: it was embar- 
sed by the criticism levelled at tourism in 
eral and directly at some of its projects. 


lisillusion sets in 
One project in Mexico, at a remote west- 
ast fishing village called Zihuatanejo, cost 
096 more than it was supposed to. Finished 
ree years behind schedule, the project was 
it by Mexico's galloping inflation during 
e mid-1970s, and produced a return of 
196 compared with a planned 1996. Bank 
fhcials admit that it also upset many locals, 
although they were compensated for the ex- 
propriation of their land. Most were ill- 


economy they now found themselves in. 

- But it was the experience of smaller 
countries like the Seychelles islands in the 
Indian Ocean (where the World Bank was 
not involved) that did most to give tourism a 
xad name. By the late 1950s the Seychelles' 
conomy, based largely on the coconut 
palm, was in decline. The islands' British 
ilers thought tourism could be the cure. It 
roved a questionable one. 

= The construction of an airport and ho- 
Is in the early 1970s sucked workers off the 


hen the building boom ended, young men 
und few jobs available on the land. What 
ry did find was that their sisters and 
girlfriends, once largely confined to the 
home, could now get well-paid jobs in the 
ew hotels and, with them, more freedom to 
ehave as they chose. The Seychelloises' 
relaxed" and “welcoming” attitudes were 
umpeted in holiday brochures. Prostitu- 
on multiplied and venereal disease with it. 
ourism, not surprisingly, got the blame. 
"The Seychellois blamed it also for a host 
f other evils, ranging from inflation and 
hortages of staple foods to foreign eco- 
omic domination. Outsiders owned the 
jain hotels.and many related businesses 
h as car-hire and yacht-chattering. Im- 
rts ballooned, catering not only for dol- 
r-bearing tourists but also for locals who 
egan to copy their tastes. Some said that 





equipped to handle the cash, or the cash 


nd, depressing farming even further. 








Tourism receipts 
























































. Thailand Tunisia Jamaica 


nd 15 main sources (bu exclüding Mataysia and Singapore). 2 Visitors from Europe and North America onty. dti visitors. includes cruise ships, about 40% of. total. $ 


. Sources: EIU; national erates 


ses not cashing in on tourism had grown 
poorer and that crime had increased. 


Would the Seychelles have been better | 


off without tourism? Many of these “evils” 
sound like the growing pains of any econ- 
omy in transformation. Tourism raised edu- 
cational standards, encouraged the ee 
ment of a middle class and promoted social 
mobility. It brought foreign hoteliers, but it 
also brought greater pride in the indigenous 
Creole culture and the local wild life. Yes, 
and it brought money. When the Seychelles 
became independent in 1971, the new gov- 
ernment continued to back tourism enthusi- 
astically. 


Culture shock 


The charge that tourism corrupts is impor- 
tant, because, for some critics, this out- 
weighs any economic benefit. Certainly, like 
all change, tourism exacts a price. 

The price may be environmental, and in 
such cases even the tourist industry may re- 


gret what it has done. Build too many hotels. 


and the lovely coast that drew the visitors 
may become like that of Benidorm; send too 
many safaris round your nature reserves and 


one day you will not have much nature to 


show them. But the more serious and wide- 
spread fear is that the mass of tourists may 
overwhelm not just the natural environ- 
ment but the culture of a small society. 
Gaining the world, it will lose its own soul. 

Fifty years ago Aldous Huxley’s “Brave 
New World” drew a grisly picture of the 
Pueblo Indians’ sacred dances on the way to 
becoming a tourist sight. He set the scene 
some centuries into the future. He was too 
kind: it was true by the 1950s. You could 
draw a similar picture in many countries to- 
day. Yet it does not have to happen. 

Take, for instance, the arts and crafts of 
the third world. Those of the American In- 
dians and the Eskimos have certainly been 
altered by holiday-makers’ demand—but 
not, one can well argue, for the worse. On 
the contrary, they have been reinvigorated. 
In Africa, the story is mixed. The mar- 
ketability of "airport art” intended for deco- 







. pose has 





E Ns life was hanged i 


: simply helped to pay the bill. Mi 
. and the spread of radio, television, and ad- 
| vertising have much more to answer for. 


; Nota as leaky as it looks 


` Still, a cultural cost there: usually. is. Is it 
; worth paying? Ea 


expert Rep a. abate ago E great AL 
rican art was no longer produced. 

Yet there is evidence that craft quality 
has improved again as tourists have grown 
more critical. European influence on the 
Makonde carving of East Africa has visibly 
not been all for the bad. In Indonesia the 
traditional craftsmen of Bali produce pot- 
boilers and fine art side by side; the former 


subsidise the latter. 


Crafts, of course, are only one aspect of 


.a culture. The whole way of life of the 
p: Pueblo. Ind scaly or of most. terim 





les que our 
deed long before any tourists arrived—than 


by the tin-opener. In some Caribbean i. 





lands, westernisation arrived: first; touris 





arly studies reckoned the 
economics of tourism were nearly all pure 
gain: sun, sea and sand were miraculously 
translated into a diversified economy, for- 
eign Euren and jobs. These studies were - 


. too simple. They ignored the costs. 


Notably, they overlooked tourism's own _ 
cost in foreign currency. The things that. 
tourists need—even the food and drink, in- 
some countries—are often imported. Debt 
must be serviced, profits are repatriated. 
The tourist dollars leak out again. 

This failure to look at both sides of the 
book gave critics a field day. Look, they 
cried, tourism actually drains the host econ- 
omy rather than nurturing it. Why both ` 
with it at all? In economic terms, this w 
nonsense. If a small outflow of dollars is 
needed to feed a large growth of activity, 
that is a gain, not a drain. But a third world 
understandably obsessed with lack of for- 
eign currency did not see things that way. 

In fact the leakage was exaggerated any- 


|. way. A guest in some modern hotel in Af 


rica, eating international food off Chinese 
plates from a Filipino cane chair, may con- 

























: sarn at Home to Speak French, Spanish, 
= German" — as Fluently as a 
. Professional Diplomat! | 


* Developed specifically to train 
officers of the U.S. Government 
for overseas assignments. 

* Comprehensive instruction 
manuals precisely keyed to 

/77* audio tapes. 

* Pronunciation guidelines are 
brilliantly conceived, easy- 
to-follow. 


* Study at your home or office. 
Listen and practice in the car, 
ona plane, while jogging; 
anywhere. 


Imagine learning to speak a 
foreign language as fluently as a 
career diplomat.. without ever 
leaving your home or office! 

Now, the world's most powerful 
language course, The Official Foreign Service 
institute Course, developed for and used by the 
U.S. Department of State is available in an ae a use, 
step-by-step home-study program. 


The best in the world. 
No other course of its kind can be compared to it! This is the 
| € U.S, diplomats study. It's the best there is. Comprehensive, 
lloquial, designed so you'll develop genuine fluency in real 
life business and social situations. 

Using the State Department's unique Guided Imitation 
and Deep Learning methods you'll start pronouncing 
correctly from the very first lesson. The precisely keyed 
manuals and 24 expertly produced 60-90 minute audio 
tapes make it a pleasure to learn. Cassettes let you 

, conveniently study at your own pace and practice 
| anywhere. 
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: vitcumstinces. The Advanced Course offers total fluency 
: for business or leisure travel. 


| Never before atthislow price. 

| Save $100 or more! 

. Order The Official Foreign Service Institute 

.. Course now for only $195 per course ( Basic 
Or. Advanced) and you'll save $100 off the estab- 
ed price! Order both courses for $350* and 
even more! Pay in 5 convenient monthly install- 












‘ged to your credit card. 
IV your next trip more than you ever dreamed 


today! 
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arene The ingredients of his steak au 


hat he is paying for it represents locally 
dded value—the value of the black hann 
iat cook and serve it, that make up his bed 
r (increasingly these days) his bill. | 
Professor Stephen Wanhill, of Surrey 
Iniversity, who has studied the cost struc- 
ire of such hotels, estimates that no more 





ack. abroad, through purchases of im- 
orted goods such as food, dividends or in- 
rest on invested capital, expatriate em- 
loyees' salary remittances and so on. And 
he figures are falling, as third-world econo- 
wes develop, while the big western hotel 
hains move out of ownership into contract 
janagement, employing ever fewer expatri- 
tes as skills become available locally. 

. Tourism faced broader criticisms than 
his. The early studies also overlooked the 



























































trengthen a host economy. Thus an official 
f Britain's Overseas Development Admin- 
ration, writing some yeats ago in Tourism 








| -an oil industry. It pushes up 
ces, wages and the exchange rate, he com- 
lained, displacing existing industries such 
s farming and making it harder for others 


p. 
a - Well indeed: ‘one could answer: poor old 
oibrich Kuwait. Most economists would ex- 


djust themselves; there is no absolute vir- 
ue in some given level. Of course any new 
ndustry affects older ones; if it can pay 
igher wages—and still employ plenty of 
people, as tourism does—then it must be an 
mprovement. Ín particular, as Mr Hugh 
Latimer, a development academic, points 
it, agriculture in tropical islands would 
ve declined anyway as prices for its output 
typically sugar and coconuts) went on fall- 
g. Tourism may in fact stimulate the pro- 
luction of cash crops and processed food 
for the hotel market—and could do so bet- 
'er with official encouragement. 
- Few countries know, even approxi- 
mately, the real pluses and minuses of their 
tourist trade. Such detailed studies as have 
been made are rarely published. But, as a 
broad rule, the more developed and com- 
plex the rest of the economy, the greater the 
gains. À modern tourist industry draws on 
many others: food-processing, brewing, 
uilding materials, glass, plumbing fixtures, 
motor-vehicle assembly. A country like, say, 
Kenya produces many of these goods locally. 
mall island states do not. For them, tour- 
ism has relatively high foreign-exchange 
costs and a Sd job multiplier. 
— For small countries. too—just as for oil 
sheikhdoms—there-is a risk of overdepen- 
dence on one industry: t tourism is not se- 
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vre may be imported; but two-thirds of 


han 40-50% of their operating costs leaks 


osts it may impose on other sectors. Some 
ritics, indeed, have denied that it does nonsense of the sums. ' 
slashed tourist arrivals in Sri Lanka by | 


nearly half between 1982 and 1986. The fear. 


likened tourism in small. 


lain that short comment with a still shorter : 
ne: so what? Prices and exchange rates will. 


Where the money goes 

The average tourist's daily spending 
Jamaica | 

1986: $78 


Thailand 
1957: $95 





As % of total 
12 Entertainment and other 13 
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cure, any more than growing sugar-cane is. 
Exchange-rate shifts and swings of fashion 


in the rich countries, a world energy crisis or ~ 


a local political one—any of these can make 
Ethnic conflict 


of AIDS cut business last year on the Kenyan 
coast, sometimes marketed as a sex resort. 
Thailand, notorious as such, also has been 
badly hit. 

That does not disprove the truth that 
diversification is safer than monoculture. 
Rather, it is an example of it. It is better to 
sell sugar, sea and sun than sugar alone. Bet- 
ter still—talking of money, not morality— 


sell sex as well. Even better, though, sell safa- 


ris too. You may preserve your tourist reve- 
nue and your morals with it. 


Back in fashion, still misunderstood 


After two decades of experience, poor coun- 
tries have a more realistic appreciation of 
what tourism can both achieve and cost. 
Bermuda, it is now accepted, was a special 
case. But rising protectionism in rich coun- 
tries has made the conventional sources of 
growth less attractive. Many governments 
once wedded to industrialisation and scorn- 
ful of tourism have had second thoughts. 
Tanzania was once the archetype of how 
to do everything yourself and most things 
wrong. Today even it is promoting tourism, 
with the help of a World Bank loan and for- 
eign management. Egypt is refurbishing its 
famous but time-worn hotels. The Carib- 
bean countries, after a rush of disillusion, 
are trying to attract visitors again. Unlikely 
places like Bangladesh and Bahrain want to 
do the same. Communist countries are join- 
ing in: Vietnam hopes its “boat people" will 
at least come back as tourists. Even Albania 
has cautiously begun admitting visitors. 
Governments are not yet doing all the 
right things to attract holiday-makers. One 
would be to get off the tourist industry's 
back: bits of bureaucracy like visas and ex- 
change controls are no help to it. Another, 


though, would be to recognise tourism's 







ingh helping iur Toutism is unusually de- 


tion now 


ve it a “correspon - 


pendent on government help i in the form of 
airports, utilities and services from post of- 

fices to policing. A project may involve 
many different. government departments. 

So the local minister of tourism needs to be 
a tough-minded character able to steer 
projects through the red tape. Too often the 
post is treated as a sinecure for some cousin 
of the president. 

In Kenya, for example, charter flights 
are restricted, in the hope of pushing the 
same number of visitors (at far higher ticket 
prices) on to the national airline. Guess 
what, the same numbers just do not come. 
Many countries’ export incentives go only 
to respectable exchange-earners like manu- 
factured goods. Governments—and aid do- 


 nors—cheerily pour capital into tourist 


hardware without thinking enough about 
the need to manage and market the result. I. 
that is to be done well, it is generally wise 
let foreigners, who know the market, heip ° 
you do it. If governments also want it done 


zin a way that they regard as socially accept- 


able, let them think first, not run around 
dispensing restrictions after the event. 

The trouble is that third-world govern- 
ments have learnt only half the lesson. They 
accept that tourism is neither poison nor 
panacea. But they do not use the informa- 
plentifully available about how it 
works so as to make the most of it. 

It can bring great benefits: the world has 
plenty of experience in how to increase 
them. It can bring social problems too. The 
world knows also about these, and has at 
least some experience of how to lessen them. 
It is not the job of government to run the 
industry. But it can look for the best cost- 
benefit balance. That means greasing the 
wheels of tourism, taking the rocks out of its 
path—and putting up only such road-signs 
and barriers as will meet the social priorit =~ 
that are government’ s job. The road-me 





and owners’ handbooks exist. The Econo- 
mist will be writing its own version of them 
later this year. Worth reading. 








OTHER COMPUTER COMPANIES ONLY TALK 
ABOUT IMAGE PROCESSING. 
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The Image of the Future. 


ven in today’s automated age, the bulk of most companies’ 

business information is on paper in the form of reports, 
invoices, receipts, drawings or hand-written notes. Hidden 
away in files, And all too often misfiled, mislaid or ‘on someone 
else's desk’ 

It's totally inefficient and extremely expensive. 

It's also completely unnecessary. 

Wang Integrated Image Systems (WIIS) is available — 
today — to capture such information, and store it digitally on 
optical or magnetic disk. For instant retrieval and display by 
users throughout your whole organization. 

WIIS can distribute — and receive — information via 
facsimile. And an Optical Character Recognition (OCR) capability 
allows scanned input to update your main database from 





invoices, work orders and the like. 
What's more, WIIS doesn’t stop at image processing. It 
goes far beyond it — handling data, text, graphics and voice 


processing at the same terminal, right there at the user’s desk. 


WIIS is more than evolutionary. 


It's revolutionary. A vital contributor to the Wang strategy 


of affording you total management of 100 per cent of your 
business information. Wherever it’s located within your 
organization, on whatever equipment — PC, minicomputer or 
mainframe — from Wang... or from any other vendor. 


WANG 
MAKES IT WORK. 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. ; ne. 

We made this watch for = (; Leif! 

you ~to be part of your fi 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
cusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 





T LU e 





GENEVE 





Patek Philippe S.A ln 
4], rue du Rhone - 1211 Geneva 3 - Swit: ane 
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ASIA 


Are the Khmers Rouges 
a puny lot, after all? 


UPPOSE, just suppose, that the Khmers 
Rouges are not the invincible fighters 
they are generally believed to be. It is some- 
times forgotten that when the Vietnamese 
invaded Kampuchea in 1979 they put Pol 
Pot's finest to flight in a few days. Last No- 
vember a Khmer Rouge army that crossed 
to Kampuchea from bases in Thailand was 
Bic: repelled, not, it is claimed, by the 
ietnamese, but mainly by locally recruited 
Khmers who stood their ground. 

Visitors to the Kampuchean capital, 
Phnom Penh, are being offered this intrigu- 
ing diminution of the Khmers Rouges by the 
prime minister of the Vietnam-backed gov- 
ernment, Mr Hun Sen. The Khmers Rouges 
themselves are encouraging the idea that, 
whatever may have happened in the past, no 
one need fear them now. Their chubby- 
cheeked ambassador at large, Mr Khieu 
Samphan, once the Khmers Rouges' head of 
state, charmingly parries reporters' awk- 
ward questions and offers them petits fours. 
China, the Khmers Rouges' doting patron, 
acknowledges that they have made "mis 
takes". 

What a deceptive lot they all are. Mr 
Hun Sen, who once fought as a member of 
the Khmers Rouges, does indeed seek to end 


Hun Sen tries a new tune 
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the mythology surrounding his former col- 
leagues. Nothing surprising in that: it 
should raise the spirits of his own men. But 
his main aim is to counter the argument of 
the resistance leader, Prince Norodom Siha- 
nouk, who says that, if Vietnam could not 
put an end to the Khmers Rouges during its 
ten years of occupation, no solely 
Kampuchean army could hope to hold 
them. This being so, the Khmers Rouges 
should be "controlled" (well, that's the the- 
ory) by becoming part of the army set up by 
the new government that will take over 
when the Vietnamese leave. 

Mr Hun Sen says that he will never 
agree to the Khmers Rouges joining a 
Kampuchean army. To do so would be to 
"put the wolf in the sheepfold". Mr Hun 
Sen says he is willing to serve under the 
prince in a future government, but not with 
the Khmers Rouges guarding the door. 
Rather than that, he says, he will stay put, 
building up his own army until it can guard 
the country without Vietnamese help. 

Mr Khieu Samphan is probably unac- 
ceptable to Mr Hun Sen, whatever impres- 
sion he may make on the outside would. He 
was one of the philosophers of the Khmer 
Rouge revolution that sought to build a 








"new Kampuchea" by swiftly doing away 
with the old one in an organised act of bru- 
tality that resulted in the death of more than 
Im people. He once said, "We will be the 
first nation to create a completely commu- 
nist society without wasting time on inter- 
mediate steps.” 

Any reappraisal of the Khmers Rouges 
is worthless without an answer to the ques- 
tion: just how strong are they? There are 
three normal ways of gathering intelligence 
about a guerrilla army: by satellite photo- 
graphs, by monitoring the guerrillas’ radio 
communications, and by talking to what 
intelligence people call "Joes on the 
ground”. Satellites are not much use for 
spotting the Khmers Rouges. They either 
live in camps on the Thai border (all but one 
of which are barred to outsiders) or move 
around inside Kampuchea in small groups. 
Radio information is patchy. Joes on the 
ground are mainly useful to confirm what 
you think you already know. 

Not surprisingly, estimates of Khmer 
Rouge strength vary. A frequently offered 
figure is between 30,000 and 50,000. Some 
British and American sources tend to favour 
a high number. A well-regarded French 
source says that the number of guerrillas 
"sustainable in the field at any one time” is 
no more than 5,000-8,000, depending on 
the season. If the French estimate is correct, 
Mr Hun Sen's army of 35,000 begins to look 
something of a match for even a seasoned 
guerrilla force, particularly as it is supported 
by local militias. But this is a guessing game. 
Only China, which arms the Khmers 
Rouges, is likely to have a reasonably accu- 
rate assessment of their strength. The Chi- 
nese are not saying, and if they were it would 
be suspect. China wants the Khmers Rouges 
to have a voice in any future Kampuchean 
government, and takes the Sihanouk line 
that they are too strong to be left out. 

The web of uncertainty extends to the 
whereabouts and activities of the former 
members of the Khmer Rouge government. 
Mr Khieu Samphan says that his fellow ideo- 
logue Mr Pol Pot is retiring. But the prob- 
ability is that he is still giving orders. He vis- 
its Bangkok from time to time, where the 
Khmers Rouges have an office, presumably 
to check the Chinese arms supplies that 
come to the guerrillas by way of Thailand. 
Another unloved figure, Mr leng Sary, once 
the party chief, is believed to be in 
Kampuchea’s Cardamomes mountains, 
where the Khmers Rouges try to keep a per- 
manent presence. His wife is said to have 
brought their children to Britain in search 
of a decent education, though the British 
government says it has no record of their 


27 




















arrival. 
- As for Mr Khieu Samphan, he super- 
— vised Prince Sihanouk's brainwashing when 


- * the prince became the prisoner of the 


— Khmer Rouge regime in 1976 (and no doubt 
. remembered that the prince's policemen 
— had once stripped the Khmer Rouge leader 
naked in the street to humiliate him). In the 
— view of people who have watched the men 
together, the prince's former jailer still ap- 
_ pears to have an influence over Sihanouk. 
— Asthe negotiations for peace in Kampuchea 
. drag on (the next ones in Indonesia are not 
due until July), it is worth acknowledging 
- that all the main participants have in the 
. past undergone appalling experiences. It 
. may be one reason why the negotiations ap- 
pear to the outsider to be so protracted and 
» at times mindless. 





Taiwan and Singapore 
A world to win 


. FROM OUR SPECIAL CORRESPONDENT IN TAIPEI 


 YyRESIDENTS of Taiwan travel rarely. 
After all, few of their counterparts 
‘abroad recognise the claim of Taiwan, with 
20m people, to represent all of China. But 
Iiis week President Lee Teng-hui paid a 
fout-day official visit to Singapore—the first 
official trip overseas by a Taiwanese (or "Re- 
- public of China") head of state for almost 
12 years. Why the change? 

One answer is Singapore's balanced ap- 
= proach to the communist mainland of 
~ China and the capitalist island of Taiwan. 
~ Singapore has diplomatic relations with nei- 
- ther but trades avidly with both. Singa- 
pore's armed forces have permanent train- 
ing facilities in Taiwan and its prime 
minister, Mr Lee Kuan Yew, who has made a 
_ score of private visits to Taiwan, is keen to 
_ establish with President Lee the rapport he 
enjoyed with the late President Chiang 
Ching-kuo, son of Chiang Kai-shek. 

A better answer is President Lee's deter- 
- mination, after his first year in office, to se- 
- cure an international role for Taiwan more 
jn keeping with its financial clout as the 
- world's l3th-largest trading nation. The 
- need in this context is for what Taiwan calls 
- "flexible diplomacy". This is flexible 
enough for Taiwan to ignore Singapore's 
hint last month that it will follow Indonesia 
dn taking steps to normalise relations with 
China; it is also flexible enough to let Tai- 
 wan's delegate j join China's in a meeting last 
— year of the Asian Development Bank. 

Such pragmatism was inconceivable in 


.1949 when Chiang Kai-shek and his 





Kuomintang forces fled to Taiwan after 


their defeat on the mainland by Chairman 
. Mao’s communists. The change came with 


- Chiang Ching-kuo. In 1987 he ended 38 
— years of martial law; permitted opposition 
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politicians—some of whom favour the for- 
bidden goal of Taiwan's independence—to 
campaign openly; allowed Taiwan's citizens 
to visit relations on the mainland; and 
turned a blind eye to public protest and 
street demonstrations. Chiang Ching-kuo 
died in January last year with his belated lib- 
eralism not quite accepted by the 
Kuomintang old guard. 

Yet President Lee, the first leader to be 
Taiwanese born and bred, is continuing 
Chiang Ching-kuo’s reforms. The political 
apparatus of Taiwan is still dominated by 
legislators who last faced an electorate on 
the mainland in 1947. Of the 870 members 
of the National Assembly, which elects the 
president, some 780 (the number diminishes 
through natural attrition) are mainland 
members with an average age of over 77. Of 
the 295 members of the Legislative Yuan, or 
parliament, some 199 mainlanders have an 
average age of over 81. In the Control Yuan, 
a watchdog agency, half of the 62 members 
are mainlanders with an average age of over 
82. For the opposition Democratic Progres- 
sive party their presence is proof that the 
Kuomintang remains a dictatorial organisa- 
tion of mainlanders imposing its authority 
on the Taiwanese. 

But the proof is fading. Two months 
ago, at the urging of President Lee, plans 
were approved to give any elderly main- 
lander who agrees to step down a retirement 
bonus of $134,000. Eventually, the reforms 
envisage a National Assembly of only 375; a 
legislative Yuan of 150; and a Control Yuan 
of 54. Add to these reforms the hiring of 
western public relations consultants, the re- 
drawing of constituency boundaries and a 
restricted campaign period, and th 


ef? 


Kuomintang looks set to limit the opposi- 
tion's share of the vote in next December's 
Legislative Yuan and local elections to un- 
der 25%. Such a result would leave Presi- 
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dent Lee riding high for readoption by the 
National Assembly next year. 

But what then? Mr Raymond Tai, the 
Kuomintang's leading spokesman, echoes 
the president in saying that Taiwan has to 
"look forward and look outside”. That in- 
volves risks. Liberalisation meant around 
2,000 street protests in Taiwan last year. 
The government also worries that the latent 
threat of the mainland is being forgotten in 
a haze of complacency; so far more than 
400,000 of Taiwan's citizens have visited che 
mainland, and last year Taiwan's indirect 
trade with the mainland reached over $2.5 
billion—making the mainland Taiwan's 
fifth biggest trading partner. Conservative 
voices are urging Taiwan not to get carried 
away by the pace of change. 

Yet cautious introversion is no longer 
an option for a country with pent-up con- 
sumer demand and reserves of $74 billion— 
the world's highest after Japan's. Presiden: 
Lee's answer is to make Taiwan a model A 
the mainland and "indispensable" to world 
development. His tactics involve not just the 
trip to Singapore but a resolve that Taiwan 
shall play its part (albeit not as the "Repub- 
lic of China") in as many international fo- 
rums as possible. It will be interesting to see 
how Taiwan is represented at the annual 
meeting in May of the Asian Development 
Bank: this year's meeting is being held in 
Beijing. 





Japan 


This is no time 


to go to bed 


FROM OUR TOKYO CORRESPONDENT 


The frail and revered Mr Hisashi 
Shinto, the 78-year-old form 
chairman of Nippon Tel 

graph and Telephone 
(NTT), was taken from his 
hospital. bed by the public 
prosecutor’ s men on March 6th 
and put in their grim detention centre in 
dockland Tokyo. The television pictures of 
this extraordinary event brought home to 
Japanese, as nothing else has, the serious- 
ness of the Recruit scandal. If Mr Shinto, 
head until his resignation last December of 
the bluest of Japanese blue chips, could be 
flung in jail, was no one safe from the Tokyo 
district prosecutor’s remorseless investiga- 
tion? What chance was there for a mere 
prime minister, past or present? 

Whatever their faction, many Japanese 
members of parliament from the ruling Lib- 
eral Democratic party have become bitter as 
well as nervous about where the Recruit 
shares-for-favours scandal will end. A group 
of the party's younger members of the lower 
house accused their leaders last week of a 
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From the EIB's own resources, and those of the 
New Community Instrument. 





P The Carlyle, one block from Central. 
Park, for its consistent excellence. 

The solicitous staff is ever eager too 
please. Each guest room has a Monitor 
TV, VCR and Stereo. 


'A proud recipient of the Mobi | Five-Star. 
Award for 21 consecutive years. 


` Member of The Sharp Group since 1967 


us Madison Avenue at 76th Street 
New York 10021 

Cable The Carlyle New York 
Telex 620692 . 

Telephone 212-744-1600 
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| 251. RUE DE VAUGIRARD 75740 PARIS CEDEX 15- «t 24 a. An. 7. a 


MASTERE SPECIALISE HEC in INTERNATIONAL FINANCE 


International capital markets; 

Corporate finance : 

mergers and. acquisitions, project financing: 
Securitization, ...; Asset allocation; 

Treasury; Interest rate and foreign Senne 
risk management; S 

Asset liability management; Back office. 


Traders and ingineers in all financial instruments : 
futures, options, bonds, ...; Asset manager; 

Treasurer of international corporations and banks; 
Back office manager; Risk manager in trading rooms; 
Arbitragist; Insurance, u^ 


ADMISSION : 


Open to holders ef graduate degrees; — 
 Ingineers with a strong scientific formation; 
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Shinto under arrest 


cover-up. Some party members have joined 
the opposition in demanding a general elec- 
tion. The muttering within Liberal Demo- 
"ratic ranks about the former prime minis- 

'rn Mr Yasuhiro Nakasone, is growing 
louder. If he has nothing to hide, they say, 
then he should clear himself (as the opposi- 
tion is demanding) by testifying under oath 
before the house. 

Mr Nakasone claimed on television a 
fortnight ago that he had nothing to do with 
the two supercomputers NTT bought from 
Cray Research in America and subsequently 
resold to Recruit. But the investigators are 
curious about where NTT's ¥170m ($1.3m) 
"profit" from the resale ended up, and why 
Mr Nakasone's secretaries were allocated 
29,000 pre-flotation shares in the property 
subsidiary, Recruit Cosmos. The subse- 
quent share sale netted Mr Nakasone's of- 
fice close on ¥60m. Critics from all parties 
want to know whether Mr Nakasone used 
his position to do favours for Recruit and its 
former chairman, Mr Hiromasa Ezoe, now 
in custody with Mr Shinto and half a dozen 
other officials and businessmen for their al- 
` ged involvement in the Recruit affair. 

The government sees parliamentary 
chaos ahead now that the main opposition 
parties—the Socialists, the Democratic So- 
cialists and Komeito ("Clean Govern- 
ment ")—have brought proceedings in par- 
liament to a halt. All thoughts Mr Takeshita 
may have had about getting the budget 
through the lower and upper houses in time 
for the fiscal year starting April Ist have 
been abandoned. 

Mr Takeshita has been playing for time, 
hoping that the Recruit investigation would 
fizzle out after a few minor officials caught 
receiving bribes had been locked away. But 
the veteran Tokyo district public prosecutor 
leading the investigation, Mr  Yusuke 
Yoshinaga, has bigger fish to fry. His 
method has been to pull in minor charac- 
ters, squeeze them,dry and then use their ev- 
idence to arrest their superiors, and so on up 
the ladder. Two days after arresting Mr 
Shinto, the investigators brought in Mr 
Takashi Kato, a former vice-minister in the 
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labour ministry. The next rung would 
be the arrest of a senior politician. 

Two rulings by the courts have 
darkened the prospects for the Lib- 
eral Democrats’ top men. One is that 
bribes by any other name—for exam- 
ple, shares sold at knockdown prices 
before flotation—are still bribes. The 
other is that professed ignorance is 
no defence. Mr Shinto had tried to 
hide behind his secretary, saying he 
knew nothing about the pre-flotation 
shares that had been bought in his 
name. Today Mr Shinto is in custody, 
not his aide. Mr Nakasone has like- 
wise claimed that the 29,000 Recruit 
shares were acquired by his aides un- 
beknown to him. The same argument 
has been used by some members of Mr 
Takeshita’s cabinet. 

Mr Takeshita still has cards to play in 
his efforts to save his government. As prime 
minister, he does not have to call an election 
of the lower house until next year, though 
he has an upper-house election on July 23rd 
and his party’s election for chairman (and 
thus prime minister) in the autumn. 

An alternative would be to go to the 
country, either before or at the same time as 
the upper-house election. The party would 
lose a lot of seats: 60, if the swing against the 
government shown in a recent opinion poll 
were maintained. The opposition would 
claim that a crushing defeat. But with the 
support of the independents (who normally 
vote with the government), the Liberal 
Democrats would still be able to muster a 
majority in the lower house (258 to 251). It 
would take a swing of 2596 or so to force a 
coalition upon them. Even then the Liberal 
Democrats would need only to do a deal 
with the independents and the centrist 
Komeito and Democratic Socialists to carry 
on running the country. 

There is always prayer. Every night, be- 
fore retiring, Mr Takeshita doubtless 
mouths a silent invocation that the diligent 
public prosecutor implicates the elusive Mr 
Nakasone before he himself reaches the end 
of his resources. Putting Mr Nakasone in jail 
could be enough to let everyone quietly 
sweep the rest of the dirt under the carpet. 
Even Mr Yoshinaga and his crime-busters 
might be ready to settle for that. 





Japan and the Koreas 
Blind prejudice 


FROM OUR EAST ASIA CORRESPONDENT 


OREIGN bankers in Tokyo love to 
grumble that Japan is a horrid place to 
live in. But at least they agreed to live there; 
most of Japan’s resident foreigners did not. 
Some 700,000, four-fifths of the foreign 


population, are Koreans. These are the men 


and women (and their descendants) who | 
were "encouraged" to cross the Sea of Japan — 
to work in the factories of Nagoya and — 


Osaka during the second world war. 

Like other foreigners, they have to carry 
"alien registration cards", and to be finger- 
printed if they are 16 or over. Last week the 
Supreme Court set à precedent when it 
threw out an application for disability bene- 


"" 


fit from a blind woman of Korean descent, - 


born in Japan and married to a Japanese. Its 


reason lay in a law which denied benefits to 


anyone who was not a Japanese citizen in 


1959, The law has been repealed, but the 


T 
p 


judges decided that it was valid in the period — | 


covered by this case. 


[n the eyes of many Japanese, the Kore- a 


ans are a subject people: Korea was occupied 


by Japan from 1910 to 1945. Koreans find it — 


hard to get jobs in the Japanese civil service. 


Nationalist-minded firms are often far from 


keen to employ them. The police tend to be 


unsympathetic. Koreans get harassed for | 


not carrying their registration cards. Many 
of those taken to court for this minor of 


fence indignantly refused a “pardon” of 
fered them by the Japanese government to- 


mark the accession of the new emperor. 
The Koreans’ response to Japanese hos- 
tility has been to turn in on themselves. 


More than a quarter of them live in Osaka. 


Their interests are looked after by two resi- 
dents' associations which run newspapers, 
banks, schools, football clubs. Mindan, the 
association affiliated to capitalist South Ko- 


rea, claims 450,000 members. Chongryun,  - 


which looks after those who favour commu- 
nist North Korea, has 250,000. It is the 


richer: the North sent it Y39 billion ($300m) 


last year. Mindan admits to only ¥1 billion a 
year from the South. 

Japan has no diplomatic relations with 
North Korea. If the North wants to have an 
argument with the government over the 


treatment of Koreans, it does so through Ja- 


When Japan ran Korea ' 
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FROM A CORRESPONDENT IN KUALA LUMPUR 


HIS is a cat that strolled into a Bud- 

dhist temple in Kuala Lumpur about 

| ayearago. After a while it drew attention 

. to itself by apparently praying. It gets up 

| | on its haunches and moves its forepaws 
|| upand down rather quickly. 

| Worshippers at the temple are sure 

|| that the cat is a reincarnation of a person 

— || who practised Buddhism in a previous 

| life. The priest in charge of the temple, 

-|| Mr Sri Dhammananda, says, “Its behav- 

|| iour is a projection of the habits of its 

| previous birth. Although this person was 

| religious, because of karma [fate], re- 

= birth took place in the animal king- 

dom." Gautama Buddha himself, he 

.| points out, had many previous births in 

|| animal forms, among them as a squirrel, 

|| a peacock and an elephant. 

| Buddhism has a big following among 

| the Chinese and Indians of Malaysia. 

|| The fame of the praying cat has drawn 

many people to the temple to watch it at 

. its devotions. The temple is anxious to 

avoid sensationalism and emphasises 

| that the cat is also an everyday mother- 


= 


. pan’s Socialist party. 

Since 1965, when South Korea estab- 
lished diplomatic relations with Japan, the 
two countries have had talks about improv- 

the lot of Japan's Koreans. The talks 
ave gone slowly. Last December the two 
got around to discussing the grandchil- 
E of the original immigrants. The talks 

- will probably continue until January 1991. 
e South now appears to be less wor- 
ried boot: its people in Japan than it used to 
libe. Noting that many are richer than their 

. Cousins back home, it is planning to cut its 

pport for Mindan. The 1960s homeward 
flood of Koreans from Japan has dried up; 
more than 144,000 have been naturalised; 
and two-thirds of Koreans in Japan who 
marry pick a Japanese husband or wife. For 
all that, Koreans, feeling put upon, continue 
| tobea reminder of how difficult it is for for- 

.| eigners to blend smoothly into Japan. 





India 
x it were 1986 


p WAS an elegant gesture, but it was 


probably three years too late. In an at- 
Pcia to end the six-year-old campaign of 


1 Sikh terrorism in Punjab, the Indian gov- 


ernment on March 6th released 188 people 
. from prison in Jodhpur, 500 miles south of 


32 


ofthree. The Buddhists there do not 
want to seem to compete for attention 
with Malaysia's main religion, which is 
Islam. 





Paws for reflection 





Punjab. They had been detained there, on 
charges of having waged war against the In- 
dian state, since the Indian army made a bid 
to crush the Sikh rebellion by storming the 
Golden Temple in Amritsar in 1984. This 
week's gesture was not entirely ruined by the 
fact that 84 of the 188 were immediately re- 
arrested for things they are alleged to have 
done before the assault on the Golden Tem- 
ple. The government is saying that it will not 
prosecute those who took up arms in de- 
fence of the temple, a matter of great impor- 
tance to Sikhs. 

Mr Rajiv Gandhi's government has also 
withdrawn some of the wide powers of 
search and arrest that had been given to the 
police in Punjab, and has lifted all restric- 
tions on travel in the state by foreigners. 
The release of the Jodhpur detainees—the 
last of 366 originally held—will do some- 
thing to heal the wound inflicted on Sikh 
feelings by the assault on the Golden Tem- 
ple. It has been welcomed by the head priest 
of the Akal Takht (the “Timeless Throne"), 
the seat of temporal authority in the Sikh 
faith. The decision to allow free movement 
to foreigners in Punjab is directed at the mil- 
lion or more Sikhs living abroad who may 
want to visit Punjab to meet their families, 
arrange weddings or visit their shrines. 

These are the first moves in Mr Gan- 
dhi's plan to restore democracy to Punjab. 
Elections to village, district and municipal 
councils will take place in May and June. An 
election to the state assembly may follow, 





perhaps by November 10th, when the cur- 


rent extension of the central government's 
rule in Punjab comes to an end. 

Mr Gandhi has made the right moves, 
but they come too late. Had he done the 
same things in 1986, when there was an 
elected Sikh government in Punjab, that 
government would have been strengthened 
and the terrorists might have been thor- 
oughly isolated from other Sikhs. Today the 
Akali Dal, which then governed Punjab, is 
hopelessly divided and deeply resentful that 
the central government bundled it out of 
power by declaring president's rule in 1987. 

Since then the terrorists have become a 
smaller but tougher lot. Until last year the 
rebellion was designed to create an autono- 
mous state of Khalistan within the Indian 
union. The government's "Operation Black 
Thunder” last May, in which more than 100 
terrorists were forced to surrender in Amrit- 
sar, ended that dream. Terrorism has cease ' 
to be a means to an end, and become an en 
in itself. 

The period of central-government rule 
has also embittered many ordinary Sikhs. 
The terrorists come at night to extort food, 
money, women. The police come by day. 
Villages along the border with Pakistan 
have lost many inhabitants. Up to Im peo- 
ple live in tents, refugees in their own land. 
Even the village elections in May may pro- 
duce intimidation. They were to have been 
held in December, but were postponed 

hen it turned out that the terrorists were 
uing lists of candidates the villagers had to 
ote for. They may try it again in May. 





China 
For god-king and 
country 


IBET may be “the roof of the world", 

but to Han Chinese who are posted 
there as soldiers, policemen or bureaucrats 
it is the pits. Tibet is one of the poorest of 
China's regions; it is also the most hostile to 
the authorities, whom its people still see as 
occupiers. On March 7th martial law was de- 
clared in the capital, Lhasa, after three days 
of the bloodiest anti-Chinese riots since an 
armed Tibetan uprising 30 years ago failed 
to throw the Chinese out. By mid-week the 
death toll was officially put at 12, including 
one policeman; unofficial estimates ranged 
from 30 to 70. 

The mobs attacked Chinese passers-by, 
wrecked shops, stormed government and 
Communist party buildings and put up bar- 
ricades around the old quarter of the city. 
They demanded independence for Tibet 
and the restoration of their god-king, the 
Dalai Lama, who lives in exile in India. But 
China is adamant that Tibet is part of 
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China. All that is open for negotiation is the 
return of the Dalai Lama. He has offered to 
come home if Tibet is given internal auton- 
omy, leaving China in control of foreign 
and defence policy. The Beijing government 
will not go that far. 

The last thing China needed was even 
more bad publicity over human rights. This 
week's riots followed hard on a very public 
row with the United States over Mr Fang 
Lizhi, China's best known dissident. Last 
month Mr Fang was physically prevented 
from attending a Beijing banquet given by 
President Bush. The new Tibetan embar- 
rassment has come at an awkward time for 
another reason. The death in January of Ti- 
bet's second-ranking spiritual leader, the 
Panchen Lama, removed the one influential 
Tibetan voice prepared to counsel 
moderation. 

The Chinese government is divided on 
how to handle Tibet. Heavy-handed treat- 
ment over the years, including destruction 
of monasteries during the cultural revolu- 
tion 20 years ago, stoked nationalist resent- 
ment. Yet more recent attempts at concilia- 
tion have failed to dampen nationalist 
ardour. The authorities had been expecting 
trouble, since the anniversary of the 1959 
uprising falls on March 10th. 

The Lhasa police, veterans of at least 
three clashes with demonstrators in the past 
18 months, at first kept quiet last week as 
small groups of people, some led by nuns, 
marched through the city calling for Ti- 
betan independence. Once the stones 
started to fly, the police replied with 
machineguns and tear gas. By the early 
hours of March 8th Chinese soldiers had 
moved in force into the Tibetan quarter of 
Lhasa, and foreign tourists had been told to 
be on their way. The city was reported quiet 
again, for now. 





Malaysia 
Old Uneconomic 
Policy 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


NYONE who has tried to understand 
Malaysia during the past two decades 
has had to make sense of the New Economic 
Policy. Even now, when the policy is no 
longer new, its basic idea—legal discrimina- 
tion in favour of the Malay half of the popu- 
lation—seems presumptuous. A debate is 
starting in Malaysia about the future of the 
policy. When it was launched in 1970, it was 
given a life of 20 years. Is its life to be pro- 
longed? Or will something new replace it? 
The government has set up a group 
called the National. Economic Consultative 
Council to advise it on what should come 
next. Some Malaysians say that too many of 


34 


Close but apart 


the council's 150 members are committed to 
the government's line to take a detached 
view. But half the members are non-Malay 
and the council includes some vociferous 
opponents of the prime minister, Dr 
Mahathir Mohamad. Since it met for the 
first time on January 19th, it has been en- 
couragingly argumentative. 

The New Economic Policy was a prod- 
uct of Malaysia’s ethnic divide: Malays make 
up just under half the population, Chinese 
35%, Indians 8%. The balance is spread 
among 16 other groups. When Britain ran 
the country that was to become Malaysia, 


` the Chinese learnt how to dominate busi- 


ness. Many received a western type of educa- 
tion. Most Malays were peasants. But after 
the British left, their numbers gave the Ma- 
lays political power. In 1969 they turned on 
the Chinese. Out of the race riots of that 
year came the policy that gave advantages to 
bumiputras (sons of the soil), who were 
mostly Malay. The devisers of the policy said 
it would help the Malays catch up with the 
Chinese economically, and would promote 
"national integration". 

Has it? The policy appears to have made 
racial violence less likely. The Malays have a 
feeling of security that they did not have 20 
years ago when, despite their numbers, they 
thought of themselves as living under re- 
pression. Malay share-ownership has risen 
from 2.396 of the country's total in 1969 to 
2096 in 1988 (but still well short of the 3096 
target). Today there is a large and well-edu- 
cated Malay middle class. It is, however, 
composed mainly of professionals, many 
with government jobs; Malay entrepreneurs 
are still a rarity. 

The Chinese have been understandably 
upset by the policy of giving Malays privi- 
leged access to a range of desirable things 
from education to share-ownership. They 
point out that the Malays who benefit are 
more likely to be well-to-do civil servants 





than rice farmers or workers on the rubber — 
plantations. Mr Kamal Salih, executive di- 
rector of the Malaysian Institute of Eco- 
nomic Research, says that despite a couple 
of decades of reasonably fast economic 
growth (a real 6.196 a year on average) in- 
equalities have grown. 

The Chinese have used their old 
method of expressing no confidence, which 
is emigration. There has been an exo- 
dus of Chinese capital. In October Mr Ling 
Liong Sik, president of the Malaysian Chi- 
nese Association, suddenly took six weeks' 
unpaid leave from his cabinet job as trans- 
port minister. His party is a member of the 
government coalition dominated by the Ma- 
lays. It was assumed that Mr Ling was mak- 
ing known Chinese dissatisfaction with the 
New Economic Policy. 

The large subsidies and handouts to the 
Malays look increasingly anachronistic in a 
free-market world. The policy has spawnec 
huge government bureaucracy to run it, pt 
viding newly powerful bureaucrats with the 
usual temptations. This corruption, along- 
side the rules about bumiputra ownership, 
has discouraged some foreign firms from in- 
vesting in Malaysia. Neighbouring Thailand 
has cheaper labour than Malaysia, and little 
of its ethnic complication. 

The government of Dr Mahathir, aware 
of all this, has been softening the edges of 
the New Economic Policy over the past two 
years. Businessmen say the government is 
interfering less. Partly as a result, foreign di- 
rect investment rose from M$1.85 billion 
($734m) in 1987 to M$4.35 billion last year. 

In Kuala Lumpur there is praise for this 
relaxation. The Institute of Economic Re- 
search, which has a government connec- 
tion, has come out in favour of a policy that 
emphasises growth and restructuring of the 
economy, and pays less attention to race. It 
is an approach whose time is overdue. 
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WASHINGTON, DC 


y ATURDAY March th is Mr George 
J Bush's 50th day as president of the 





y of activity in 1933, a new presi- 
first hundred days have been seen as 
án setting an agenda and providing a 
3f direction. Even his political allies 
“starting to notice that neither has 
emerged from Mr Bush. | | 
— *. Mr Bush indignantly denies charges of 
inactivity. He claimed on March 7th that “a 
lot is happening”. He suggested that it was 
only Washington insiders who spoke of ad- 
ministration drift or malaise. In Lubbock, 
Texas (Mr Bush's symbol of the week for the 
"real" America), he said, there was a man 
who thought things were going well. 

Well or not, things are indisputably go- 
ing slowly. Perhaps this should not be a sur- 
prise. After all, the Bush campaign offered 
the promise of continuity, not change. Át 
times it seemed like a bid for a third, not a 
first, term. As candidate, Mr Bush followed 
the patterns of modern Ametican politics: 

concentrate on generalities, avoid. specific 

-> (and so vulnerable) policy proposals, focus 

onthe follies of the other candidate. In place 

of ideas and thoughts for the future, he of- 

fered sound-bites and issues of the day. He 

"1$ taken this winning strategy into office 

_ ith him, heedless of the gulf between cam- 

“paigning and governing (or, as one wag puts 
it, between stagecraft and statecraft). 

` Moreover, candidate Bush's main spe- 

cific promise, not to raise taxes, was bound 

to make agenda-setting difficult. The budget 








deficit looms over and paralyses most con- 


ceivable policy initiatives. Some cynical 
_ Democrats think this is why it was created: 
.. Ronald Reagan’s poison pill that for years to 
ome guarantees a welcome inertia in Wash- 
ngton. Mr Bush's first budget goes to some 
engths to avoid tackling the deficit head-on. 
His budget director, Mr Richard Darman, 
till refuses to make detailed proposals for 
utting specific spending programmes. 
~~~ Congress is undoubtedly an obstacle. In 
^: 200-years only one other newly elected presi- 
lent, Mr Richard Nixon, has faced a Con- 
ress with both houses in the hands of the 
osing party—and in 1968, unlike 1988, 
election at least reduced, not increased, 
mocratic majorities. - 



















Nnere tO, Ski ppe r? 


seek to shape events to one 


True, Mr Ronald Reagan showed in 
1981 that one can impose an agenda on a 


recalcitrant Congress, though he had the - 


advantage of a Republican-controlled Sen- 
ate. But what ultimately swayed some Demo- 
crats in the House of Representatives into 
accepting much of Mr Reagan's initial pro- 
gramme was the strength of his winning 
campaign platform. 

Slow appointments have not helped Mr 
Bush, either. Hundreds of political slots are 
still to be filled at the departments of State, 
Treasury, Health and Human Services, 
Commerce and the Interior. Some disillu- 
sioned campaign workers who wanted jobs 


are giving up and leaving town. Vaunted. 


policy reviews are being delayed. Cabinet 
secretaries are busy testifying on Capitol 
Hill even on minor matters because they 
have no juniors to send instead. 

=> The White House personnel director, 
Mr Chase Untermeyer, claims that more 
presidential nominations are in train than at 


the same stage of the 1981 Reagan adminis- 


. tration—and there is anyway less urgency 


about a friendly than a hostile takeover. De- 
spite (or, following Parkinson's law, because 


-of) a growing staff, the Federal Bureau of In- 


vestigation is taking two or three times 
longer to clear nominees than it did 20 vears 
ago—though that is partly because of Mr 
Bush's stringent ethical standards. 

The Senate has processed most nomina- 
tions quickly. The exception was Mr John 
Tower. By March 9th the full Senate had 
spent a whole week debating whether to ac- 
cept Mr Tower as defence secretary, and the 
nomination seemed doomed. Only three 
Democrats had agreed to support Mr Tower 
and one Republican opposed him, leaving 
him several votes short of a majority. A pa- 
thetic Republican proposal to confirm Mr 
Tower for a sixmonths "probation" 
seemed the final humiliation. 

Mr Tower's troubles have held up other 
nominations. More seriously, they have fur- 
ther distracted an administra- 
tion that was already veering 
from the active to the passive: 
from a government that might 


that simply reacts to them. 
That is particularly serious 
for foreign policy. External 





developments do not wait for policy revi 
The administration appears to have 
caught unawares by events in Centra 
ica and by Russia's Middle-East initia 
The Treasury’s stately review of policy: 
ternational debt could be overtake 
events in Venezuela. Despite the 
for Mr Bush's cabinet, his team is 
internationalists--at a time when 
relations matter more to America th: 
It may be too early to judge Mr E: 
at the State Department. But Mr 
Brady, the Treasury secretary since 
has been a disappointment to his fel 
nance ministers. ——— 8 
Even the brighter spots fade 
scrutinised closely. Mr Jack Kemp à 
ing and Mr Samuel Skinner at T 
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INE reason ido Mr Bush's slow start 
ris the vast amount of time officials 
must spend testifying before congres- 
ional. committees, and preparing for 
hat testimony. Confirmation hearings 
are long and detailed, of course, but even 
he normal post-confirmation require- 
ment to testify to Congress imposes a 
heavy burden. 

. Take Washington's four top eco- 
nomic gurus: the treasury secretary, Mr 
Nicholas Brady; the budget director, Mr 
Richard Darman; the chairman of the 
Federal Reserve Board, Mr Alan 
Greenspan; and the chairman of the 
-Council of Economic Advisers, Mr Mr 
chael Boskin. In the 15 working days 
from February 20th to March 10th, Mr 




































SSU ning much higher profiles than 
pde bus he is confirmed as 





° Mir Kemp vill 


question a ad so par ina govern- 

's life. In America in 1989 it is not. For 
y is a much weaker institution 
party nude "Unless à new 

























, ltis this icis dui makes Mr Bush's 
little strategy so risky. It also suggests a 
ssing need for outside allies. Mr Bush be- 
n by calling upon Congress for a new bi- 
artisanship; he has assiduously flattered 
ngressional egos. But behind the superfi- 
ial chumminess, relations with Congress 
ere already souring before the Tower fi- 
jo. Congressional fingers uum to.two 








l've said it once... 


DE travellers, or even the jobs of the 8,500 strik- 





Brady testified on Capitol Hill six times, 
Mr Darman five, Mr Greenspan five and | 
Mr Boskin three. 

One reason for this plethora of hear- | 
ings is that there are so many committees | 
that have an interest in economic policy. | 
Mr Darman, for instance, has given vir- | 
tually the same (usually uninformative) | 
evidence to the Senate and House bud- | 
get committees, the Senate appropria- | 
tions committee and the House waysand | 
means committee. Members of Congress | 
do not always make good use of their | 
own time, either. One senator spent so | 
long on his introductory remarks that his | 
allotted minutes expired before he was | 
able to put a single question to the | 
witness. | 


























men in particular: the president’s chief of 
staff, Mr John Sununu, and his congres- 
sional liaison officer, Mr Fred McClure. 
Neither has much Washington experience, 
and Mr Sununu has a deserved reputation 
for abrasiveness. 

Nor will the press help the president, de- 
spite his innumerable press conferences. 
(When bad weather kept him in town this 
week, he immediately decided to hold yet 
another.) Even journalists eventually get 
bored with style and look for substance. If 
Mr Bush wants to avoid being classified as 
the vice-president who became president 
and kept on doing nothing but attend for- 
eign funerals, he had better supply some 
substance soon. 





Eastern Air Lines 
` Terminal? 


WASHINGTON, DC 


OST of the predictions about the - 


long-expected strike at Eastern Air 

Lines were wrong. The wrongest was East- 

ern's confident belief that its pilots would 

cross the picket lines of the striking machin- 

ists—-mechanics, baggage-handlers and the 
like. They and the flight attendants did not. 

As a result, Eastern was all but shut down 

from the first day. But almost equally wrong 

was the forecast of chaos for travellers. 

Other airlines soaked up the passengers so 

quickly that Pan Am had to cancel some of 
its extra flights on the Boston-New York- 


. Washington route because they were empty. 
. Meanwhile train travellers did not become 


the victims of secondary boycotts. 
- More is at stake than the convenience of 





again (hell. n migl 


nce that Eastern would : sürvi e 
was shrinking fast during the strike's first — 
weak. And the strike was an initiation ritual . - 





for President George Bush in labour rela- 


tions. If he passed, he could expect the same 


 docility from the unions that followed Mr 


Reagan's. firing of the air-traffic controllers 
in 1981. If he failed, the unions would be 
back in business. — 

The strike at Eastern is the culmination 

of a long struggle between the machinists' 
union and airline management, a struggle 
that intensified in 1986 when Mr Frank 
Lorenzo, who broke the unions at Conti- 
nental Airlines by bankrupting the com- 
pany and starting afresh, bought Eastern. 
Since he arrived, Mr Lorenzo has been seek- 
ing a confrontation with Eastern's machin- 
ists to reduce their pay. He has been pre 
vented by the National Mediation Board, 
which forced him to honour contracts with 
the union while negotiations got stuck. (M: 
chinists at Eastern are paid about the san 
as or less than those at other airlines, ana | 
3,500 have already lost their jobs since Mr 
Lorenzo arrived. ) Meanwhile the company 
was losing $1m a day. 
. Mr Lorenzo therefore ere the 
strike. He thought he could keep the airline 
going and hire new non-union machinists. 
But the pilots’ sympathy action, which Mr 
Lorenzo tried and failed to have declared il- 
legal, killed those hopes. Eastern sat idle, 
passengers stopped booking flights and 
losses mounted to perhaps $10m a day. East- 
ern's cash resetves stood at about $350m at 
the start of the strike. 

Mr Lorenzo still had several options, 
which might not leave him worse off than 
before he bought Eastern in the hope of 
turning it and Continental, both owned by 
his own Texas Air, into one giant airline. He 
could sell the company or its assets: princi- 
pally aircraft and valuable. ‘landing slots. 
(One possible buyer is TWA's Mr Carl Icah- 
who said he has been ápproached bythen 
chinists suggesting a deal.) But any buyer of 
assets would have to be wary, because if 
Eastern were later declared bankrupt, credi- 
tors might try to claim them. 

Bankruptcy under chapter 11 is another 
option for Mr Lorenzo, and one that seems 
likely to scare the unions; it looked increas- 
ingly possible on Thursday morning. How- 
ever, Mr Lorenzo's chances of emerging 
afresh from the bankruptcy court, free of 
the unions and with a deal with his credi- 
tors, are remote. Eastern's debts and the un- 
profitable nature of its.main business— 
competitive east-coast routes and cheap Ca- 
ribbean holidays—do not bode well for its- 
future profits. Also, a judge might rule chat 
some of Texas Air’s assets belong to East- - 
ern's creditors; the unions say $800m. has 
been siphoned off to Texas Air. ae 

- The unions hope that Mr Lorenzo will ; 
deade either to honour their «contracts 
Ze. over, too), or 
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UICC CARES ABOUT CHILDREN 


As late as in the nineteen fifties the vast world-wide fight against cancer. 

majority of children with cancer were doo- UICC, The International Union Against 
med. Today about half of them are cured of Cancer, is global, non-profit, non- 

their disease thanks to cancer research. governmental organisation, supported by 
This is very encouraging, — but it means donations, legacies and bequests. 

that we are only halfway there. Its members are more than 250 cancer 
You can help us to go the rest of the way by leagues and societies, cancer hospitals 
supporting UICC, The International and research institutes in more than 
Union Against Cancer, as it leads the 80 countries. 

INTERNATIONAL UNION AGAINST CANCER Vic ) 
3 RUE DU-CONSEIL-GENERAL, 1205 GENEVA, SWITZERLAND. IL Cc 
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Speaking frankly to Frank 


(equally unlikely) to sell the airline to a 
buyer who would honour the contracts. 
Lorenzo's competitors would prefer to see 
Eastern go bust, and are content to wait for 
the asset auction. So the unions' main hope 
is for the strike to spread and cause enough 
chaos to force the government to impose a 
solution on Mr Lorenzo. 

The first step in such an intervention 
would be for the president to respond (as 
presidents have done 33 times out of 33 un- 
til now) to the National Mediation Board's 

all to appoint an emergency panel. That 
„anel would then call off the strike for 60 
days while it found a solution that could be 
imposed by Congress. 

The president and his transport secre- 
tary, Mr Samuel Skinner, have resolutely re- 
jected this idea. Instead, they have made it 
clear that if the strike spreads to railways 
and other airlines they will simply urge Con- 
gress to pass a bill outlawing secondary 
strikes. These are already against the law in 
all industries except transport, a loophole 
that was found by the courts rather than de- 
liberately left open. 

The unions hope that they can win pub- 
lic sympathy by portraying Mr Lorenzo as a 
robber baron. Or, as Mr Lane Kirkland, the 
president of the AFL-CIO, called him, the 
Typhoid Mary of organised labour. The 
unions were heartened by the support of the 
airline pilots. Even some from other airlines 
have been "working to rule" (for example, 
demanding five miles between incoming air- 
craft instead of the customary three). And 





Democrats in Congress have taken the 
unions' side. A House sub-committee voted 
to force the president to intervene, though 
the whole Congress is unlikely to follow 
suit. And the public? It will probably 
sympathise with whoever keeps the trains 
running. 





Television 
The weather 
boom 


WASHINGTON, DC 


LLARD SCOTT is the weather fore- 
caster on NBC's morning television 
show “Today”. To put it like that is mislead- 
ing, though. Not only is he one of the main 
reasons for the show's pre-eminence, but re- 
porting the weather is the smallest part of 
his brief. He also dresses in funny clothes, 
jumps around the studio, doles out birthday 
greetings to viewers and the like. He was the 
master of ceremonies at President George 
Bush's inauguration party. During the inau- 
gural parade, Mrs Bush dived into the crowd 
to kiss him. 

Mr Scott is embroiled in a public dis- 
pute with one of the "Today" show's 
newsreaders, Mr Bryant Gumbel, who has 
more serious ambitions for the programme. 
Last summer Mr Gumbel wrote a caustic di- 
atribe against Mr Scott that he intended to 
be private. As these things happen, it was 
published recently in a newspaper and 
things got sticky on the air. Mr Scott retired 


LI 
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to Florida for a holiday, muttering about 
leaving the programme. The newspape 
USA Today (no connection with the 
sion show) asked readers to telephone in 
their opinions. By 300 to one they sided 
with Mr Scott. On-air apologies and recon- 
ciliations were hastily arranged. \ 

Mr Scott is America's most famous tele- 
vision weatherman, but he has many imita- 
tors at local stations. Mr Bruce Jones of 
WHOI in Peoria says a meteorology degree is 
no longer enough. You must have a talent 
for one-liners. For example, Mr Jones her- 
alded a sharp frost by declaring that the old. 
people at the local nursing home were salt- 
ing their bedpans. And the weatherman, 
like the sportscaster, must be gifted enough 
at the art of conversation to join the anchor- 
people for a little chit-chat at the beginning 
and end of his 3!-minute spiel. ' 

Most stations still demand meteorology 
degrees. Pennsylvania State University, 
which has one of the biggest meteorology 
programmes in the country, has 21 profes- 
sors in the subject, almost twice as many as. 
15 years ago. Of the department's 200 stu- 
dents, a lucky few will go straight on to 
broadcast glory. | 

The Weather Channel is a cable com- 
pany devoted entirely to the weather. It has 
an audience of 38m, growing at 5m a year. It: 
employs about 65 meteorologists behind the 
scenes and 35 on-screen weathermen. But it 
eschews the entertainment approach, 
"Weather", says its president, “is the star at 
the Weather Channel." | 

There is also an accelerating arms race 
between television stations for new technol- 
ogy in weather presentation. Until a year 
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A new cultural arbiter 


WASHINGTON, DC 


RS Terry Rakolta of Bloomfield 
Hills, a suburb of Detroit, has out- 
done Britain's Mrs Mary Whitehouse on 
her first try. With a single letter to each, 
Mrs Rakolta bullied four huge compa- 
nies into withdrawing their sponsorship 
of a television programme she thought 
too lewd. 

The programme she objected to, on 
Fox Television, a fledgling network 
owned by Mr Rupert Murdoch, is called 
"Married... with Children". It is a 
comedy about the family life of the 
Bundys. Mr Al Bundy is a blue-collar sex- 
ist and the humour can get a little bawdy, 
although nothing that a British audience 
would even notice. Mrs Rakolta objected 
to seeing a woman's bra coming off (from 
behind) and two men talking about ho- 
mosexuality (she misunderstood, says 
Fox) while watching the show with her 
children. She wrote to all the sponsors of 


the series. Four, including Procter & | 
Gamble and McDonald's, responded by || 
dropping their commercials. Procter & 
Gamble announced that it objected to 
the Bundys as a “negative portrayal of || 
the American family". Coca-Cola's pres- || 
ident wrote a personal apology to . 
Mrs Rakolta and said that his company |} 
would review the series programme-by- 
programme. 

There is nothing new in advertisers 
steering clear of controversial pro- 
grammes. Last year an episode of the no- | 
toriously  sensationalist chat show : 
"Geraldo" about satanism drew huge au- || 
diences but almost no advertisers. What d 
is new is that advertisers should be so — 
easily scared off a mildly tasteless sit-com. — 
Mrs Rakolta's success with "Married... | 
with Children” has emboldened her to 
set up a watchdog group to alert more ad- 
vertisers to her concerns. 1 
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Willard interviews Henry Kissinger 


























ago, stationary satellite pictures showing 
clouds sufficed. Now most stations put the 
clouds in motion by showing in rapid se- 
quence satellite photographs taken half an 
hour apart. Radar pictures that show where 
it is raining come in weird colours and a 
clock hand rotates slowly over the picture to 
remind people of the radar in old war films. 
- In Washington, Channel 5's Mr Jeff Lawson 
does not stand in the traditional pose before 
a map. He sits before a bank of blinking 
computers. The statistics in the average 
weatherman's evening piece are prodigious. 
— Despite the technology, weather is one 
of the cheapest things a local news show can 
present. It needs two weathermen, com- 
pared with the 15 or so crews required to 
keep the station fed with crime and fire re- 
ports. Most stations order the data ready- 
processed and many of the graphics already 
drawn. Accu-Weather, an international pri- 
| vate weather company based in Pennsylva- 
mia, gathers 25,000 types of information 
rom governments and private companies 
"around the world and digests it into a form 
it can sell to more than 200 television 
rations. 

To fill up the time, and to make sense of 
satellite photographs showing vast swathes 
of the globe, even local weathermen are 
forced to discuss the weather far beyond 


eir immediate region. And people seem to 


- like hearing about the weather in distant 
| s of the country. One explanation is the 
- quest for sensation: somewhere in the coun- 
try a record is surely being broken—for cold 
_ or heat or rainfall. Another explanation is 

Schadenfreude. Nowhere are the weather- 
. watchers more enthusiastic than in Florida, 
where the local weather is monotonously 
sunny but they love hearing about snow- 
. storms in Minnesota. 
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On th 


eme 
Gotcha, for now 


WASHINGTON, DC 


COLORADO company has intro- 

duced the latest weapon in the technol- 
ogy war between the highway police and 
drivers breaking the speed limit. First came 
police radar. Then, in the late 1970s, came 
radar-detectors, now available for around 
$200, selling at the rate of 2m a year, and 
used by 1596 of all drivers, according to one 
survey. These give the speeding driver time 
to slow down. But the police are about to get 
a new weapon. 

International Measurement and Con- 
trol has perfected a speed detector that uses 
infrared lasers, which cannot be sensed by 
radar-detectors. Although the machine is 
ungainly and must be set up off the road 
(unlike traditional radar, which operates 
from a police car) and although it is expen- 
sive (at $3,000, more than triple the cost of 
most mobile radar units), several states are 
planning to test the device. 

An insurance-industry survey finds the 
obvious: more than half the drivers with ra- 
dar-detectors admit to driving faster than 
they would without one, and three-quarters 
say the device has allowed them to escape a 
fine. Yet radar-detectors are banned in only 
two states, Connecticut and Virginia, along 
with the District of Columbia. Efforts to 
outlaw the technology meet vigorous resis- 
tance from a group called RADAR, short for 
Radar Association for Defending Airwave 
Rights, which is financed by the three com- 
panies that dominate the $300m-a-year ra- 
dar-detector industry. 

RADAR marshals a collection of fatuous 
arguments to justify a business that exists 
only to help its customers break the law. 
One, reflected in its title, is that radar-sens- 
ing devices are broadcast receivers just like 
radios, and therefore are protected by the 
constitutional guarantee of free speech. An- 
other is that a citizen has a constitutional 
right to know when he is under police sur- 
veillance (a contention which, if true, would 
make virtually all police detection work im- 
possible). Car and Driver magazine, an ar- 
dent champion of radar-detector rights, 
noted last year that "radar-detectors would 
never be allowed in the Soviet Union." 

RADAR even denies that its devices are 
used for the purpose of speeding. Since po- 
lice patrols tend to congregate near danger- 
ous stretches of road, the organisation ar- 
gues creatively, radar-detectors alert drivers 
and enable them to take special care. Ad- 
vertisements of the biggest detector manu- 
facturer, Cincinnati Microwave (which run 
in otherwise respectable, law-abiding publi- 
cations such as Time and the New Repub- 
lic), urge punters to buy the device because 
police radar sometimes errs. The advertise- 
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A trade-group rival to RADAR was set up 
last year calling itself GUARD, for Group 
United Against Radar- Detectors. One of its 
main backers, the huge Government Em- 
ployees Insurance Company, tried to with- 
hold car insurance from drivers who use ra- 
dar-detectors. A customer took the 
company to court and won, though the case 
is under appeal. 

Meanwhile Ms Janice Lee, president of 
RADAR, has assured the New York Times 
that the detector industry always responds 
to new police technology. The president of 
International Measurement and Control 
says a machine that could jam its laser ma- 
chine would cost at least $1,500. In real 
terms, that is about what the first radar-de- 
tectors cost a decade ago. 





Stars and Stripes 


Protecting 
the flag 


HICAGO has its own little Rushdie af- 

fair. On March 5th a teacher from Vir- 
ginia was charged with the felony of des- 
ecrating the flag of the United States. She 
trod on it. Nearby stood a man who was 
waiting for somebody to do just that. He 
filed a complaint and the police moved in. If 
convicted, the teacher faces a fine of up to 
$1,000 or up to a year in prison. 

The flag in question was part of an ex- 
hibit at the Art Institute of Chicago. Enti- 
tled "What is the proper way to display the 
flag?’’, it consists of photographs of Ameri- 
can flags in various forms: on coffins, being 
burnt by Korean rioters and so on. Beneatl 
the photographs is a book inviting com 
ments. Beneath the book, on the floor, is the 
flag on which Ms Susan Willhoft trod. 

The art student who designed the ex- 
hibit, Mr Scott Tyler, knew what he was do- 


ing. It was bound to attract attention by en- 
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| Candida DOR K 
o. flag factories during last year's cam- 
ign.) Protesters picketed the museum and 
en managed to get the exhibition closed 








ed. In very American and very un- 
shion, the dispute got legalistic but 
ned non-violent... ~ 
e law Ms Willhoft may have broken 
enies iritent to-desecrate) dates from 
68, when protesters against the Vietnam 
were burning American flags. The Su- 
Court has held that the law does not 
he freedom of speech. America’s of- 
ode of etiquette for how to display the 
ind Stripes, on which the law is based, 


na church (in ae and on his right) 


à president. (30 days), a House 
er (ten. days), a cabinet member (until 

ried), or the resident commissioner 
tico (day of death and the next 
onl ‘in the District of Columbia). 


of West Virginia introduced what he 
alls the American Flag Fidelity Act, which 





said, ‘simply do not have enough respect for 


Guer who was. pe American flags to 
he nied States uh with i instructions on 


ic | “Made in America’ label 
B fal supplied) in its place. 
The Taiwanese manufacturer, Ming 


now faces an inquiry by its embar- 
d government. But the company is not 
bothered at the loss of the market; it 
few takers. “I guess Ameticans 
to see their national flag made by for- 
hers," said Mr Ni Feng-Ming, the general 
ger, adding: ' American protectionism 
: ally scary.’ 





LITTLE boy called Joshua was so badly 

beaten by his drunken father that he 
ecame severely retarded and will have to 
nd the rest of his life in an institution. 
e county welfare agency knew about 
hua's plight and did nothing. But the 
upreme Court held, by six to three, that 
is constitutional rights were not violated. 
s the chief justice, Mr William Rehnquist, 
uti it, the constitution protects people from 





ih ade rallies at 


a weekend. The American Civil Liber- 


U nion, sniffing a threat to free expres- — 


ide of «he cletifjman : a flag hold Ke 


February Representative Harley Stag- 


ould prohibit the import: of Stars and 
Stripes from abroad. “Foreign workers", he 


our r national symbol. "The case that sparked 









Decade as Working Americans Report 
Shift in Values." Or so says a press re- 


lease heralding something called “The 


Chivas Regal Report"', a bizarre public- 
relations enterprise by the Seagram li- 
quor company on behalf of its smartest 
brand. Seagram conducted a poll and de- 
cided that “ in its quest for personal hap- 
piness" America "is placing less impor- 
. tance on financial success and more 
emphasis on...” Scotch whisky? No, 
"family and community." 
The president of Seagram, Mr Wil 


liam G. Pietersen (or whoever writes his 





government to protect people from each 
other. 
Poor Joshua is just one of hundreds of 


thousands of victims of child abuse and ne- 
glect in the apparently child-loving United. 


States. A government study last year found 


that known cases of child abuse and neglect _ 


had risen by two-thirds between 1980 and 
1986, from 625,000 cases to Im. The study 
hopefully attributed the rise to ' ‘greater rec- 


- ognition of the problem". | 
The gross numbers are less inflamma-. 


tory than some appalling and widely 
publicised individual cases: like that of qu 
Steinberg, whose adoptive father was re- 
cently convicted of manslaughter after his 


- beatings killed her. Another was five-year- 


old lessica Cortez; in the apartment where 
she died a little boy with broken bones was 
cowering in a cupboard. 

In New York, where both hese girls 
died, last year saw another 125 children die 
of abuse or neglect. In 57 of these cases the 
city’s welfare agencies were aware of the 


risks to the children but failed to place theme 


where they would be safe. 

New Yorkers are now demanding to 
know why. Mayor Koch blames cuts in fed- 
eral funds. But somehow he has managed to 
find the money to hire some new case-work- 


ers, There is no guarantee that they will stay, 
-once they find how difficult the job can be. 
government, it does not. obligate the H 


The record- keeping can sometimes take up 
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| terialism Lose Emphasis for Next 
| 
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-ters of those surveyed 
like to see a return to a simpler, less ma- 


| agreed with the. notion tha 
turn to family values, w 


the past five years? Better evidence than 


-alism is a good way to sell premium- 


. child-beating father. Moth: 


S "often considered to be E era i ambi E 
“tion and avarice”, ended with the stock- 






market crash. His evidence? Th: 
aid they would | 










terialistic society. Near! en in. ten 
yere is a re- 
! he survey. 
does not define. Some 90% described 
their family as a strong source of per- — 
sonal fulfilment. More than 6096 agree. 
that the 1990s will be a time of greater | 
concern for others. p 
Poll questions of this sort can be de- 
signed and interpreted to reach almost 
any desired conclusion. How remarkable 
is it, after all, that 69% (or “all but 31%”, - 
as Seagram puts it) of working Ameri- _ 
cans have done something they are will .| 
ing to label “public-service activity” over — 








this that there has been a change in 
American values is the fact that a clever ^ 
company apparently thinks anti-materi- > 


priced Scotch. Chivas Regal is usually 
marketed with. unabashed dice to vak, 
gar financial display. 





more time than sei desling ‘with un- 
happy families. And even so, there are cases 
where records have been lost—in effect los- 


ing the children themselves. 


Intervention needs to come much ear- 


lier, before the child becomes a case. Too 


often mothers with young children are 


forced to live with unsympathetic relations 


or are reduced, in the end; to returning t toa. 





adequate | if they had more sup 


City sometimes deteriorate "into abusers 


without it. | 
Neighbours may be distressed at the 
screams of children next door, but they are 


. reluctant to intervene. In New Jersey anyone 


who knows of child abuse and fails to report 
it can be sent to jail for six months and fined 


$1,000. But such laws are difficult to en- 


force. Nationwide, about 2m calls reporting 
child abuse were made in 1986; one good es- 


_ timate is that 40% of such charges were sub- 


stantiated, although not all involved physi- 
cal violence. 

. Most child mistreatment— 63906 accord- 
ing to the government—involves neglect, 
not abuse. And neglect may well arise from 
poverty, bad living conditions and lack of 
education. All are treatable if Americans 
care enough about poor families and realise 


that the best way to prevent child neglect in 


the future is to look after families today. 
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Islam's arrow of death 


F KING FAHD of Saudi Arabia, Custo- 
dian of the Two Holy Mosques, would 
like to be remembered as the man who re- 
stored a little sanity between Islam and the 
West, his chance comes on Monday. The Is- 
lamic Conference Organisation, the body 
which pulls together virtually every part of 
-he Muslim world, assembles on March 13th 
or a four-day meeting in Riyadh, the Saudi 
capital. The 1co can hardly avoid delivering 
a judgment of some kind on the mat- 
ter of Ayatollah Khomeini, Mr 
Salman Rushdie and “The Satanic 
Verses”. That judgment will doubt- 
less be oblique, leaving much to be 
read between the lines; but, if the 
message between the lines is that the 
ayatollah does not speak for all Islam, 
a sigh of relief can go up. 

The auguries are not good. The 
lranian government, its doubters si- 
lenced, formally broke diplomatic re- 
lations with Britain on March 7th, be- 
cause Britain still objected to 
Ayatollah Khomeini’s exhortation to 
“all zealous Muslims’ to murder Mr 
Rushdie. With a few exceptions—Jor- 
dan’s minister of religion bravely said 
on March 6th that the ayatollah was 
wrong—the Sunni majority of Islam, 

sually ready to raise eyebrows about 
_wkward Shia Iran, was this week still 
quibbling with the ayatollah about 
procedure, not about the substance 
of his fatwa. In the West some people 
were starting to say they wished Mr 
Rushdie had not written that offen- 
sive book; there was even murmuring 
about the regrettable necessity, perhaps, of 
removing it from circulation. 

The historians will have a fine time de- 
ciding how a political novelist and a political 
cleric, hotheads both, produced this crisis of 
incomprehension between two cultures. It 
seems to have happened in four stages, each 
feeding on the previous one. 

The first Muslim protests about "The 
Satanic Verses", in the Britain of which its 
author is now a citizen, were genuinely pro- 
tests about the book itself. They were pas- 
sionate, but orderly; nobody was killed. The 
publicity they received, however, helped to 
set off a second round of demonstrations, 
this time in the Indian subcontinent, which 
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were much bloodier. The demonstrators in 
Pakistan, and then in India and Bangladesh, 
had wider aims. Some of them were using 
the Rushdie affair as a means of attacking 
what they regarded as their insufficiently 
Muslim (or, in India, non-Muslim) govern- 
ments. Others broadened their target, pre- 
sumably to Mr Rushdie's amazement, to in- 
clude the West, capitalism and the Zionist 
conspiracy among the things he was wick- 





One idea that's too hot to handle 


edly making propaganda for. 

It was at this point that Ayatollah Kho- 
meini appears to have seen what he could 
make of “The Satanic Verses". When he is- 
sued his sentence of death on Mr Rushdie 
on February 14th he may at first have been 
seeking merely to correct the balance of 
power inside Iran. The man who had won a 
revolution against the Shah but then lost 
the Gulf war had recently noticed a sharp 
decline in revolutionary fervour among 
some of his followers. No better pick-me-up, 
he may have thought, than a dose of righ- 
teous religious indignation. 

If this was the ayatollah's calculation, it 
was rapidly overtaken by events. The fourth 


stage of the process was the discovery that 
the declaration by Iran's imam had collected 
an attentive audience among Muslims well | 
beyond Iran itself. For the moment, at any 
rate, Ayatollah Khomeini had changed the 
balance of power in Islam. He had found an — 
issue on which many Sunnis as well as al- — 
most all Shias agreed with him. This had a 
powerful effect. The doubters in Tehran, a — 
group of people around the Speaker of par- | 
liament and the foreign minister, stopped | 
trying to qualify the ayatollah's edict. The 
Russians, who may once have believed they — 
could help to settle the quarrel, quickly - 
dropped the idea: there was no mention of - 
Russian mediation when their foreign minis- 
ter, Mr Edward Shevardnadze, met Britain's | 
Sir Geoffrey Howe on March 6th. e 
The result is a shouting match in 
which neither participant hears what — 
the other is saying. In the liberal 
West, people continue to point out — 
that the issue is not the fact that vari- 
ous passages in “The Satanic Verses" 
were bound to infuriate Muslims. 
The issue is the principle of free 
speech, which requires that even an — 
obsessive book like Mr Rushdie's — 
should be allowed to take part in the © 
great debate which continually re- - 
shapes man's ideas about himself and. — 
the world. r 
[n the past week or so there has 
been some blurring of the free-speech — 
defence. That defence was most pre- 
cisely expressed by Sir Geoffrey — 
Howe, speaking for the British gov- - 
ernment, on March 2nd: 











I do emphasise that we are not uphold- 
ing the right of freedom to speak be- 
cause we like this book . . . It compares - 
Britain with Hitler's Germany. We do - 
not like that... We are not sponsoring — 
the book. What we are sponsoring is the - 
right of people to speak freely, to pub- 





lish freely. 


Three days later ex-President Jimmy Carter 
of the United States put much more empha- 
sis on the offence caused to Muslims, rather 
less on "our duty...to honour western - 
rights of publication". Last weekend the | 
Vatican City’s L'Osservatore Romano, 
without quite saying that the novel should 
be banned, said its “attitudes of hate" justi- 
fied the complaint of blasphemy. The Chief 
Rabbi of Britain, Lord Jakobovits, went a . 
stage further when he wrote on March 4th 
that both Mr Rushdie’s book and. the 
ayatollah's reaction were provocations, and 
should not have been published. One of Is — 
rael’s chief rabbis followed suit. | 
Still, these remain minority voices; most 
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3: of the West continues to insist that the pri- 

= “rity i is free speech, even when what is said 

| es you wrinkle your nose. This contin- 

- ues to make little impression on most Mus- 

E. who insist that the priority is the blas- 

hemy. The Christian equivalent of "The 

tanic Verses" would be a novel that de- 

) Mied the divinity of Christ and said the Gos- 

pels were fiction. Since the Reformation the 

- western world has got used to hearing such 

things said, for each listener to agree or dis- 

. agree with as he wishes. The Muslim world 
has not yet gone through a Reformation. 

_ Some individual Muslims see the free- 

= speech point. The chairman of the Imams 

. and Mosque Council in Britain, Mr Zaki 


Badawi, has commendably offered his home 
as asylum to Mr Rushdie. But most of the 
institutions of official Islam still decline to 
turn their moral backs on Ayatollah Kho- 
meini. The furthest they are prepared to go 
is to say that the ayatollah may have been 
wrong in the way in which he set about 
bringing Mr Rushdie to judgment. 

The Islamic Conference Organisation, 
in a meeting on February 28th, suggested 
that the charge of blasphemy should more 
properly have been dealt with in the Islamic 
courts. The authorities of Cairo’s al-Azhar 
mosque and university, a centre of Islamic 
authority (see page 95), argue that Mr 
Rushdie should be given his chance to re- 


pent before being subjected to due process 
of Islamic law. This is slightly better than in- 
viting any “zealous Muslim" to kill him; but 
it is still on the other side of a gulf from the 
idea that, subject only to the laws of libel 
and perhaps of national security, the written 
word should be free. 

Next week’s meeting in Riyadh cannot 
bridge this gulf; history will have to roll on 
before that happens. Yet for Islam’s sake as 
well as the West's, it needs to be made clear 
that nobody can use Islam's name to send a 
private army of “executioners” out into the 
world. If King Fahd gets that said next week, 
no matter how delicate the phrasing, he will 
win multi-denominational thanks. 





* 


i Brazil and the Amazon 


It S our forest to burn if we want to 


As Esos OUR BRAZIL CORRESPONDENT 


OST of Brazil's leaders are absolutely 
sure that dark forces lie behind inter- 
. national protests over the destruction of the 
- Amazon's rain forests. They believe that 
-. their resource-rich nation is destined to be- 
come a big economic power and that every- 
- thing done "against" Brazil—including the 
. Campaign to protect the forests—is in- 
. tended to hold back its development. Other 
— Latin Americans say they agree. At a meet- 
ing of the Amazon pact in Quito this week, 
- Ecuador's President Rodrigo Borja declared: 
"We will not permit external interference in 

- Amazon affairs." 

The developed world, Brazil's President 
| José Sarney argues, is principally to blame 
for the emission of damaging gases and the 

depletion of the earth's ozone layer. His for- 
eign ministry points out that the average 
erican consumes 15 times more energy 
than the average Brazilian. The Brazilian 
army scoffs at any suggestion of interna- 
tional monitoring of the region. Modest 
Jh proposals for debt-for-nature swaps to help 
ce Brazilian environmental organisa- 
_ tions are dismissed as foreign meddling. 
= . But Brazil’s sensitivity also reflects its 
. defensiveness in the face of world- 
- wide criticism. “In all my years in the 
E service, l have never known such 
pressure,” says Mr Paulo Tarso 
Flecha de Lima, the secretary-general 
at the foreign ministry, “and I include 
[President] ^ Carter's campaigns 
. against our nuclear programme and 
on human rights.” 
= The headlines began last August 
— when the annual burning of the rain 
4 forest by farmers coincided with the 
A American drought. Last December' S 
r murder of a rubber tappers' leader 
who had turned ecologist and 
E organised the Indians, Francisco 
. Mendes, seemed to dramatise Brazil’s 
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indifference to protection of the Amazon. 

The latest controversies have high- 
lighted the clash between development and 
environmental priorities. Some 400 Indians 
and an equal number of ecologists and jour- 
nalists gathered in the Amazon town of Al- 
tamira last month to protest against the con- 
struction of the $5.8 billion Kararao hydro- 
electric dam on the River Xingu (see map). If 
it is completed the dam will flood Indian 
lands as well as virgin forest. The govern- 
ment argues that Brazil is forced to import 
oil and discouraged from developing its 
struggling nuclear programme. It therefore 
has to tap cheap and plentiful hydro-electric 
resources in the Amazon. It intends the Am- 
azon region to provide a third of the coun- 
try's energy by the year 2010. 

Almost simultaneously, word broke 
that the government of the north-western 
state of Acre was asking Japan to pay for a 
new road through the jungle that would link 
up with Peru's road network and give Brazil 
an opening to the Pacific. Three American 
senators learned of the highway during a 
trip to Acre and persuaded President Bush 
to raise the subject with the Japanese prime 
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No dam in my backyard, please 


minister, Mr Noboru Takeshita, during Em- 

peror Hirohito's funeral in Tokyo. Japan de- 

nied that it was considering such a projec 
but all this infuriated the Brazilians. Pres. 
dent Sarney promptly embraced the high- 
way project as a national priority. He prom- 
ised that the road would be built with or 
without Japanese credits. 

Environmentalists are right to be wor- 
ried. The BR364 highway from Cuiaba 
to Porto Velho opened up the state of 
Rondonia to hundreds of thousands 
of settlers who, in a decade, have de- 
stroyed 2396 of its forest, often clear- 
ing land that is quickly abandoned as 
unsuitable for farming. The Inter- 
American Development Bank has 
suspended money for paving the road 
as far as Rio Branco, the state capital 
of Acre, because of pressure from 
American ecologists. They say that 
building a new road from Rio Branco 
to Pucallpa in Peru would expose a 
vast new region to destruction. 

But Brazil also has a point. At 
present Acre is isolated. Even if its 
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E "Serendipity" is a word cry- 
TJ ing out for an opposite. It 
/,. would sum up the bad luck 
?' of those who, having 
29 sought a solution to one 
* problem, find that it begets 
" a bigger problem undreamt 
! koe It. would capture the irony of 
he chlorofluorocarbons (CFCS), gases 
Which are extremely stable and therefore 
perfect 
refrigeration, but which can. therefore 
Lo su e long journey to the strato- 
| sphere ind disrupt the delicate Semin 
of the zone layer, =- 
ie depletion of the ozone faves in- 
ses the amount of dangerous ultra- 
iolet radiation reaching the earth’s sur- 
ace. The technology to replace CFCs in 
|. many applications is already available; 
| and in rich countries the political will to 
do so is growing. Just before a 123-nation 
conference in London this week on sav- 
ing the ozone layer, the European Com- 
munity and the United States an- 
| 
| 
i 
E 

















nounced their intention to ban CFes— 
perhaps by as early as the mid-1990s in 
the case of the Europeans. — 

Poorer countries face a different 
problem. Át present they use virtually no 
CFCs. India and China, with a third of 
the world's population, use 296 of its 
CFCs. To be good global citizens they 

| must resist the temptation to use more of 
AP the gases as their economies grow. "They 

| need not go through a CFC phase at all," 
7 says Mrs Margaret Thatcher. But she ac- 





connection to Porto Velho is completed, its 
|. Kports of timber, rubber and Brazil nuts 
< ust travel twice as far to Brazilian ports as 
they would to the Pacific. Freight costs for 
‘soyabean exports to Japan from Mato 
Grosso state would be slashed by direct ship- 
ment through Peru, no doubt squeezing 
American competitors. The $300m highway 
"would also please the army. It has long 
dreamed of building a road close to the pe- 
i rimeter of its northern borders with Peru, 
Colombia, Venezuela, Guyana, Surinam 

be and French Guiana. 
^. '. Foreign complaints about Brazil's treat- 
- mentofthe Amazon have nonetheless made 
~~ Brazilian environmental groups, including 
= the country’s small green party, suddenly 
fashionable in the press. More important, 
the powerful Tv Globo network has taken 
up the cause. The environment seems likely 
* to become an issue in November's presiden- 
ial election. Just possibly, Brazilians will one 
day conclude that it is in their own interest 
rotect the Amazon. 








‘for ‘many good causes, such as 


If, as they look back, the people of the 


knowledges that in order to avoid it the 
developing world will expect the help of 
the rich countries. 

Many delegates at the London confer- 
ence favoured creating a “world atmo- 
sphere fund”, probably under the aus- 
pices of the United Nations 
Environmental Programme, to pay for 
the transfer of ozone-friendly technology 
from north to south. Alternatively, the 
technology could be paid for under bilat- 
eral agreements or debt-swaps. 

If such arrangements can be made, 
poor countries may be willing to sign the 
Montreal Protocol, an agreement on 
CFCs signed by 21 countries in 1987 and 
more since. In London 20 extra coun- 
tries promised to sign up, bringing the 
total to 53. Unfortunately, the protocol's 
aim to cut the 1986 level of CFC emis- 
sions in half by 1996 is now considered 
far too low. And there are other gases to 
be got rid of: the halons in fire extin- 
guishers, which are covered by the proto- 
col, and—according to some scientists— 
carbon tetrachloride and methyl chloro- 
form, which are not. 

A wider lesson to take home from 
London is that it may be possible to meet 
a global problem with a global response. 


twenty-third century see the ozone crisis 
as the beginning of such sensible global- 
ism, they may detect a serendipitous side 
to it—as the ozone layer above them fi- 


nally restores itself to the more healthy - 
levels of the 1960s. 


vent 
way tc to the bank - 


FROM A SPECIAL CORRESPONDENT IN CARACAS 


-AT LEAST 300 and perhaps as many as 
L-A 600 people may have died but, for the 





moment, President Carlos Andres Perez is 


standing firm. The economic reforms that 
touched off a spasm of rioting, shooting and 
looting throughout Venezuela on February 
27th are to go ahead. So, it seems, are the 
interest payments on the country's $38 bil- 
lion of foreign debt (see chart). 

Before the rioting subsided, the presi- 
dent showed signs of backing down. "The 
disturbances were the result of a crisis that 
can be written in capital letters: the foreign 
debt," he said. At one point he hinted that 
Venezuela would suspend interest payments 
(repayment of the principal is already sus- 
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pended). But his chief debt negotiator in - 


New York said that the onsidante $ rema 
had been misunderstood. | 

With barely a pause to sigh ith. re 
the American Treasury and a committe: 
commercial banks are scrambling to co 
up with bridging loans of more than $ 
lion to tide Venezuela over until $1.8 bill 
of new IMF money can be secured some t 
in the spring. Venezuela is hoping evet 
ally to obtain $1.6 billion from the ban 
m $3.78 billion over three years fror 
IMF. Ás with Mexico's unused $3.5 b 
bridging loan. from America last autu 
the conditions of any new Treasury loa 
Venezuela will probably be kept secret. 

Even for those not already sceptic 
Mr James Baker's debt-reduction “plan’ 
1985, the Venezuelan. mayhem raises tr 
bling questions. Mr Baker wanted the ba: 
to lend more to the debtor countries on c 
dition that the debtors reformed their ec 
omies and began to grow their way oüt 
debt. Instead, the banks cut their lend 
where they could, while many of the debt 
flinched at the needed reforms. Venezu 
one of the countries where the Baker 
should be working. It has been demo 
for 31 years; its newly elected presiden: 
deemed both competent and popul 
Venezuela cannot adopt sound po 
without bloodshed, the outlook is blea 
the jittery new democracies in Peru, I 
and Argentina. 

The recent disorder points to de 
gest failure of the Baker approach. The. 
itor countries, acting through the mt 
the World Bank, have done too little t 
ward the reforming debtors. Venezuel: 
confirmed that the best way to get pr 
help from America is to let a political e 
gency develop. New credit can then be 
tracted under duress. A believable prom 
that the reforming countries would see 
foreign capital in return for their effo 
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would make a big difference. Governments 
such as Venezuela's would find it easier to 
justify austerity to their voters. 

However, President Perez could also 
learn from his friend, Mexico's President 
Carlos Salinas de Gortari. The Mexicans are 
careful not to announce austerity measures 
until they have negotiated wage increases 
that partly offset them, and so cushion the 
blow. Mr Perez stunned Venezuela with 


‘price increases and left the good news about 


increases in wages and subsidies until the 
killing had started. When real wages have 
dropped almost 4096 in six years, the rage 
people feel is not easily contained. 





Drug smuggling 


Only Mexicans 
need apply 


FROM OUR MEXICO CORRESPONDENT 


HE new government of Mr Carlos Sali- 

nas de Gortari seems to be getting tough 
with Mexico’s drug dealers. This is not be- 
cause Mexicans feel particularly guilty about 
the devastation that cocaine is causing in 
the inner cities of the United States. Ameri- 
ca's consumption, many Mexicans argue, is 
America's problem: dry up the demand for 
the stuff, and Mexicans will try selling some- 
thing else. The problem as the Mexicans see 
it is that increasingly it is Colombians, not 
Mexicans, who benefit from drug sales. 

[n 1985 an American undercover agent, 
Enrique Camarena, was tortured and killed 
by Mexican drug traffickers. The murdered 
man had been working from the American 
consulate in Guadalajara, in Jalisco state; Ja- 
lisco had been developing profitably as an 
entrepot for Colombian cocaine on its way 
north. The Mexican authorities wasted no 
energy tracing the murderers, but cracked 
down on trafficking in that area. As the 
Mexican cocaine barons were arrested, Co- 
lombians moved in to take their place. 

Colombia's notorious drug cartels dom- 
inate their country's economy. When it suits 
them they openly defy and intimidate the 
elected government. Mexican governments, 
on the other hand, like to feel in charge. Mr 
Salinas's team does not want Colombian 
power on its home ground, especially while 
his policy is to privatise strategic industries, 
airlines and public utilities. With cocaine in 
such demand, what could stop drug money 
from buying control? 

Foreign observers in Mexico reckon 
that, by 1985, at least a third of the officials 
meant to fight drug trafficking had been 
bribed or frightened into collaborating with 
the traffickers. That may have changed. In a 
report to the United States Congress on 
March 1st, the State Department noted 
"improvements in several areas". American 
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officials who are normally rude about Mexi- 
co's drug-prevention record are encouraged 
by Mr Salinas's apparent willingness, in his 
own words, to make life miserable for the 
drug traffickers before they make life miser- 
able for the Mexican people. 

In public, visiting American Congress 
men have been full of praise for Mr Salinas. 
They may be a little more sceptical in pri- 
vate. The signals from the Salinas govern- 
ment have been mixed. While Jalisco state 
was developing as a drugs entrepot, and dur- 
ing the ineffectual hunt for Mr Camarena's 
murderers, the state governor was Mr 
Enrique Alvarez del Castillo. He has re- 
cently been appointed attorney-general in 
Mr Salinas’s administration. 

When he wants to, Mr Salinas moves 
swiftly and ruthlessly. He has arrested the 
chief of the country’s oil workers’ union, as 
well as several powerful financiers said to 
have been involved in share manipulation. 
Some Mexicans believe that the defence 
ministry has given unofficial orders that any 
soldier caught dealing in drugs should not 
be prosecuted but simply killed. When fed- 
eral troops from the capital were sent to the 
town of Tepic in December to suppress a 
prison rebellion, five prisoners were massa- 
cred well after the incident was over. 





Mexico guards its poppies 


Mexican presidents usually court popu- 
larity during the first year or two of their six- 
year term of office, then throw their weight 
around towards the end. If Mr Salinas acts 
with such force now, what sort of a place will 


Mexico be in 1994? 





South Africa 


Why they want P.W. to go quietly 


FROM OUR SOUTH AFRICA CORRESPONDENT 





O, exactly, is running South Af 

rica? After he suffered a stroke in Jan- 

uary, President P.W. Botha resigned as party 
boss. His place was taken by the education 
minister, Mr F.W. de Klerk. While the presi- 
dent convalesced, the ruling National party 
learnt to enjoy life without him. On March 
2nd, however, Mr Botha announced that he 
did not intend to give up the presidency. He 
planned to resume his duties after Easter 


and even, perhaps, try for another five years 
in the job. 

News of Mr Botha's robust spirits has 
caused consternation in a party that has 
switched allegiance surprisingly fast from 
the 73-year-old president to its new 52-year- 
old leader. In his few weeks at the top of th 
party Mr de Klerk has revived its enthus. 
asm for "renewal", and boosted its belief 
that it can win the general election that must 
be held by March 1990. 

Many Nationalists want that election 
right away. Their main rivals, Mr Andries 
Treurnicht’s far-right Conservatives, are be- 
ing hurt by black consumer strikes in places 
where newly elected Conservative town 
councils have tried to restore “petty apart- 
heid” (see box on next page). Meanwhile, 
the parties on the Nationalists’ left—the 
Progressive Federal party, the National 
Democratic Movement and the Indepen- 
dents—have agreed to merge but are bicker- 
ing about who should lead them. 

However, it is the president, not the 
party, who sets the date of a general election. 
That is why, on March 4th, Mr de Klerk 
warned Mr Botha that the time for frank dis- 
cussions on his retirement was "fast ap- 
proaching’’. The party is anxious to avoid a 
damaging public fight. That might take the 
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white satisfaction with the government at its 
highest level fora decade. — — 
.. On March 9th the leaders of the party G 


ur provincial branches—including Mr de 
bly to ask him to step aside gracefully. Awk- 


said to be urging him to stay, not least 
cause they rightly expect his going to put 
ir own power in jeopardy. 

There are many such people. Since his 
uguration in 1984, Mr Botha has estab- 
shed an imperial presidency of much pomp 
i splendour. When he became prime min- 
ter in 1978, the prime minister's office had 
aff of just over 30 people. Today, as presi- 
ent, Mr Botha is served by nearly five times 
many officials, a fifth of whom rank 
ong the most influential and best-paid 
I servants in the land. 

-Chief among them is Mr Jannie Roux, a 
rmer brigadier-general in the prison ser- 
e who is now director-general of the presi- 
's office and known widely in South Af- 
as “J. R.", after the ruthless anti-hero of 
American soap opera "Dallas". But the 
who stand to lose from Mr Botha’s fall 
tch far beyond his presidential staff. 
hey include thousands of members of the 
rmed forces, the police and the intelligence 
etvices who staff the pervasive "National 
ecurity Management System" which grew 
p under Mr Botha. Mr de Klerk appears to 
ave little patience with these men. 

... Mr Botha may decide to accept the ad- 


attle to remove him could turn into a fight 
powerful men in the president’s palace. 
"are worse than 
nada’s opposition parties 
rilliant losers 

ROM OUR CANADA CORRESPONDENT . l 


T HAS become the fate of the socialist 








nost popular of Canada's politicians but 
ver to see them govern. In the party's 28 
ars there have been three such men. 
mmy Douglas, a Baptist preacher, led the 
rty for a decade with evangelical zest. Da- 
id Lewis, a Polish-born Rhodes Scholar 
d union organiser, was the best orator of 
3 day but dropped out after two punishing 
ction campaigns. | Now Mr Ed Broadbent, 





ounced his decision to retire. 

Mr Broadbent was once a political-sci- 
> professor given to rambling speeches _ 
ractical jokes. i Yet he matured: quickly - 
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Tae Rapor, on March o 


lerk—went to see the president, presum- - 


dly, a lot of the president's own advisers — 


: vice to step aside quietly. If he does not, the 
etween the party in parliament and the 


“hose "toadies' e the Afrikaans | 


New Democrats to produce some of the - 
. opposition.to Mr Brian Mulroney and his 
Conservatives. The summer days of. 1987 a 
when the New Democrats led the opinion - 


as led the party for half its lifetime, has 


Whites only—except, please, in shops 


FROM OUR SOUTH AFRICA CORRESPONDENT 


| 
OWER comes out of the barrel of a 
wallet, it is being said in South Af- 
| rica. As their spending power grows (see 
| chart), black consumers are learning to 
| use this power. Their latest target is the 
| Transvaal mining town of Carltonville, 
one of a string of towns that fell to Mr 
| Andries  Treurnicht's Conservative 
party in last October’s local elections. 
| When the newly elected town council 
| tried to ban blacks from three of 
| Carltonville’s public parks, the blacks 
| hit back with a boycott of white shops. 
| The clash is, among other things, a trial 
of strength between the 
town's white and black 
miners. About 70,000 black 
mine workers live around 
| Carltonville, many of 
| whom are members of the 
| 


militantly anti-apartheid 
National Union of 
Mineworkers. 


The boycott is hurting. 
A survey of 139 businesses 
in the town conducted by 
the local chamber of com- 
merce found that more 
than half (5396) reckoned 
their sales had dropped by 
40-10096 since the boycott 
was imposed on February — 


ith. ind half the busi- 


boycott continued much longer. 











nesses surveyed planned to lay off staff, 
and a quarter expected to close if the 


Under South Africa's state of emer- 
gency, it is an offence to organise boy- 
cotts of this kind. When blacks used sim- 
ilar tactics during the troubles of 1985- 
86, the government. took ruthless action 
to stop them. This time, with. one eye on 
the general election it must hold by 
March 1990, the ruling National party is 
standing back and enjoying the Conser- 
vatives' discomfiture. | 

An opinion poll conducted in Boks- 
burg, a town controlled by 

the Conservatives, after the 
- start of a similar. boycott 
three months ago showed a 
-sharp decline in support for 
‘the Conservatives. That 
boycott continues despite a 
threat from the town coun- 
cil to retaliate by rationing 
the supply of electricity and 
water to the nearby Col- 
oured (mixed-race) town- 
- ship of Reiger Park. A lot of 
whites like the idea of 
bringing back the "petty 
apartheid" that has disap- 
peared fróm many towns 
‘and cities. But not, it seems,- 








“You know, some fellows grow in this busi- 
ness and some fellows swell," said one vet- 
eran Tory prime minister. 


paigns he has never won more than 20% of 
the national vote for his party. 


In last November’s election the. New: l 


Democrats won 43 seats, 11 more than ever 


before. But 33 of those seats are in western 
Canada. The party fared dismally in the - 


heartland of Ontario and Quebec, where 
Mr John Turner's Liberals were the main 


polls across Canada are à distant memory. 
The party will choose its new leader in 

November. 

stalking once-forbidden prey. One, Mr lan 


Waddell, wants the party to withdraw its ` 


support from Mr Mulroney's ias l 
à sial Meech Lake accord, which call 


“a distinct society’ ' within Canada. The Na- 
tional Democrats: plan nationwide public 


. hearings on the accord. | 
This: could eaten the hand of 


“That fellow - 
growed.” Today Mr Broadbent is. probably 
the most popular and respected political . 


! parliament: for the Yu 
. leader in Canada. Yet in four election cam- 


. Meech Lake—which 
prevent their territor 
 moted into a province. | 
now the caucus chairman, is likely to be the — 


Already some aspirants are ^ lead 2 
“want the part 
» the | free-tra 


sQuebec . d | 


i Meech Lake's opponents in Manitoba, one 


of two provinces that have yet to ratify it; 
and it may help the leadership campaign of 
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Mrs Audrey McLaughlin, who as member of 








kon also oppose 
Yukoners fear migl 
om ever being pro- 


-Mrs McLaughlin, 





single woman candidate among perhaps a. 


dozen men. 


The Liberals may also change leaders - 


soon. Mr John Turner has twice lost to Mr 


Mulroney and has little prospect of regain- 
ing the old Liberal stronghold of Quebec. 
Mr Paul Martin, son of a former foreign 
minister and one of the most carefully 


watched of the Liberal pretenders, is also 
, putting distance . between himself and. his 
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Where's the beef? 


OR most Russians, the true test of Mr 
Mikhail Gorbachev's revolution is 
whether it produces more meat. That is not 
the only reason why the Communist party's 
long-delayed meeting to discuss agriculture, 
due to begin on March 15th, matters a lot. 
The debate over farm reform goes to the 
"eart of the argument over how far Russia 
an privatise and still call itself communist. 
And next week's meeting is a chance to see 
how powerful the Politburo's best-known 
conservative, Mr Yegor Ligachev, remains. 
Last September Mr Gorbachev reduced the 
Ligachev challenge by shifting him from 
what is normally the number-two job in the 
Soviet hierarchy, that of ideology supremo. 
Mr Gorbachev may yet regret shifting him 
only as far as the vital agriculture portfolio. 

Food supplies in the Soviet Union are 
still abysmal, despite all the hard currency 
spent on imported grain and despite Mr 
Gorbachev's claims of increased production 
over the past three years (grain output up by 
1976 compared with 1981-83, meat by 1596, 
milk and eggs by 996). Russians have not no- 
ticed the difference, partly because about a 
third of the food produced rots before it 
reaches the shops. In parts of the country, 
meat and sugar are rationed. Even in privi- 
leged Moscow there are long queues for 

sod, except at the expensive private mar- 
«ets, where a kilo of tomatoes from Azerbai- 
jan costs more than a day's average wage. 
Russians do not go hungry, but they eat on 
average little more than one-third as much 
meat as Americans. Especially now that they 
have more roubles to spend, they want to 
eat more meat and fewer potatoes. 

The roots of Soviet farming’s troubles 
go back to Stalin's collectivisation in the 
1930s. Apart from producing mass famine, 
this created a system run by bureaucrats 
who tell farmers how to do their job. The 
Soviet Union is said to have about 14m 
"farm workers", but 4m of them are bureau- 
crats. That helps explain why, despite its 
14m farmers, Russia is a huge food-im- 
porter, while America, with only 3m farm- 
ers, is a huge food exporter. 

Realising that the fate of perestroika 
may depend on it, Mr Gorbachev has been 
desperate to get more food to consumers. 
He has even been asking arms-producing 
ministries to help: the ministry that makes 





nuclear warheads is to handle milk-process- 
ing equipment, while the ministry for avia- 
tion industry is to make canning and pack- 
ing lines. Better, his ideas for reforming the 
farms themselves have become steadily more 
radical. 

He knew that just throwing more rou- 
bles at the farms was not the answer (even 
so, 88 billion roubles were invested over the 
past three years, without noticeably easing 
food shortages). Better incentives and orga- 
nisation were needed. Unfortunately, his 
first effort was to create, in 1985, a thing 
called Gosagroprom, formed by merging six 
farm-related ministries into one super-min- 
istry. The idea was to cut departmental bar- 
riers in the farm bureaucracy. Mr Gorba- 
chev, who was himself the Central 
Committee’s man in charge of agriculture 
before he became party boss, should have 
known better. The super-ministry turned 
out to be a super-monster. 

In January Moscow News called “this 
immature and poorly conceived idea” a fail- 
ure. This week Pravda printed a withering 
attack on Gosagroprom, where an order is- 
sued by the chairman apparently passes 
through 32 stages before it reaches the farm. 
The question of how far to cut 
Gosagroprom, and the bloated farm bureau- 
cracy in general, has been one of the main 
arguments between reformers and conserva- 
tives in the run-up to next week's Central 
Committee meeting. 

Another argument is over "leasing". 
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Bags of trouble 


This is the bold idea for farm reform that Mr 
Gorbachev started to throw his weight be- 
hind last year. He wants to make farmers. 
"masters of the land" again by letting them — 
lease land and equipment for periods of up — 
to 50 years. So far, apart from signs of en- - 
thusiasm in the adventurous Baltic repub- - 
lics, the response to the leasing idea has. 
been disappointing. E 
Part of the trouble is technical: in a 
country where there has been no proper | 
price on land, working out lease contracts is 
tricky. But the problems go deeper. The 
farmers themselves have been collectivised - 
into a rural proletariat; few of them, it 
seems, are keen to become hard-working - 
peasants, and memories of Stalin's persecu- 
tion of "rich" peasants (kulaks) live on. The 
4m farm bureaucrats who should be helping. 
to arrange leases that make farmers indepen- 
dent would in doing so be arranging them- 
selves out of a job. In their view, long leases 
amount to privatisation (which they do) anc Fr 
are incompatible with communism. 5 
To stand a chance of working, leasing 
needs vigorous promotion from the top. But 
the top is divided, with Mr Ligachev mark- - 
edly less keen on the idea than Mr Gorba- 
chev. In the Ukraine last month, Mr Gorba- 
chev was saying that "no stereotypes and — 
dogmas must stand in the way of resolving — 
the food problem." A week later in Omsk, 
asked if loss-making collective farms should 
be turned over to leaseholders, Mr Ligachev - 
said that "it was not for this that we estab- _ 
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e is no sign of it yet. Compromise d 
fing. are an unlikely way of | eaping 


THAT are My i - Mikhail 
‘Gorbachev’ s. chances: z surviving 
as Communist party leader in the Soviet 
inion? The Economist put the question 
to ten people: a former American na- 
onal - security. adviser (Mr Zbigniew 
inski), a Yugoslav politician-turned- 
ent (Mr Milovan Djilas), a recently 
ed British ambassador in Moscow 
ir Bryan Cartledge), communism- 
watchers from the United States, Austria 
cand France (Messrs Jerry Hough, 
Paul Lendvai and Michel Tatu), 
experienced journalists from 
. Hungary and. Poland, and two 
western correspondents in Mos- 
cow. Weather-watchers swear by 
barometers; for Gorbachev- 
watchers, here's a Gorbometer. 
«^ It says that Mr Gorbachev 
has a 90% chance of surviving as 
party boss for another year, a 
5% chance of staying on 
or three years, and a 6696 
hance of being in charge 
Or. the next five years. 
These averages mask a 
sharp difference of opinion 
within our panel. Most of 
those asked are bullish 
about Mr  Gorbachev's 
short-time survivability (six 
‘out of ten are completely anin that 
he will still be party boss a year from 
now); others are less sure. 
|^. The least sure is Mr Tatu, Le 
: Monde's excellent Kremlinologist, who 
-gives Mr Gorbachev only a 45% chance 
f staying on for another year. He reck- 
ins there is a strong chance that Mr Gor- 
achev will be "got rid of’, because of 
mounting opposition and the lack of re- 
“sults from his economic reforms. The 
ext 18 months are crucial; if he can sur- 
vive them, Mr Tatu believes, then his 
| hances of staying on for three or five 
years IB DTGVE: drastically. 
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_about to be thrown out as party leader. 





. Down to business 


FTER three days of speechifying from 
their foreign ministers, negotiators 


from the 23 countries of NATO and the War- | 
saw pact sat down together in Vienna on 
March 9th in an effort to cut their non-nu- 


clear forces in Europe. Europe, for their pur- 
poses, stretches from the Atlantic to the 
Urals, but also includes Britain, Iceland, the 

zores and the Canaries. One small region 
of southern Turkey is left out. Encourag- 


Mr Brzezinski also has doubts about | 
Mr Gorbachev’s survival (he gives hima | 
45% chance of being in charge in five | 
years’ time), but is quick to qualify them: ; 
“I am far more confident in stating that | 
his policies will fail than in making judg- | 
ments on-his staying in power." Notev- | 
erybody shares this pessimism about Mr | 
Gorbachev’s policies (Mr Hough, in par- 
ticular, is convinced that the reforms will | 
work), but many do. Mr Lendvai predicts | 
that “Gorbachev will stay but | 
will be de-Gorbachevised": con- | 
servative resistance will wear | 
down his radicalism. | 
YEARS What if Mr Gorbachev goes? | 
None of those asked thinks that | 
his reforms are completely re- 
versible. Communist ideology 
has started to unravel; what has 
been said cannot be unsaid. But | 
some of the reforms may be | 
shakier than others. Mr | 
Brzezinski thinks economic 
restructuring will continue 
("even Gorbachev's oppo- 
nents want perestroika”), | 
but reckons that glasnost is | 
much more reversible. Oth- 
ers reckon the likeliest suc- | 
cessor to Mr Gorbachev 
would be a more cautious 
reformer (the prime minister, Mr Nikolai 
Ryzhkov, is a possible candidate), not an 
out-and-out conservative. 

So, roughly, our Gorbometer points 
to "fair" for Mr Gorbachev’s survival, 
while the outlook for his policies reads 
“changeable”. Beware of taking any of © 
these predictions too seriously. Nobody, 
probably not even Mr Gorbachev, 
guessed four years ago that such a radical | 
attempt at reform would now be under | 
way. And back in October 1964 the best- | 
placed Kremlin-watcher ofall, one Nikita 


rari had no idea that he was 








ingly, 
not that far apart. . ~ 





the two sides’ opening positions 2 are 


The western allies’ wee was out- 
lined on March 6th by Britain’s foreign sec- 
retary, Sir Geoffrey Howe. It calls for both 
sides to cut to the same levels, slightly below 
NATO’s present numbers, in tanks, 


armoured personnel-carriers and artillery. 
No single country could possess more than 


30% of the total allowed to both sides in any 
of these three categories. And for each alli- 
ance there would be limits on the number of 
these weapons which could be stationed 
outside the county that owns them (see ta- 
ble on page 49). 

This would require much diner cuts by 
the Warsaw pact than by NATO. The Soviet 
Union has already accepted the idea of mak- 
ing the big cuts. NATO's 3096 rule is aimed 
mainly at.the Russians, who now feld 
around half of the Warsaw pact’s armoured _ 
vehicles and artillery. The effect ofthe NATC ~~ 
proposal would be to require even greate 
reductions in Soviet forces than those Mr 
Gorbachev has already promised to make 
unilaterally by 1991. 

The western allies also want sub-limits 
within each of three geographical areas. For 
example, each side could have no more than 
8,000 of its 20,000 allowed tanks, 11,000 of 
its armoured personnel-carriers and 4,500 of 
its artillery pieces within an area consisting 
of the Benelux countries, the two 
Germanies, Poland and Czechoslovakia. 
That is to ensure that neither side can con- 
centrate its forces rapidly for attack. 

The Warsaw-pact position was outlined 
in rather less detail by the Soviet foreign 
minister, Mr Edward Shevardnadze. He pro- 
posed a three-stage reduction. The first stage 
(shown in our table), over two to three 
years, would cut each side’s main weapons 
and troop numbers to 10-15% below the 
numbers NATO now has. The Russians also . 
want to cut ground-attack aircraft and hel 
copters. NATO dislikes this. idea, but wi 
eventually have to go along. - 

It will also resist ihchiding manpower. - 
The West shied away from proposing man- 
power limits because the now-defunct MBFR 
talks found numbers too difficult to nail 
down. Accurately checking the number of 
men on the ground will be hard, but if the 
Russians insist on trying NATO may have to 
go along with this, too. -= 

The Warsaw pact would also like to ap- 
ply special limits in a sub-zone, probably a 
strip about 100 kilometres wide on each side 
of the border between East and West Ger- 


.many. There would be limits on military ma- 


noeuvres in the area, and all tactical nuclear 
weapons would be barred. However, NATO 
is committed to defending West Germany 
smack on its border with the East, so this 
idea is out. Nor is NATO likely to accept a 
related proposal to pull all nuclear-weapons 
launchers—including aircraft, artillery 









Troops 


Tanks 22,224# — 51,500 20,000 5,121 9,790 3,200 

Armoured personnel-carriers 32,475# — 70,000t 28,000* 8,500t 13,8001 6,000 

Artillery 17,3284 43,400 16,500 850t 4,960 1,700 57,060 71,560 

Attack aircraft aer id Er. s ABA PRU g been E ERARUMEO 15-2 22:557 5.450 5,355 L? 
Combat helicopters Not odit OF DIODOMMI -- «eee A slo Rath prra se pn rer O AO os e Rei E DNE 5.270 2,785 2.437 


territory 


that they could not reach enemy territory. 

In the second stage, also two to three 
years long, each side would cut its forces by a 
further 2596. In the final stage all other 
weapons would be cut so as to leave each 
side able to fight only defensively. 

Mr Shevardnadze also served notice 
that the Warsaw pact's negotiating position 
will be influenced by "the factor of naval 
arms". Precisely how remains to be seen. 
The mandate for these talks, which he ini- 
tialled in January, specifically excludes both 
nuclear weapons and naval forces. 

Because of the different sorts of cuts be- 
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Note 1 : NATO and Warsaw-pact figures are not directly comparable because the two sides use different definitions of equipment Note 2 : "Stationed forces" are forces stationed outside their own national - i 
* Of these, no more than 12,000 may be fighting vehicles with mounted guns Economist i 
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ing suggested, it is hard to compare the two 
sides’ proposals directly. The Russians are 
asking for bigger percentage cuts, but they 
have generally counted more sorts of weap- 
ons. The stage-one proposals are therefore 
within shouting distance of each other, 

Mr Shevardnadze’s second and third 
stages will be a problem. NATO generals do 
not like the idea of cuts that would weaken 
the central front by more than about 10%. 
They believe they could then no longer keep 
to the agreed strategy of forward defence— 
they would have to pull back from the front 
and prepare to fight a war of delay and ma- 


estimates — # Includes equipment in storage 



















f, 
noeuvre, which would mean abandoning 
much of West Germany. They could live 
with stage one; what is not clear is how hard - 
the Soviet Union will stick to its demand to 
go on to stages two and three. 4 

Despite the obvious problems ahead, 
most of those involved in the Vienna talks - 
are optimistic about the prospects of a deal. 
Sure, the old MBFR talks, which were trying. 
to do much the same things, dragged on for 
years with no success. But this time things 
seem different. Many observers believe Mr 
Gorbachev wants a deal and will make con-- 
cessions to get one. ‘ 

















Italian Communists 


What's in a name 


FROM OUR ROME CORRESPONDENT 


F THE leader of Italy's Communists, Mr 

Achille Occhetto, fails to breathe new 
life into his party, it will not be for lack of 
trying. Unlike Mr Alessandro Natta, his de- 
spondent predecessor, Mr Occhetto has 
been speaking up on just about any issue un- 
der the Italian sun: drugs, the army, the pub- 
ic-sector deficit, industrial relations at Fiat. 
Jn the eve of his first conference as party 
leader, which is due to open in Rome on 
March 18th, Mr Occhetto is confident that 
this show of activism has gone down well 
with the comrades. Over 9096 of the party's 
branches, according to Communist spokes- 
men, have voted in favour of Mr Occhetto's 
pinker-than-red policies. 

The conference, Mr Occhetto hopes, 
should at last put his party firmly in Eu- 
rope's social democratic camp. The word 
“Marxist” has vanished from his vocabu- 
lary, replaced by that intentionally vague ad- 
jective "progressive". Not surprisingly, Mr 
Occhetto has been accused by Mr Armando 
Cossutta, the leader of the party's 
hardliners, of creating a party "which is 
communist only in name”. In fact, the name 
of his party is a bigger worry to Mr Occhetto 
than attacks by Mr Cossutta, who has few 
followers. Many people—including West 
German Social Democrats and Italian So- 
cialists—have been saying that the Commu- 
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nists will not really be thought of as part of 
the social democratic fraternity until they 
change their name. 

Western politicians of any label get a 
boost these days by hob-nobbing with the 
world's top communist, Mr Mikhail Gorba- 
chev. Mr Occhetto received a warm recep- 


Occhetto and Craxi look to Europe 





tion when he paid his first official visit to Mr 
Gorbachev last month. Mr Gorbachev | 
seems to have spotted the publicity advan- 
tages of getting on well with Western Eu- 
rope's largest communist party—all the 
more so if, as Mr Occhetto intends, Italy's - 
Communists continue to strengthen their 
ties with European socialist parties. b 
Mr Occhetto's public-relations victories - 
may have gone to his head. On the flight - 
back from Moscow he unwisely told listen- 
ing journalists that the biggest obstacle to- 
his party's membership of the Socialist In- 
ternational was the Italian Socialist leader, 
Mr Bettino Craxi. Mr Occhetto later re- 
tracted. But Mr Craxi was piqued and took 
the opportunity to cancel a meeting of the 
Union of European Community Socialist 
Parties in Brussels, to which the Italian 
Communists had been invited. 
The incident has put a chill on relations 
between Italy’s Socialists and Communists, 
who had recently become quite friendly. It 
may also have put paid to Mr Occhetto's- 
hopes of joining the Socialist parliamentary 
group in Strasbourg after June’s election for 
the European Parliament. Both parties at- 
tach great importance to the Euro-election. 
For Mr Craxi's Socialists, it will be a test of 
their clout in ltaly's five-party coalition gov- 
ernment. For Mr Occhetto’s Communists, 
it will be a test of their new leader’s capacity 
to halt their decline from 34.4% of the vote 
in the 1976 general election to 26.6% in 
1987. For both men it will be a test of who 
can lead the left in Italy. "i 
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FROM OUR SWITZERLAND CORRESPONDENT 


Sweden, with the Bofors scandal; 
L now Switzerland. Is there no nice de- 
cent little country left in the world? 
-. The tarnishing of Switzerland began last 
autumn, when it was revealed that Mrs 
Elisabeth Kopp, the justice minister, had 
tipped off her husband that the company of 
which he was vice-chairman was about to be 
mvestigated for laundering drug money. 
The scandal widened with the arrest of two 
al 
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banese brothers, Messrs Jean and Barkev 
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Y 
responsible for recycling over $2 billion in 


cas deposited in at least 20 Zurich bank 
accounts. Credit Suisse has admitted 


agharian, allegedly the linchpins of a ring 


.. FROM OUR CENTRAL EUROPE CORRESPONDENT 


E AL OST of the trade in ideas between 
K East and West these days is one- 
| way: the communist countries are learn- 
_ ing from their western neighbours. But 
- Hungary is exporting its expertise in the 
| teaching of handicapped children. A 
} Hungarian doctor, the late Andras Peto, 
_ set up a school for handicapped children 
. in Budapest in 1945. His unusual meth- 
| ods proved successful: having started 
|] with 13 children, the Peto Institute now 
. has more than 4,500 on its books, in- 
|| cluding nearly 400 foreigners. 

. Peto called his method "conductive 
. education". The teachers—or “‘conduc- 
. tors" —who carry on Peto's ideas try to 
help children suffering from cerebral 
E m spina bifida and other sorts of 
. brain damage to become capable of solv- 
| ing problems. The therapy confronts 
| children with difficulties that they must 
| deal with on their own; their brains then 
| become more effective. Peto's method 
| combines physical exercises with work 
|| that builds up confidence. Handicapped 

children tended to spend their lives in 
|| special homes. Peto thought the point of 
|| his work was to help children cope with 
|| the real world. 

















The Peto method is not without its 
critics. Some western specialists say the 
| institute refuses to work with children 
| who are unlikely to improve much. They 
|| also claim that the improvements par- 
|| ents say they see are often attributable 
| simply to parents, for the first time, be- 
|| ing present during weeks of therapy. 
| Yet foreign parents still flock to Buda- 
|| pestin the hope of getting their children 
| on the institute's books. They now have 
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couriers whatever fake 
bank notes were found among the good, 
without advising the police. 

Mrs Kopp resigned in December, after 
finally admitting not only to having tipped 
off her husband but also to having done so 
on the basis of privileged information from 
her own ministry. Switzerland might have 
forgiven her for warning her husband, per- 
haps even for taking him into her confi- 
dence about proposals for a new law to curb 
money-laundering practices. It has not for- 
given her for first denying any wrongdoing. 
Both houses of parliament have now voted 
to lift Mrs Kopp's immunity. If the commis- 
sion of inquiry into the affair asks for it, she 
could become the first federal councillor 
ever to face trial. 

Another victim of the scandal is the fed- 
eral prosecutor, Mr Rudolf Gerber. He has 


been suspended for six months, whereupon 




















to wait two years to get them assessed. 
Hungarians understandably go to the 
front of the queue. The institute is suffer- 
ing from its own success: it lacks enough 
conductors, and it takes four years to 
train a new one. 

In an effort to catch up with demand, 
the institute is expanding. lt 
spawned a similar school in Britain. The 
Foundation for Conductive Education, | 
attached to the University of Birming- 
ham, began teaching in 1986. The Buda- 
pest institute provides Birmingham with 
six staff, while it trains 11 British conduc- 
tors. And on March 14th it is planning 
to launch the International Peto Insti- | 
tute in Budapest. It will train foreign 
teachers before sending them home to 
disseminate their skills. 
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he will be bundled off into early retirement. 
His sins are apparently ones of omission 
rather than commission. His chief interest 
has been counter-espionage, which rather 
distracted him from probing the Swiss end 
of the international drug business. 

The man who first blew the whistle, the 
Ticino cantonal prosecutor, Mr Dick Marty, 
is leaving his job for a quieter life as a mem- 
ber of the Ticino governing coalition. His 
parting shot was ominous: Switzerland's 
scandals, he said, are not yet at an end. 





The EEC and EFTA 


Unequal partners 


FROM OUR BRUSSELS CORRESPONDENT 


EMBERS of the European Free Trade 
Association (EFTA)—Austria, Swit- 
zerland and four Nordic countries—have 
long been regarded by some in Brussels as 
free loaders rather than free traders. 
Through their bilateral agreements with the 
European Community, EFTA members enjoy 
duty-free access to the EEC market for their 
manufactured exports. But they do not have 
to pay for the dotty common agricultural 
policy, nor contribute cash to the Commu- 
nity's regional programmes. Moreover, they 
benefit from subsidised EEC farm exports. 

Yet some EFTA leaders now seem to be 
reaching for their hair shirts. Worried about 
exclusion from the Community's post-1992 
single market, Mrs Gro Harlem Brundtland, 
the Norwegian prime minister, and other 
EFTA leaders are keen to exchange free-trade 
agreements with the EEC for a customs 
union—which she hopes EFTA can achieve 
while hanging on to some of its current priv- 
ileges. Given the relative strength of the two 
groups, she may be unduly optimistic. 

Seen from Brussels, a customs unior 
would force EFTA countries to cede the righ. 
to fix their own import duties. They would 
have to adopt tariffs set by the Community. 
And Brussels could impose trade agree- 
ments with other countries, anti-dumping 
measures or even politically-motivated trade 
sanctions. EFTA countries would also lose ac- 
cess to cheap Community food if (as the EEC 
would surely insist) the customs union were 
to apply to farm trade. 

Mr Jacques Delors, the president of the 
European Commission, relaunched the de- 
bate on relations between the two clubs last 


January, when he said that the Community 


should be ready for closer ties with the EFTA 
countries if they came up with coherent pro- 
posals. Mrs Brundtland has convened a 
meeting of her colleagues in Oslo on March 
14th, to consider whether customs union is 
a serious option. 

A paper commissioned by the EFTA sec- 
retariat, which was published on March 9th, 
examines the possibilities open to its mem- 
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EUROPE "a »" 
berc ountries. These range from what the 
authors, Mr Wolfgang Wessels and Mrs 
Helen Wallace, call the “status quo plus" 
(doing a little more of what is already being 
done) to applying for full membership of the 
Community. 

_ The paper points out that, though rela- 
tions between the two groups are of great 
importance for EFTA countries, they matter 
rather less for the Community than 1992 or 
s ations with America and Japan. It never- 
theless devotes several pages to explaining 
how the Community should change its pro- 
cedures, and even structures, to accommo- 
date EFTA interests. Still, the authors admit 
that "for EFTA countries full membership is 
* the most honest and clear option." Ponder 


n that, Mrs Brundtland. 
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l nder the table 


jars 


FROM OUR WARSAW CORRESPONDENT 


AGREEMENT, even between consenting 
L À Poles, is not something that comes 
about easily. After five weeks of haggling, 
the "round-table" talks between the Polish 
2 authorities and an opposition team led by 
Solidarity are going through a rough patch. 
Or March 7th the interior minister, Gen- 
al Czeslaw Kiszczak, met Solidarity's Mr 
Le h Walesa in an attempt to nudge the 
talks forward. What was originally billed as 
Poland's "historic last chance" to negotiate 
ts way out of its cycle of economic crisis and 
political confrontation has run into opposi- 
tion within both Solidarity and the Polish 
communist party. 

. Two of the biggest issues were settled in 
E ‘oad outline early on: re-legalisation of 
S lidarity in return for its participation in 
what are called “non-competitive” elections 
(c opposition candidates will be able to stand 
against each other, but not against party 
candidates). But the talks have bogged down 
over the details. On other issues—a rescue 
-plan for Poland’s economy, new rules for 

ess and television, legal reform, better 

Ve EL conditions for miners—the talks 
are deadlocked. 

— All suggestions for legal reform are 

turned down by one of the government ne- 

tors, a deputy minister of internal af- 

| - Mr Lucjan Czubinski. A former state 

prosecutor from the Stalinist era, he objects 

particular to proposals to remove from 

| the penal code additions made during mar- 

tial law in 1982. These allow the govern- 

ment to detain people without trial, to enter 

e flats without a warrant and to tap 

telephones. There is a conflict, too, between 

ideas discussed at the round table and new 

ws on agriculture and economic reform re- 

B eaa passed by parliament. This probably 

A "flects divisions within the party about how 

"E 56 
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A Polish lesson in the Krempelmarkt 


FROM A CORRESPONDENT IN BERLIN 


UCH is the might of dollars and 

Deutschemarks in Poland that, by 
selling goods for $50-worth of hard cur- 
rency, Poles can earn the equivalent of 
three months' wages. In recent weeks 
thousands of Poles have been taking 
profitable advantage of the combination 
of their own newly relaxed travel regula- 
tions and a West Berlin law which allows 
visitors from Eastern Europe a 31-day 
stay without a visa. West Berlin is only a 
few hours' ride by train, coach or car 
from the Polish border. Polish traders 
have swarmed over the city's weekend 
flea-market, the Krempelmarkt, selling 
food, clothes, household goods, vodka 
and cigarettes. 

West Berlin's large numbers of stu- 
dents, unemployed and immigrants have 
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the talks should be conducted, even about 
whether they should be happening at all. 
Some party people are suspicious of 
wide-ranging agreements that may dilute the 
party's power. Mrs Jadwiga Staniszkis, a so- 
ciologist with close ties to Solidarity, thinks 
the split within the Polish party is not simply 
between reformers and anti-reformers. Pol- 
ish communists split along those lines back 
in 1981-82 when a third of the party's mem- 
bers resigned after the imposition of martial 
law. The new divisions reflect the dissatisfac- 
tion of younger people, who are not against 
reforms as such but think they should be led 
firmly by the party. They favour strong, pop- 
ulist leadership and an end to the 
"westernisation" of Polish society. Mrs 
Staniszkis believes this group, supported by 


. leaders of the official trade unions, is trying 


to spoil the talks. 
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appreciated the chance to bargain for 
cut-price goods, some of which are said 
to have come from parcels originally sent 
to Poland by West German charities 
(though the traders' friends in Berlin in- 
dignantly deny these rumours). Older 
Berliners say it reminds them of the black 
markets just after the second world war. 
But two weekends ago the number of 
traders—at least 5,000 of them—and 
their free-wheeling attitude towards 
West German hygiene, tax and parking 
rules exhausted the patience of other 
stall-holders and of city officials. 

Last weekend the police fenced off 
the market. About 300 Poles were asked 
to leave the city, and a similar number 
had their goods confiscated for examina- 
tion by the public-health authorities. 
Some Polish traders man- 
aged to sell goods from plas- 
tic bags or from cars parked 
in nearby streets. But the 
measures, coupled with 
stiffer Polish border checks, 
could dampen the traders' 
enthusiasm. When West 
Berlin's current political 
muddle is sorted out (six 
weeks after the election 
there the city is still waiting 
for a new government), the 
Poles’ trading may 
legalised. 

Politicians should note 
the lesson . from . the 
Krempelmarkt entrepre- 
neurs. They show how, if it 
were freed of protection- 
ism, East-West trade could . 


m. 
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At the same time Mr Walesa is having a 
spot of bother with some of his Solidarity 
comrades. At the end of February, 58 mili- 
tant union leaders, including Mr Walesa's 
old rival, Mr Andrzej Gwiazda, met in Sile- 
sia to consolidate their opposition to the 
talks. In several big industrial cities, such as 
Gdansk, Lodz and Szczecin, their radicalism 
has a certain appeal, if not a mass following. 
Support for radical alternatives could grow 
if the agreement that emerges from the 
round table is an unpopular one. The round 
tablers have some fast talking to do. 


Jonathan Carr, our Bonn correspondent, has won 


this year's prize for British coverage of West Ger- 
many awarded by the Anglo-German Foundation 
for the Study of Industrial Society. 
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The next transition 


HE evening news in Madrid this winter knocks 

spots off "Dynasty". It is your classic tale of 
love, ambition, betrayal and revenge. Mr Felipe 
Gonzalez, the engaging if worn 47-year-old Socialist 
prime minister, is locked in mortal combat with his 
political father and comrade in anti-Franco 
clandestinity, the straight-talking, rough-hewn Mr 
Nicolas Redondo, head of the Socialist trade-union 
movement. What started as an argument about 
money became one of principle, and then, inev- 
itably in Spain, about power and personalities. 

Mr Redondo wants the government to re- 
distribute more of the wealth that the bankers and 
businessmen are beginning to create, to do a giro 
social, or U-turn to the left. Mr Gonzalez says not 
yet: his economic policy, semi-Thatcherite but in a 
land with semi-social security, is working. He made a 
general strike the unions called on December 14th a 
test of his personal popularity, and failed it when 
8m people stayed at home. Subsequent negotia- 
tions, conducted more in anger than in sorrow, 
broke down predictably in Februarv. 

This is more than the now common dilemma of 
rightish-wing Socialists staving off leftish-wing 
unions. Spain is at a painful but unavoidable turn- 
ing point in its recent history. The great, heroic, 
unifying work of transition to democracy and eco- 
nomic adjustment is behind it; ahead lies the more 
prosaic task of broadening political participation 
while keeping control of the economy. The country 
is changing gears. 

The move to democratically elected govern- 
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ment in 1977, after 36 years of dictatorship that 
ended with Franco's death in 1975, has been mainly 
smooth. Proof of its stability came in 1981, when 
king and country unhesitatingly squashed an at- 
tempted military coup. Proof again in 1982, when 
the centrist party which had been ruling handed 
over to Socialist successors. 

There were a few fascist twitches on January 6th 
of this year when former Lt-Col Antonio Tejero, 
one of the coupsters, was allowed to leave prison to 
attend his son's consecration as priest. Mr Blas 
Pinar's ultra-right thugs left burnt cars and litter in 
Madrid's streets on November 20th when they ob- 
served the anniversary of the Caudillo's death, as 
usual, with stiff-armed salutes. Such events are now 
generally regarded with exasperation rather than 
fear. Basque terrorists, the biggest security worry, 
still make many people miserable but their force too 
seems on the wane. The democratic foundations of 
Spain's political future have not been seriously in 
question since the early 1980s. 

The economy has made an equally remarkable 
adjustment. For all the modernisation and speedy 
growth of the 1960s and early 1970s, Spain's rela- 
tively new industry in 1975 was still protected and 
supremely vulnerable to the increased price of oil. 
After years of agreed low wage increases, tight 
money and restructuring, Spain emerged in 1986 
with reduced inflation, rising investment, high un- 
employment and Europe's fastest-growing econ- 
omy—now, perhaps, growing too fast for prices and 
the trade balance. 





Spaniards who 
pulled together in 
crisis are pulling 
apart in 
prosperity. That 
is no bad thing, 
argues Merril 
Stevenson, as 
long as they also 
keep their 
economy on the 
straight and 
narrow 
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sions. to improve. có m Sétitive 
larger market needed to exploit it. Spain's compe 


Ministers in the first half of 1989 has so far been a 
reassuring counterpoise to the upheaval in its do- 
mestic political life. As Spaniards contemplate 
where they go:from:here, Europe provides a fixed 
and steadying reference point. - 

All this was made possible by a degree of con- 
sensus that seems almost eerie in a country with so 


ghosts, the sheer pace of social and enam 
change led left and right, workers and employers, 
sceptics and believers, to work together for a time to 
build a lasting democracy and a resilient economy. 
As both now look secure, that phony consensus is 
falling apart. Spain has simply outgrown it. . | 
- People—at least the minority of Spaniards who 


litical dialogue and participation than a ruling party. 
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AKE the family. 


Young Spaniards The most dramatic demo- 
have more in 


id 1950 
‘common with emptying of the countryside in the 1950s and 


| other Europeans rope. In 1975 there were 19 births for each 1,000 
than with their Spaniards; in 1986 just over 11. There are now 
grandparents about 1.5 children born per woman, down from 2.8 


in 1975 and less than France's figure of 1.8. That 
has something to do with non-stop economic crisis 
in Spain until 1985, when fewer people were getting 
married too. The number of marriages is beginning 
to edge up again, so births may rise as well. But, out- 
side areas like rural Andalucia in the south, women 
now prefer to have fewer children and to have them 
later. . 

More of them are working too. Four out of five 
new v job-seekers these days are female. Women are 
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` want to speak for them- 
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still concentrated in lessskilled. occupations, and 
"are twice as likely as men to work in the black econ- 


omy. Yet more will come looking. Only one-third of 
Spanish women are in the workforce even now, 
close to the lowest proportion in the EEC. . 

. Fewer babies and more jobs for nien are part 
of other social changes. About 20,000 marriages a 
year end in divorce, still not many; ten years ago, 
divorce was illegal. Abortion was legalised in 1985 
but remains difficult; private and foreign operations 
contribute to one of Europe’s highest abortion rates 
overall. There is more sex before marriage than _ 
there was, but illegitimacy is still taboo: babies born — 
out of wedlock make up only 7% of the total born, 
compared with more than 20% in France. Officially 
notified venereal disease trebled from 1982 to 1985, 
though fear of aips has braked its expansion a bit 
since then. Pornography, like prostitution, is wide- 
spread. 

Spanish families are still close and cohesive, but 
they are less male-dominated than they were. Mar- 
ried women in Spain have always kept their own 
surnames (in fact, their fathers’) and given them to 
their children. More are now trying to lay hands on 
their fathers’ titles too. Several cases now before the 
courts argue that passing dukedoms and the like to 
younger sons rather than elder daughters is incom- 
patible with the 1978 constitution, which bans sex- 
ual discrimination. — | 

Like other Catholic countries, Spain. has. be- 
come less obviously religious. In 1976 almost two- 
thirds of those asked by Gallup p pollsters described 
themselves as very or quite practising believers; ten 
years later, only two-fifths still did. Church wed- 
dings have dropped too, by rath re than. the 



















Spain's regional GDP per person, 1987 
% of national average 


fall in all marriages. There were 1096 fewer diocesan 
priests in 1986 than nine vears earlier. 

These figures overstate the decline. The years 
after the death of Franco, with whom the church 
was closely identified, were the worst. The number 
of new diocesan priests ordained has in fact climbed 
in recent years, and those who want to renounce 
their vows are fewer too. Spain has been part of Eu- 
rope's extraordinary new flowering of lay religious 
groups as well. Opus Dei, an older lay group from 
the 1920s, has lost the influence on public policy it 
had under Franco but has seen its membership grow 
from 18,000 to 24,000-25,000 since 1975. 

To be or not to be a Catholic is no longer the 
political statement it was. Socialists say that about 
half their members hold religious beliefs now, more 
than did six years ago; the party has become less 
ideological as it has grown. Spain, unlike Italy, has a 
weak Christian Democratic party when it has one at 
all. The divorce law in 1981 was the last on which 
the religious view nearly won. Yet that is not quite 
the end of the matter. In December 1988 the gov- 
ernment tried to move the public holiday normally 
given for the Feast of the Immaculate Conception 
to a date adjacent to one commemorating the con- 
stitution. The church blocked that one. 

Spain's armed forces, too, are a more civil and 
civilian body than they were. Defence spending fell 
from 1696 of central-government spending in 1977 
to 996 ten years later, on official figures which may 
be too modest in both cases. Since 1979 the armed 
forces have been responsible to a truly civilian de- 
fence minister who has tried to professionalise, or 
depoliticise, them. This year a new law redefining 
the military structure, instituting promotion based 
on merit and early retirement of those who do not 
make the grade, will take that process a step further. 
Though—familiar story—Spain's soldiers and sail- 
ors (fliers do better) complain about inadequate 
equipment, housing and pay, the armed forces are 
low-key these days. 

Yet many Spaniards still believe that every 
Spanish general dreams of saving his country by 
governing it. One reason the generals no longer do 
so is that King Juan Carlos, the supreme com- 
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mander of the armed forces, came down unequivo- 
cally for democracy in 1981. Though the popular 
king and his family inspire affection rather than awe 
among the not-very-monarchical common people, 
he counts for a lot among soldiers. He is also a unify- 
ing symbol in the historic regions, which begrudge 
allegiance to central government but think the 
royals are not bad, perhaps because they are more 
foreign by blood than Castilian. 

Another reason is NATO, which Spain joined in 
1982 and vored by a narrow margin to stay in four 
years later. Though Spain is not fully integrated into 
NATO's command structure, contacts between 
Spanish and other western military leaders are con- 
tinuous and cordial. That is all the more true since 
the Socialists in 1988 negotiated American with- 
drawal from air bases near Madrid, fulfilling a do- 
mestic political promise and paving the way for less- 
fraught relations between the two countries. Spain's 
entry into the Western European Union has rein- 
forced this cohesion, while the participation early in 
1989 of Spanish officers in a 
United Nations force to supervise 
the withdrawal of Cuban troops 
from Angola is another indication 
of their willingness to assume main- 
stream western responsibilities. 
NATO and related alliances are the 
steadying beacon to the military 
that Europe is to politicians. 

On the back of changes in the 
way that Spaniards live and work 
and raise families has come pres- 
sure for new political relations too. 
Many people were euphoric in the 
first years after Franco, confused 
and uncertain in the early 1980s, 
relieved to find a common cause to 
support in 1982. They have now 
emerged from long economic crisis 
more ready to challenge consensus 
and risk confusion again. The po- 
litical parties are not yet ready for 
them. 


















































































Still Felipe 
Gonzalez, but he 
will have to lead 
more 
democratically 














The centre ol gravi | Genera election results, % of votes 
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[t DON'T have parties in Spain, we have 


z o his > pledges, notably to provide 800,000 new 








power centres’, says Mr Rafael Arias 
Salgado of the Democratic and Social Centre (CDs). 
The reform of political parties is transition's last 
frontier. It has been a curious spectacle this winter: 
a Socialist government opposed not by right-wing 
politicians but by its own unions, backed by ordi- 
nary Spaniards who in the normal run of things 
would be hard-pressed to name more than one 
union leader. Political confrontation came, good- 


temperedly, in the streets because people could find 


no more appropriate channel for dissent. 

When political parties were legalised in 1977, 
over 300 of them popped up. The Union of the 
Demcratic Centre (UCD) of Mr Adolfo Suarez, 
which proved most popular at the polls, does not 
exist today. The Communist party was the most 
organised and militant; it shrank and split into 
weakness. The Basque Nationalists (PNV) seemed 
the most important regional party then; they are 
splintered now into at least two factions. Democ- 
racy in Spain is stable; parties are not. 

Mr Felipe Gonzalez and his Spanish Socialist 
Workers' Party (PSOE), one of the few parties with a 
tradition, won the general election in 1982 with 
4896 of the votes, a massive 10m supporters. The 
governing party, the UCD, had collapsed, in part un- 
der the attacks of a right that found it ever harder to 
suspend disbelief as the Communist party, regional 
autonomy and divorce were legalised. The Commu- 
nists, still just about led by Mr Santiago Carrillo, 
were squabbling among themselves too. 

In 1986 some 44% of voters (1m fewer than in 
1982) again gave an absolute majority to the Social- 
ists over its main rival, a right-of-centre coalition. 
People are less disposed to do so now. Polls pub- 
lished in January 1989, after the one-day general 


strike in December, ^ support for the governing 


party at 37-38%. A year ago Spain's Socialists 
looked like Sweden's: here today and here tomor- 
row. Now, though their popularity may increase as 


~ time distances them from the strike, their absolute 
-majority—if not more—looks in danger. 


.. The Socialist party's biggest weakness is its pub- 
lic fight with the General Workers’ Union (UGT). 
Mr Gonzalez was unable to deliver on time on some 


Union of the Democratic Centre/ 
Democratic & Social Centre Party * 


1978 





ons; — $ Contemporary Archives 


J Communist Party 









jobs over a period that, despite some job creation, 
saw 1m more registered. unemployed. He has, how- 
ever, delivered an economy that is at last growing 
healthily. The unions supported the anti-inflation 
policies that made this possible. until these worked. 
They are now angry that the working class is not 
getting the benefits, such as higher wages and better 


social services, that they expect from the party they 


helped elect, while others are getting rich. 

"My problem i is not that there are rich people, 
but that there are poor people," Mr Gonzalez said 
to Mr Nicolas Redondo, head of the UGT, a year ago 
in defence of pushing fairly capitalist growth harder 
than social justice. Differences began more than. 
three years ago with social-security and pension re- 
form. A wave of strikes in early 1987 showed grow- 
ing discontent. That year, the unions refused to par- 
ticipate in formal wage agreements embedded in 
economic policies that they no longer supported. 
Mr Redondo left his Socialist seat in the Cortes late 
in 1987. Continuing rows over the budget and eco- 


nomic policy led to a call by the UGT, together with | | 


the Communist-led Workers’ Commissions (CC- 
OO), for a general strike on December 14 1988, the 
first since 1934. It halted the country. 

The strike was ostensibly over pay, pensions, 
unemployment benefits, collective action and a pro- 
posed new youth-employment scheme. But fewer 
than one worker in seven belongs to a union. The 
remaining 6m strikers who struck because they 
wanted to, not because the buses did not run, came 
from a vast reservoir of Spaniards who are worried 
as much by the style of government as by the sub- 
stance of its policies. 

After six years in power the Socialists are seen 
by many as authoritarian and blasé, suffering from 
soberbia, or arrogance. They have an absolute ma- 
jority in a parliamentary system drafted to-reinforce 
the minority governments that Spain was expected 
to produce. This gives them a control of the Cortes 
which they use with what opposition parties view as - 
contempt for the institution. The Socialist party it- 
self, alarmed by the disintegration of the UCD in 
1982, prizes internal cohesion over debate, though 
there are honourably outspoken exceptions. 

“This is a Pharasaical country,” says Miss Rosa 
Conde, the government’s spokeswoman. “People 
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* UCD only, 1977 and 1979; UCD and-COS, 1982; COS only, 1986 - 
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THE LONDON BUSINESS SCHOOL. LONDON (UK) - AE. 
‘conjunction ^ THE INTERNATIONAL MANAGEMENT INSTITUTE. GENEVA 


: THE MANAGEMENT CENTRE. COPENHAGEN (DENMARK) | SE 
| With the Instituto de Cooperación Iberoamericana (ICI) 
: participation Grupo Banco Arabe Espafiol (ARESBANK), Grupo Banco de Bilbao-Vizcaya, S.A. : 
of Grupo Banco Exterior de Espafia, Grupo Banco Hispano Americano, is 


Instituto Espafiol de Comercio Exterior B 
(ICEX), Instituto Nacional de Industria (INI) | | 


The Instituto de Empresa is a private indepen- 
dent institution founded in 1973 for the purpose of 
teaching Business Administration and Top Manage- —— 
ment training programs. Its academic staff is com- 
posed of 190 professors; 60 full-time and 130 part- | 
time. 

The Instituto de Empresa is centrally located in 
Madrid (Spain) and housed in three large villas 
(6,000 m) set in spacious garden surroundings. 





SE me and four months of training in publi or private 
firms, are incorporated into key posts positions in 
3 multinationals or leading industrial companies. 
The program also includes: a study trip to the 
: Business. School, attendance of lectures 













nt to the esci field, and the completion 
toject creating a new business. 


Candidates of any nationality may attend the 
“course upon successful completion of a rigorous 
selection process and having demonstrated full lead- 
ership skills. Latin-American and Philippino candi- 
dates may apply for grants awarded by “El Instituto 
de Cooperación Iberoamericana". The average age 
of those taking part is 26-27 years old and they 
normally have one to three years work experience 
and top class degrees from today's leading 
universities. 
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Gonzalez en garde 


think that Socialists in government should not just 
pursue Socialist policies but act especially morally in 
their private lives." Many of the party's top brass, a 
chummy coterie now in their late 40s and early 50s, 
seem altogether too "beautiful" for people whose 
political rhetoric, and often origins, lie with the 
modest middle and working classes. And there were 
outright abuses, which neither government nor 
party moved quickly to correct. The head of state- 
owned television and radio, for example, was found 
this winter to have bought items for personal use at 
public expense and then took too long to leave. 


Parties regroup 

Because the Socialists have occupied so effectively 
the centre ground—the centre-right through their 
economic policies, the centre-left through their po- 
litical origins and some social policies—to which 
well over half of all Spaniards say they belong, they 
have been extraordinarily hard to oppose. Now 
many Socialist and union leaders accept that the 
historical special relationship between party and 
union must be ended (the unenforced party rule of 
“double militancy”, for example, requiring party 
members to join a UGT union). With the Socialists 
thus weakened internally, clearer alternatives to left 
and right are taking shape. 

In opinion polls in January, the parties which 
had picked up most support since June 1986 were 
the newish centrist party (CDs), that Mr Suarez now 
heads, with around 12-14% of the vote; and the 
United Left (iU, mainly the Spanish Communist 
party) with 8-996. Regional parties, the biggest of 
which is Catalonia's, maintained a share of around 
1596. The right-of-centre People's party received 21- 
2396, less than in 1986. Yet it is this party— 
refounded, renamed and revamped at the end of 
January—which seems to show most dynamism. 

The theory is that the right in Spain cannot win 
for another decade. Its ideological descent is 
Francoist; Mr Manuel Fraga, president of the Peo- 
ple's party and founder of its predecessor called the 
People's Alliance, was himself a minister under the 
dictator. Then, too, the right is fragmented by a 
dozen or so mainly right-wing regional parties, and 
eroded by the centrist cps of Mr Suarez. 


THE ECONOMIST MARCH 11 1989 
ee 





Suarez on the attack 


But the precursors of the People’s party have 
come closer to winning the past two general elec- 
tions than any other non-Socialist party. It is a 
strange mixture of old Francoists, middle-aged 
yuppies, keen young militants and personal fans of 
its Galician head, who returned to take charge of 
the face-lifted party in January. Though disliked by 
many, Mr Fraga is a peppery politician with undis- 
puted personal authority and a reputation for finan- 
cial integrity. He buys the Socialists’ economic poli- 
cies but wants to shrink the public sector and get 
more competent people to run it. A four-time loser 
already, he does not intend to head his party’s ticket 
in a general election. His heir may come from the 
centrist allies that the People’s party is now 
hoovering up—perhaps Mr Marcelino Oreja, secre- 
tary-general of the Council of Europe, who bought 
in most of the Christian Democrats. 

The left, too, has pulled together, since Mr Julio 
Anguita, the ex-mayor of Cordoba known more af- 
fectionately than not as “the Red Caliph”, replaced 
Mr Gerardo Iglesias at the head of the Spanish 
Communist party in 1988, In January 1989 his party 
absorbed most of the next biggest Communist 
splinter, effectively leaving only Mr Santiago 
Carrillo's group out on its own. Though member- 
ship had fallen since the 1970s to a little over 62,000 
at the end of 1987, its numbers are rising again. 

One reason is that the Communist bosses of 
Spain's biggest union group, the Workers’ Commis- 
sions, have gained prestige and acceptance since the 
general strike that they co-sponsored. With a 
change in leadership a year ago, the Workers' Com- 
missions now specialise in clean-cut telegenic young 
labour leaders, not least their politically astute boss, 
Mr Antonio Gutierrez. The Socialist UGT and the 
Workers' Commissions have formed a pact, which, 
though explicitly limited to industrial action, 
should strengthen the left politically as well. 

Yet it is from the centre or centre-left that any 
Spanish government is likely to come in the next 
few years. The most popular politician of the oppo- 
sition is Mr Adolfo Suarez, prime minister during 
Spain's transition to democracy. His party, the CDs, 
is tiny (50,000 members) and his platform a touch 
obscure, but neither is the source of his appeal. The 
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social justice, as the trade unions define it—in 
short, to attack Mr Gonzalez as much from the left 
as from the centre. For most, it is 56-year-old Suarez 
the man who appeals: attractive, a good communi- 
cator when he bestirs himself to speak, and above all 
someone who has run the country before without 
destroying it. Most of those Christian Democrats 
who did not join Mr Fraga have joined Mr Suarez. 

Two months ago it looked certain that Mr Gon- 
zalez would be forced to call an early election to re- 
new his battered mandate. He now says that he will 
not, nor would it make sense for him to risk an abso- 
lute majority which legally need not be tested until 
1990. That gives him more than a year to consoli- 
date a new, more clearly centrist, political base. The 
decision could be reversed if the unions decide to 
make themselves so disruptive, as they negotiate 
more than 3,000 wage contracts before May, that 
the government cannot carry on effectively. They 
are unlikely to do so. 

The Socialists will still probably win the next 
general election, despite leakage of their labour left 
to the Communists and the CDs as well as more ab- 
stentions. Mr Gonzalez is no mean communicator 
himself. If he cultivated his domestic image as much 
as he does his foreign one, he could regain a point or 
two for his party single-handedly. Whichever party 
wins, however, is likely to do so with less than 40- 
4196 of the popular vote and hence will need allies 
to govern. Regional parties could hold the key. So- 
cialists and centrists, who have favoured regional 
autonomy, will find it easier to forge national alli- 
ances with the big regional parties than the tradi- 
tionally more sceptical People's party, though 
equally expensive in concessions of further auton- 
omy. The field is still wide open, however. 

A Socialist-dominated coalition government is 
not only the most likely outcome but also the most 


party aims to emphasise economic growth but with 
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Fraga weighs the chances 





desirable. Spaniards want greater dispersion of 
power, and greater participation in it. The question 
is whether the political process can be opened up 
without prejudicing the tough but successful eco- 
nomic policies which an absolute majority has been 
able to impose. “If my head were the price of getting 
agreement with the unions without shifting on eco- 
nomic policy, I would put it on the tray myself," says 
Mr Carlos Solchaga, the economics and finance 
minister. The argument is about how much of 
Spain's growing wealth can be redistributed now 
without limiting future growth, and it will not van- 
ish that easily. 





Hags to riches 


HE government's political problem stems 

mostly from the speed of its economic success. 
Spain's is a fast-growing economy, but not a rich 
one. GDP per head, even adjusted for purchasing- 
power parity, is still almost one-quarter below the 
EEC average. The benefits of economic growth have 
a long way to trickle down before they reach the 
mass of voters. All too conspicuously, they have 
reached the banks and businessmen first. 

There is a gold-rush feeling to Spain these days, 
as it booms for the first time since oil prices rose 15 
years ago. Madrid is a jungle of construction cranes, 
with new apartment blocks and company headquar- 
ters reaching for the sky. The motorways are 
jammed with lorries trundling their goods towards 
the French frontier. Spain's 26m adults bought 
more than 1m cars last year, twice as many as in 
1984, and the country is on the move. 

This has taken a painful decade for a long-pro- 
tected economy to achieve. Economic priorities 
have shifted little since the end of 1977. They are to 
contain inflation by moderating wage increases 
while spurring structural reform, then growth. The 
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goal is to push prices down to EEC levels and raise 
living standards up to them. 

Spain started the process with five big structural 
handicaps. Its economy was more dependent on im- 
ported oil than almost any other in Europe. It left 
until late the restructuring of steel, shipbuilding, 
textiles and white goods. Spanish agriculture was in- 
efficient. The banks were uncompetitive and inter- 
twined with teetering industry, whose shareholders 
as well as lenders they were. And rigid labour laws, 
designed in Franco's times to protect employment, 
had ended by creating too little of it. All these prob- 
lems had to be unwound against a background of 
economic stagnation in Europe, which shrank mar- 
kets for Spanish products and workers, and the 
prospect of dismantling trade barriers after joining 
the EEC in 1986. 

The structural reforms are working. Investment 
in hydroelectric and nuclear energy has cut depen- 
dence on foreign energy sources. Vast swathes of 
the industrial north and east have been closed 
down. The Instituto Nacional de Industria (iN1), the 
state holding company, has sold or brought into 
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Catalonia is an 
autonomous region 
where the most im- 
NE portant thing is a 
job well done. We are proud of al- 
ways extending a warm and polite 


welcome to visitors, while in the i 


meantime we design new techno- 
logy and trace out. the brigh 
paths i in architecture, the arts and 
Science. _ 


I nat iss why Catalonia i is s Europe S 


leading tourist area, while at the | 
same time being one of Europes ma- 
jor industrial regions. | 


As Mediterraneans, Catalans 


always look on the bright side 
_of things, while as Europeans we 


strive for higher achievements. _ 
It is not suprising, then, that Bar- 
celona, our capital city, will be host 
^» tothe 1992 Olympic 
! Games. Nor that a 
region as bright as 
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spain has always been Europe's gateway to the 
Americas. So it's hardly surprising that it’s airline can 
offer you more destinations on that continent than 
any other European airline. 

Fly to Madrid for animmediate connection to 
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tia’s American destinations. Or, if you We Spaniards have had America close to our - 


| hearts for almost 5 centuries, and that affectio 
is obvious on 
every trip. Enioy 
it with Iberia. 
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he power of foresight. 


Worldwide. 


In a complex world where even the slightest changes in eco- 
nomic factors can have widespread repercussions, foresight is essen- 
tial. As a top-ranking European bank firmly established among the 
word's leaders BNP puts its intimate knowledge of world economies 
to work for you. 

With offices in 74 countries. BNP monitors international mar- 
kets 24 hours a day, gathering and analysing up-to-the-minute data 
to keep you fully abreast of market changes. With a specialized tele- 
processing network and one of Europe's most advanced trading 
rooms, BNP offers clients the advantage of constantly updated, clear 
and precise market reports to help them determine the right 


moment to act, in Europe... and throughout the world. 
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in 1984 and 1985. 

Agriculture is changing more slowly; some 1696 
of the workforce still farm, and produce 6% of GDP. 
But large tracts of the south, from the Mediterra- 
nean coast of Valencia through Murcia, once-arid 
Almeria and over to empty Extramadura, are now 
competitive exporters of fruit and vegetables and 
exotic produce. Agricultural production grew by 
4.8% a year in the early 1980s, faster than in the 
previous decade, and by 796 in 1987. Bad weather 
made 1988's harvests more modest. 

Spain's financial system is being unswaddled 
too. More foreign banks have been let in to do more 
things, lending and deposit rates have been freed, 
mandatory reserve requirements are being reduced, 
despite a recent uptick. Bank mergers have been en- 
couraged to improve competitiveness, with mixed 
results. Banco Bilbao Vizcaya is now one of Eu- 
rope 's top 30 banks, but Banesto's planned mar- 
riage with Central was near collaspe in late Febru- 
ary. The securities markets are being reformed too: 
the government is issuing more types of debt and 
computerising settlement, while the stockmarkets 
are preparing for a liberalising little bang in July. 

Real economic growth averaged only 1.596 a 
year from 1981 to 1985 compared with 5.596 in the 
same period a decade earlier. When Spain joined 
the EEC in 1986, it had come through the worst. It is 
now Europe's star performer, helped by the fall in 
oil prices and the economic expansion of its main 
trading partners. In each of the past two years the 
economy has grown by more than 5%, compared 
with around 314% for the EEC as a whole. 

Internal demand, rising by 8.596 in 1987 and by 
almost 7% in 1988, has been the main motor of 
growth. More important than consumer spending 
is the surge in investment, almost all of it in the 
private sector. Investment rose by more than 1496 
in both 1987 and 1988. Despite growing demand, 
inflation fell from more than 2596 in 1977 and 
14.5% in 1981 to 4.8% in 1988. The crucial gap 
between Spain's inflation and that of the EEC 
dropped from 4.2 points in 1983 to 1.4 points in 
1988. 

Wage moderation, cutting the budget deficit 
and tight monetary policy have been the main 
weapons against inflation. Collectively agreed 
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wages rose by less than prices from the early 1980s 
until 1987, although total earnings tended to drift 
slightly above prices. Annual increases in private- 
sector productivity (more than twice the OECD aver- 
age from 1974 to 1986) reduced real unit labour 
costs in most years. A study by Dresdner Bank in 
1987 put Spanish manufacturing labour costs per 
hour at 5496 of Germany's, about the same as Brit- 
ain's, after heavy Spanish social-security contribu- 
tions. Spanish wages are still reckoned by most em- 
ployers to be the lowest in the EEC after Greek and 
Portuguese. Spain's cost advantage is lessening, 
however. 


With a little bit of help from their friends 


The wage consensus held good despite a disastrous 
decline in employment from the mid-1970s until 
1985. Even when new jobs began to be created, the 
unstoppable growth of the workforce, as baby- 
boomers and women entered it, added to unem- 
ployment. In 1988 the number of officially regis- 
tered jobless fell significantly for the first time; but 
at nearly 2096 and 2.9m people, Spain's unemploy- 


Public-sector deficit as % of GDP 














The figures are slightly less stark than they look. 
















































much as 15-2096 of legal Gop, employs some of the 
jobless. The extended family still struggles to look 
after its own, helped by an increase in the age (now 
25) up to which dependants living at home qualify 
for child allowance. But Spain also lacks the social- 
security net that other countries with high unem- 
ployment have. Only 3096 of those without jobs get 
unemployment benefits. First-time job-seekers are 
not eligible for benefits, and they account for more 
than one-third of the total. 

Joblessness is also dangerously concentrated in 
a few regions and age groups. Two-fifths of Span- 
iards under 25 who want work cannot find it. Al- 
most one in three is unemployed in Andalucia. One 
young man in two is out of work in the smokestack 
Basque Country. The flip side of Spain's economic 
boom is the formation of an underclass of young 
people who may never find jobs, still less buy homes 
at today's high prices and interest rates. 

The government resists the idea of paying peo- 


Capital to the rescue 
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ple who have never had jobs to remain that way. Its 


. hire and fire young workers than established ones, 
-was the flash-point for its growing disagreement 
= swith. the unions to burst into flame late in 1988. 


- draw its plan for youth employment, then slapped a 
-provision in the budget making it possible. The on- 
. again off-again proposal remains the biggest source 
Zr of controversy with the unions... 


ll wage-earners now hold 





+ Around one-quarter of 
-temporary contracts of some kind, slightly more in 

: private-sector. "hey worry that companies are 
‘using temporary workers to replace dearer ones, not 
:to expand their workforce. Employers argue, to the 
- contrary, that labour laws remain the single biggest 
barrier to new investment. It can cost more to fire a 
man of 34 than retire one of 54, points out the Cat- 
loyers" federation. Madrid’s employers 
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: A flourishing black economy, perhaps equal to as- 





. preferred solution, making it easier and cheaper to 


The government promised after the strike to with- 


- The unions claim, correctly, that employment 
is already becoming. more precarious in Spain. 


kon that it costs a company almost twice as much. 






The quarre : bérween government and unions 
reached its peak at a time when all the headlines 


were of sky-rocketing business earnings. Profits of 
. the 350-odd companies quoted on the Madrid stock 


exchange rose by 5496 in 1987 and were expected to 
rise by at least 3096 in 1988. Bank profits increased 
by 40% last year. A Bank of Spain study found that 
the margins on sales for privately held non-energy 
industrial companies had risen from 2.196 in 1984 
to 6.396 three vears later. 

Companies say they need the profits for invest- 
ment, after years of little or none. "The first brutal 
physical reconversion of industry is over," says Mr 
Arturo Gil, vice-president of the Spanish Confed- 
eration of Empresarial Organisations (CEOE). "The 
reconversion still in progress is financial restructur- 
ing." High interest rates and a still undeveloped, 
though growing, domestic capital market force 
companies to finance more investment out of their 
own resources: retained earnings equalled 5796 of 
investment needs in 1988 compared with 2096 in 
1981, according to the Bank of Spain. 

But the profits do look a bit indecent. Though 
wages are beginning to edge up , the OECD estimates 
that business profits’ share of value added in Spain 
is 55.696 for 1987-90, some eight points above the 
OECD average for European countries. That figure is 
slightly foxed by Spain's greater-than-average num- 
ber of self-employed, and especially of farmers, who 
count as businesses. A subtler calculation proposed 
by Mr Julio Alcaide’of the Foundation for Eco- 
nomic and Social Research shows that Spanish 
businesses' share of after-tax income rose from 
10.296 to 1496 between 1982 and 1988. The level of 
profits is not out of line with Europe, but the speed 
of change is. 


Unbalancing the budget 


“The price of social peace in Spain has never been 
cheap,” says Mr Jorge Hay, a general manager of 
Banco Hispano Americano. The prime minister 
this year is disinclined to pay it. He gave in on a 
couple of the specific demands the unions made, 
and said in his state of the nation speech on Febru- 
ary 14th that he would discuss with the Cortes shift- _ 
ing a bit of already budgeted spending towards so- 
4 services. There is certainly room to improve 
them. 

Spain isa ee place to have your eyes. operated 
on. It is a reasonable place to have a baby: the level 
of infant mortality has dropped from 19 per 1,000 
births in 1975 to nine in 1986. But the general stan- 
dard of public medical care is dispiriting. Educa- 
tion, though everyone is entitled to it free up to at 
least age 14, is in chaos, especially at university 
level. Purse-snatching and bashing in cars have in- 
creased sharply. This is linked to the growing use of 
drugs that has turned parts of downtown Madrid 
into New York-style no-go areas at night. 

New residents in parts of Madrid wait for six 
months for a telephone, then fight to use it between 
10 and 12 o'clock in the morning. Both Madrid and 
Barcelona suffer from the kind of traffic jams that 
drove one demented driver to manslaughter last 
November. The national road network is not much 
changed from Franco's day, while the railway gauge 
doai not mesh with France’ Brose 















The economic and social effects of a Single Market 
among geographical areas at different levels of 
development raise this and many other questions. 


REGIONAL POLICY IN THE EUROPE OF THE NINETIES 
An international congress under the patronage of 





the OECD so that the different points of view will 
enrich the debate over the application of the 
Single Act. 





|. -gional analysis experts from all over the world will 
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e THE REGIONAL EFFE. TS OF THE SINGLE ACT 
e POPULATION MOVEMENTS IN EUROPE 
. .* LOCATION DECISIONS FOR MULTINATIONALS 
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@ MANAGEMENT OF NATURAL RESOURCES 
e INVESTMENT IN HUMAN CAPITAL 
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In Madrid, from May 30 to June 2, 
economists, ‘sociologists, urban planners and re- 


ae be debating with renowned international experts _ 
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“WHEN THE BUSINESS WORLD 
MEETS IN IFEMA? 


There's a very ood reason why more than half 
a million professionals from 120 countries visited 
IFEMA-MADRID's trade fairs last year. If you weren't 
there, decide now to see for yourself why IFEMA’s 
speci ialized trade fairs, with over 13, 000 exhibitors, 
are so special, 
It's simple. Attendance grows substantially each 
year because IFEMA organizes more than 40 trade fairs, . aa "me 
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fair activity ayear, — | Fwi 
And FEMA is aboutto bring all these opportunitie | 
just a little bit closer. Our new fairgrounds will 
be exactly where you'd expect them to be alongside 
7 Barajas, Madrid's international airport. 
^ s Jotus down now and join us ato our 
A ned trade fair. 
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Mrs Thatcher in putting the cutting of the budget 
deficit ahead of improving services. That is not 
quite fair. The economic crisis pre-empted budget 
priorities. It has cost almost Ptas 1 trillion (more 
than $8 billion) to reconvert outmoded industry. 
The number of pensioners increased by 1m be- 
tween 1982 and 1987. There were 1.6m unem- 
ployed in 1980 and almost twice that many by 1987. 
Transfer payments soared, spending on most social 
services lagged (though 2m more people got access 
to public health facilities) and public investment 
languished. 

The Socialists first drove the public-sector bor- 
rowing requirement, to 7% of GDP in 1985, then cut 
it to some 3.3% of GDP in 1988. But they managed 
the reduction by better collection of more efficient 
taxes (VAT from 1986, for example) and shaking up 
state enterprises, not by reducing spending. The tax 
burden (measured by total revenues) rose from 3096 
of GDP in 1980 to 3896 in 1987. The juster criticism 
is that they failed to use wisely the revenue overruns 
caused mainly by faster-than-expected economic 
growth from 1986 onwards. These could have been 
spent either on restraining the national debt (Spain 
regularly pays more on interest than on education) 
or on repairing the country's infrastructure, rather 
than on overshooting budgeted spending targets. A 
booming economy simply overstretched roads and 
communications that nobody had quite got around 
to fixing. 

People are now unhappy because they are pay- 
ing more taxes for worse services. The 1989 budget 
was to start putting all that right, with a 3796 in- 
crease in investment by the central government and 
its agencies (more in tarmac than in people) and a 
1996 rise in spending in all, more than twice the 
expected nominal increase in GDP. Expansive when 
it was published last autumn, despite a projected in- 
crease in revenues to push the budget deficit below 
3% of GDP, it looks cornucopian now. 


Faster than planned 


The economy grew faster in the second half of 1988 
than anybody wanted or planned. Surging domestic 
demand and lower import barriers against EEC 
goods blew up into a trade deficit of Ptas 19 trillion 
($16 billion), almost three times its level in 1985. 
The once customary current-account surplus 
flipped into a $3 billion deficit; even a record 54m 
tourists were unable to rescue the trade imbalance. 
Something of the sort was expected. The real sur- 
prise was prices, which were rising at an annual rate 
of 5.8% by the end of 1988, nearly twice the govern- 
ment’s target early in the year. Though the inflation 
gap with the EEC as a whole fell, the difference be- 
tween Spain and its biggest EEC trading partners, 
France and West Germany, widened. 

The sensible thing would be to cut spending 
this year, even though, at 42% of GDP in 1987, it is 
several points lower than the European average. 
Family savings rates have already begun to fall, per- 
haps coincidentally with the heavier tax burden, 
from more than 1196 in 1986 to just over 896 of 
gross pre-tax income in 1987. Spain's top tax rates, 
which can equal 7096, will anyway soon be higher 
than reforming Sweden's. The tax-take from com- 
panies has already risen by one-fifth in 1988 and 
may increase by the same amount this year. More 
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Rubio and Solchaga sind the alarm 


taxes could feed through to higher salaries and 
prices. 

Nor is the printing press the answer, as Mr 
Gonzalez well knows. The government has begun, 
sensibly, to finance itself more in the markets. 
Long-and medium-term government debt rose from 
9.296 of the total in 1985 to 2796 in 1988, while 
recourse to the central bank's money machine has 
fallen from 2196 to 5.696. That means less inflation, 
but more competition for businesses trying to f 
nance investment. A bigger deficit, though Europe 
is full of them, could knock Spain off its path of 
reasonably virtuous growth. 

Despite the political pressure to spend more, 
which at the least will prevent spending less, policy- 
makers are trying again this year to throttle back a 
bit. Mr Mariano Rubio, the governor of the Bank of 
Spain, never shirks from doing the politicians' dirty 
work for them. Monetary policy has taken up the 
anti-inflationary slack. After a savage credit squeeze 
from late January, real interest rates were 4 points 
higher than West Germany's and 3 points above 
even Britain's. This hurts Spanish businesses trying 
to borrow at home to finance investment and has 
led to an explosion of foreign loans. It also helped 
push up the peseta by 1096 against the D-mark in 
the 13 months from January 1988, hardly a boost to 
exports. 

But the government's bet continues to be that 
Spain can and must grow by well above the EEC av- 
erage for a few years to get its productive infrastruc- 
ture into shape for full European competition from 
1993, Though the current-account deficit is ex- 
pected to double in 1989, one-third of imports are 
of capital goods needed for the domestic invest- 
ment boom. The rate of growth of imports has 
slowed anyway, while exports have about main- 
tained their rhythm. High company profits and in- 
terest rates are sucking in foreign capital. Spain's 
reserves at the end of 1988 were almost $40 billion, 
up by one-third over the year. 

The economics minister, Mr Carlos Solchaga, 
takes seriously the risk of rising inflation that this 
policy implies, at a time when the price of Spanish 
goods must compete with the rest of Europe's. He 
reckons there are safety valves. Spanish industries 
are operating at only 8096 of capacity (though the 
wrong industries tend to have the excess capacity) 
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Spaniards are 
thinking both 
bigger and smaller 
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and there is a reserve of unemployed labour. Infla- 


tion of 6.396 in the 12 months to January, however, 
forced him in late February to drop his 396 target 
for 1989. Private-sector economists expected prices 
to rise by closer to 596. 

They are assuming, however, that collectively 
negotiated wages do not increase by more than the 
6-6.596 that employers now expect to pay. Much 


aâ = nae 





will depend on the lead that the government takes 
with the public-sector workforce, and most of the 
conflict will arise there too. There is less room for 
manoeuvre than Spaniards are used to. For though 
foreign trade still equals only 38% of Spain's Gop— 
much less than in Britain, for instance, and only 
half as much as in Portugal—its economy is now 
part of the broader design called Europe. 





Europe of the regions? 


66 4986 isn't the year Spain enters Europe, it is the 
year that Europe enters Spain,” Spanish busi- 
nessmen used to predict. The first benefit from 
Community membership has been the improve- 
ment in Spanish management in response to foreign 
competition and, often, foreign investment. 

Outsiders are buying companies at prices that 
many Spaniards reckon are highway robbery, bet- 
ting that tighter management, technology and inter- 
national marketing will unlock productivity and 
profits. Some have already collected on their bet, 
like Volkswagen in taking control of Seat: the car- 
maker made money in 1988 for the first time in 12 
years. Urged on by rave reviews from financial ad- 
visers like America’s Salomon Brothers and Brit- 
ain's James Capel, foreign money is pouring in. 
Long-term foreign investment has totalled some $23 
billion since Spain joined the EEC. Far-sightedly, 
Spain’s politicians do not mind—as long as it brings 
in new technology. 

Mr Enrique Fuentes Quintana, an economist 
and former vice-president of the government, 
points out that while this sudden general revalua- 
tion of Spanish asset prices to European levels has 
created wealth for investment and consumption, it 
has created problems too. Prime-property prices 
have trebled in Madrid. The stock-exchange index 
there is almost three times what it was in December 
1985 and price-earnings ratios for Spanish shares at 
the end of 1988 were higher than in Paris, New 
York or London. Madrid is now the world’s 13th 
most expensive city to do business in, according to 
the Union Bank of Switzerland. The losers include 
ordinary people who find themselves paying more 
to live farther from their jobs. 

A second benefit, as expected, is cash 
from Brussels. The EEC's net annual trans- 
fer to Spain has risen from Ptas 13.7 bil- 
lion in 1986 to an estimated Ptas 160 bil- 
lion ($1.4 billion) in 1988. The doubling 
of structural funds agreed last year will 
bring in some 896 of the country's 
planned investment in infrastructure in 
1989, with more to come. Spain has over- 
taken Italy as the EEC's biggest recipient of 
regional-development funds. 

The biggest advantage of Community 
membership, however, is an intangible 
that has to do with Spaniards’ sense of 
identity. They are keen on Europe in a 
way that the British are not. Perhaps be- 
cause domestic political institutions like 
the Cortes have little power, loss of sover- 
eignty is not the burning issue it is off- 





shore. EEC directives (on, for instance, company re- 
porting) have by and large improved local practice. 
Europe stands for opening up, for modernisation in 
all sorts of ways. Spain has even anticipated several 
of the liberalising steps in its treaty of adhesion. 

Foreign-policy goals during Spain's low-key 
presidency of the Council of Ministers this year in- 
clude a plan to reduce Latin American debt and 
raise the continent's European profile generally. 
Vexed but important issues on the agenda range 
from tax harmonisation to the Delors report on 
monetary union and an initiative on the "social di- 
mension” of Europe. "The single market is all about 
freeing the movement of capital and industrial 
goods, but it doesn't do much for labour," says Mr 
Pedro Solbes, minister for Europe. He hopes to 
push a group of measures on workers' rights and 
conditions. There are strong domestic political rea- 
sons, too, for doing so. 

From their national point of view, the Span- 
iards are anxious to get a wrinkle on agricultural ex- 
ports from 1990 ironed out. The Commission in 
Brussels has also negotiated easier access for Span- 
ish manufactured goods into countries in the Euro- 
pean Free Trade Association (EFTA) and may urge 
EEC members to lower barriers faster too. The pe- 
rennial irritation of Gibraltar looks likely to stay no 
more than that, aided by Britain's fortuitous prom- 
ise to halve its troops there. Britain's new merchant- 
shipping act, however, which will ban many Span- 
ish fishermen from British waters, could cause other 
trouble between the two countries. 

In the background, Spain is grappling with its 
biggest Euroquestion: when to put the peseta into 
the exchange-rate mechanism of the European 
Monetary System (EMs). Mr Solchaga, the econom- 
ics minister, has said that he is no longer interested 
in going in next September, when the peseta is ex- 
pected to join the ECU basket of currencies. Central 
bankers yearn for the EMS as an external discipline 
to fight inflation. Sprinting Spaniards in the eco- 
nomics ministry hesitate to tie themselves as yet to a 
system dominated by slow-growing West Germany. 
They want to reduce inflation to EEC levels at their 
own pace first. Prices will have to get a lot worse or a 
lot better before the peseta goes in, unless Europe 
miraculously agrees on broad monetary reform and 
integration. 


Some are more equal than others 

Entering the EEC has given a new twist to a problem 
that is as old as Spain: relations between Madrid 
and the historical regions. Spain is spinning off 
power upwards, to supranational Brussels, at the 
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same time that it is devolving it downwards, to Cat- 
alonia, the Basque Country and the rest. The ques- 
tion, in a country historically torn by centrifugal 
forces, is what will remain in the middle. 

Granting a measure of autonomy to the re- 
pressed regions was one of the first priorities of post- 
Franco democrats. But devolution has got stuck 
along the way. There are now 17 regions of widely 
different sizes, responsibilities and resources, with 
four of them—linguistically distinct Catalonia, the 
Basque Country, Galicia and, later, Andalucia— 
clearly more autonomous than the others. Regional 
and local governments now control 3596 of all non- 
pension government spending, up from 26% in 
1984. They have enough independence to weigh 
down the central government's budget but not 
enough, most argue, to provide coherent services. 

As people become disenchanted with central 
government, regional parties have gained strength. 
Catalonia's Convergence and Union coalition got 
596 of the votes in the 1986 general election, more 
than the national United Left. These parties now 
rule three regions (the Basque Nationalists in coali- 
tion with the Socialists) and support non-Socialist 
governments in three others. Too fragmented until 
recently to have much direct impact on national 
politics, at least four mainly smaller parties will 
choose common candidates in the Euro-elections in 
June. And the larger parties have a new power as 
potential king-makers after the coming general elec- 
tion, when their support may determine who forms 
the next national government. 

A lot of regionalists—or  nationalists, as 
Basques and Catalans call themselves—would 
rather deal with Brussels than with Madrid. The 
Basque Country’s frustrated insistence on separate 
representation in Belgium has been a source of an- 
noyance in Madrid. Mr Jordi Pujol, Catalonia's 
canny president and a great believer in devolution 
as a liberator of productive energy, thinks that join- 
ing the EEC has mainly strengthened the central gov- 
ernment's hand. The Community is a compact of 
nation-states which set policy and usually act as the 
channel for money for regional and local govern- 
ments. But there are some tricky ambiguities. 

Madrid is responsible to Brussels for its regions 
even where it has transferred powers to them. A re- 
cent revolt in the Canaries may prove a test case of 
whose writ runs where. The islands belong to the 
EEC, but not to its common agricultural policy or 
customs union. On January Ist, according to 
Spain's treaty of accession, the Canaries were to 
lower tariffs another notch on EEC manufactured 
goods. The regional government, controlled by the 


Fewer bombs, more business 


CDS, refused. The Commission looked to Madrid to 
sort things out. Only after seven tense weeks did a 
peaceful deal finally seem likely. 

In its most virulent form, Spanish regionalism 
seems to be receding. The Basque separatists of 
Euskadi ta Askatasuna (ETA) have been attempting 
to impose by force what one author, Mr Patxo 
Unzueta, calls their Carlist-Leninist mix of national- 
ism and socialism since 1968, backed initially by a 
supportive population. More than 600 claimed 
deaths later, its firepower now looks reduced. 

France’s agreement in 1984 to extradite Basque 
terrorists has facilitated the capture of many of its 
top people. The economic depression of the smoke- 
stack Basque country, which underwrote ETA's ap- 
peal among the young, may now be lifting. Most im- 
portant, the Basques themselves are getting fed up. 
An anti-terrorist pact in 1987 got the support of all 
but one significant Basque party. lt has become 
commonpolace to see Basque mayors lead citizens 
through the streets in demonstrations for peace. In 
January 1989 ETA declared a two-month truce, its 
third in just over a year, and Spanish officials shot 
off to Algiers to try to negotiate a lasting cease-fire 
and pardon for the less bloody terrorists. 

"The difference between the Basque and Cata- 
lan nationalists is that the Basques want to leave 
Spain, and the Catalans want to run it," says one 
Castilian observer. Neither is likely for the moment. 
But as Spaniards seek new forms of political expres- 
sion, both Europe and the regions offer plausible 
possibilities. Neither really threatens national iden- 
tity, though both complicate it. Democratic Spain is 
too strongly itself to spin apart. 





We who are as good as you 


AN stranger lucky enough to come to Spain 
these days is struck at once by its particular viv- 
idness and vitality. The streets of the big cities and 
the central squares of the smaller towns seethe with 
people until all hours of the night. Businessmen grip 
each other by the elbow and talk of expansion and 
investment and new markets. Barcelona is building 
for the Olympic Games, which it will host in 1992, 
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and Seville is going all out to get ready to hold the 
World’s Fair then too. 

There is a new cultural ebullience, which not 
even the death in January of Salvador Dali, Spain's 
famous painter and enfant terrible, has dampened. 
Spanish films (Mr Pedro Almodovar's "Women on 
the Edge of a Nervous Breakdown") are gathering 
prizes around Europe. A Catalan theatre director, 











Europe 5 truest 
democrats have 
only to organise 
themselves a little 
better 








Who speaks for Spain? We will 





Miss Nuria Espert, produced "Madama Butterfly" 
at Covent Garden last year. Spanish singers (Isabel 
Pantoja, Rocio Jurado, Hombres G) are household 
names in Hispanic America. Spaniards are buying 
their own good novelists (Ricardo Vasquez 
Montalban, Soledad Puertolas) instead of waiting 
for the latest fix from Colombia or Peru. They are 
travelling and learning languages, mostly English, as 
never before. 

All this adds up to a confident modern western 
society, with its own history and culture but increas- 
ingly international habits. There is, perhaps, one 
difference—and one which matters now that the 
old political consensus is breaking down and more 
pluralist possibilities are opening up. 

Spaniards, for all their sociability, are not join- 
ers. They have not needed to be in the past, when 
families were the size of football teams and stayed 
put. Decades of civil war and dictatorship did not 
foster voluntary civic societies; those that did spring 
up (especially in the Basque Country and Catalo- 
nia) were mainly ways of defying authority, not of 
taming it. For all their energy, generosity and loyalty 
to their own, Spaniards have not been known for— 
perhaps because their history did not provide the 
occasion to develop it—that humdrum sense of 
civic responsibility that makes democracies work. 

Salvador de Madariaga, a liberal historian, 
wrote half a century ago: 


The Englishman, German or Frenchman who thinks 
about public affairs contents himself with entering the 
local branch of a party, working in favour of a hospital, 
giving his time to town administration, to a local assocía- 
tion supporting the League of Nations or to another of 
the numerous private or public collective institutions 
which come to hand. His patriotism is modest but prac- 
tical, daily but active. The Spaniard sees his country in 
its entirety and local issues seem small to him next to the 
immenseness and importance of himself. 


Spaniards do vote; turnout in the last general elec- 
tion was 7096, better than the Americans. But that 
is as far as it usually goes. Party affiliation is low. The 
one that claims the most members (the People's 
party) says it has 250,000, or fewer than 196 of the 
adult population. So is union membership: fewer 
than 2m out of an acknowledged workforce of al- 
most 15m. Lawyers and doctors vote little in their 
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professional associations, and there is almost no 
spontaneous community activity. 

In November last year a poll by the Social Re- 
search Centre found that 4296 of Spaniards did not 
give a damn what happened in politics; and 3596 did 
not give much of one. That is actually misleading: 
Spaniards do talk about issues and have opinions 
which they defend to the death. There is a sense of 
distance from the state, however, and a lack of 
responsibility toward it. 

That might be all right if Spaniards were madly 
self-reliant and entrepreneurial. They are not. In an- 
other poll taken at about the same time three-quar- 
ters of the people replied that they thought the state 
should take responsibility for people's problems, 
compared with 4496 of French three years earlier, 
and only about one-quarter of Americans. 

Madariaga worried in his day, and some Span- 
iards still do, that his countrymen were too individ- 
ualistic to adapt to the law of the modern world, 
which he optimistically reckoned was solidarity. 
Solidarity is not consensus, conforming passively to 
a ruling orthodoxy, but committing oneself con- 
structively and at all levels to make the system work. 

That is changing with democracy, in fact, 
though still only at the margin, and the change 
could prove the most significant of Spain's various 
recent transitions. Neighbourhood associations in 
Madrid sent their government more than 50 pro- 
posals this winter for dealing with the capital's ap- 
palling trafic. New community groups were formed 
there to try to keep drugs out of the centre of town. 
There are voluntary organisations that shelter bat- 
tered wives. The less that government (this or any 
other) seems able to solve problems, the more peo- 
ple take it on themselves to do so. 

This sense of civic responsibility is really the 
only missing piece. For Spaniards seem to have in 
their bones another quality rare in Europe: an utter 
lack of servility that at its worst comes close to anar- 
chy and at its best is the essence of democracy. The 
subjects of the medieval kings of Aragon used to 
pledge a marvellously qualified loyalty: “We who are 
as good as you swear to you who are no better than 
we, to accept you as our king and sovereign lord, 
provided you observe all our liberties and laws; but 
if not, not.” It still sounds familiar today. 
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Banking 
know-how 


Help 


yourself. 


The experience of Cariplo - one of 
the major Italian banking groups - is 

at your disposal. 

Its Head Office in Milan, Italy, is lin- 

ked on-line with over 500 branches; 

abroad the powerful international 

expansion has taken Cariplo into the 
most strategically important finan- 

cial centres, with branches in Hong 

Kong, London and New York and re- 
presentative offices in Beijing, Brus- 

sels, Frankfurt, Madrid and Paris in 

addition to connections with 1,800 

correspondent banks. 

Therefore, all over the world, Cari- 

plo's assistance and services are ea- 

sily accessible for any type of ban- 

king, financial and commercial tran- 
sactions. 

It is logical to trust the competence of 
a great bank which, since 1823, has 
known how to move with the times. 









GCA\RUPLO 


CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE 


A We know how. 


Calle Serrano, 73 - E-28006 Madrid 
Tel.: 1 4356702 - Telex: 49870 CARIP E 





n 1492, Columbus set out 
from a Spanish port to 
discover a new world. 

Discover for yourself a new 
world simply by reversing the 
journey: Come to Spain! 


The event is 
in 1992. 
But why wait? 


In 1992, we'll be celebrating in a 
big way the quincentenary of the 
coming together of cultures which 
marked a turning point in the 
history of the world. 

The same year, in Barcelona, 
well be hosting the XXV Olympic 
Games. 

Also in 1992, we'll be celebrating 
the naming of Madrid as European 
cultural capital 

And, as if that’s not enough, we'll 
be holding the World Fair in Sevill 

Its obvious that in the next few 
years, the word 'Spain' will be on 
everybody's lips. 

So how does the idea of a visit in 
advance of the big event appeal to 
you? 

Why wait for others to tell you 
about fabulous beaches, 
sensational food, excellent wines, 
sun-filled landscapes, galleries with 
priceless works of art, 
centuries-old castles, varied 
handicrafts, imposing mosques, 
extensive national parks, lively 
music, impressive cathedrals, 
colourful fiestas... 

Why wait, seeing as Spain's there 
waiting for you with all its charms 

Come now and be ahead of the 
times 

When everybody starts asking 
about Spain, youl already have all 
the answers 


Spain. Everything 
under the sun. 
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Thatcher 


It is a remarkable transforma- 
tion, and one that has be- 
come central in British poli- 
tics. Mrs Margaret Thatcher, 
$- that most hard-headed and 
39 urban of politicians, has be- 
me oo come deeply interested in the 
| son ai environmental i issues that, ten years 
(2 880i would have made her snort with irrita- 
- tion. This week she played co-host to a con- 
ence in London at which 123 countries 
ked about the threat to the ozone layer. 
ow-has such an unpromising caterpillar 
-pupated into.such a dazzling butterfly? 
~~" “She-can feel a political trend as sensi- 
3. tively ; as-a moth feels its way in the dark,” 
says an admiring minister. Mrs Thatcher" s 
. antennae have picked up the increasing in- 
id terest of. ordinary voters in environmental 
- issues, whether they be the Channel Tunnel 
. tail-link (now, at her prodding, to be more 
.. expensive and slower, so as to quieten the 
public outcry); or lead-free petrol (watch 
-next week's budget for encouraging tax 
-— changes); or tropical rain forests. The old 
Charge against the Tories was that they did 
« not care about the poor. Now, with the 
— growth of affluence, that has been replaced 
- by an accusation that they will sacrifice the 
environment to uncontrolled market forces. 
he opinion polls are beginning to show the 
your party drawing level with the Tories. 
Thatcher knows that, as the gap closes, 
issues could be lecorally decisive. 






















































The greening of Margaret - 


As a science graduate (she was a re- 
search chemist in the early 1950s, and is 
proud to be a fellow of Britain's Royal Soci- 
ety), Mrs Thatcher is passionately interested 
in the scientific challenge of environmental 
problems. She has rehung Downing Street 
with portraits of Britain's most eminent sci- 
entists and in September lectured the Royal 
Society on the need for politicians to have 
the benefit of a scientific background. 


From iron lady to green goddess 


Having at first seen her role as that of saving 
Britain from socialism and the western 
world from communism, she 
now believes that her leader- 
ship will be needed to solve the 
environmental problems of the 
planet. A group of visitors to 
Downing Street ten days ago 
heard her complain about the 
World Bank's role in helping 
to finance Brazil's destruction 
of tropical forests. 

She is prepared to work in- 
creasingly through the United 
Nations, an organisation which in her early 
years as prime minister she regarded with 
deep scepticism. Indeed, she has refused to 
allow Britain to take part in a conference in 
The Hague next week at which the French 
government will launch yet another envi- 
ronmental organisation, on the ground that 
there are enough of them already. What is 








now needed, she says, is action. 

Part of the reason for her new-found 
thusiasm for the UN and the problems of tt 
global climate is the influence of Sir C 
Tickell, formerly head of the Over: 
Development Administration and now. 
bassador to the UN. Sir Crispin, who: 
none of the traditional civil servant's resp 
for i inertia, is a career cere who in 197 


book, d Univer Change a P 
fairs”, , now dein read i in n Downing 


service in aed il yea 
been nominated as warden 
(yes, really), a new college for po: 
science and medicine at Oxford 1 
He may also end up with a big envi 


Waldegrave. Hei is nov 
ter of state at the Fore 
fice, but for five years ; 
nior ^ ' minister 
environment departi 
did much to keep tl 
: P happy with the 
Mr Waldegrave hel 
Thatcher draft the g 
sages in her speech to the Tory party cc 
ence in October. He inspired the lin: 
"no generation has a freehold on this 
All we have i is a life tenancy—wit ha 
pairing lease.” D 
Were Mrs Thatcher to decide. t 
her environment secretary, Mr - 
Ridley, who is much distrusted by envi 

















































> groups, Mr 

degrave would be a possi- 
placement. So would Mr 

hris Patten, at present over- 

as aid minister. He also wrote 

unks of the party-conference 

sch. But as he used to be | 

ical of Thatcherite eco- 

c the prime min- 

-still does not quite trust 














- Wil Mr Ridley make way 
for one of these youngsters? Al- 

ough Mrs Thatcher still val- 
es his political creativity and 
ntellect, she appeared, twice 
thin this past week, to re- 
buke him publicly. The first oc- 
casion was the matter of water 
ivatisation. She admitted 
that the government had failed 
convince the public of a cen- 
‘part of its argument for this controver- 
policy: that, by separating the ownership 
water supply from the regulation of its 
ality, it will be possible to force a pri- 
tely-owned industry to pay for invest 
ents that the. Treasury has shied away 
om. Such criticism could more justly be 














charge of the water bill, who has taken a 
gid legalistic stance and rejected attempts 
to write the appropriate statutory obliga- 
ons into it. It will now be up to the House 
of Lords to have another go. | 

The second apparent rebuke was at the 
| ozone conference. Mrs Thatcher had on 


A small first step 





NE dul step. the government 
f could take to reduce CFC pollu- 
¡now would be to introduce legis- 
ation requiring all the 2.2m fridges 
and freezers sold in Britain each year 
o be manufactured in a way that 
“would allow their freezer units con- 
taining CFCs to be easily detached. 
The appliances would have to be sold 
with a hefty deposit. This would be 
efunded at the end of their lives 
when the appliances were handed 
-back to be safely disposed of, or to 
-have their CFCs reused. 

. To get even faster results, the de- 
posit could be refunded upon the re- 
turn of any existing appliance with an 
undamaged unit containing CFCs. In 
this case the government might have 
to. pay an extra handling charge, al- 
though entrepreneurs might step in 
to meet the demand: Already one - 
clever firm, Bejam, is offering to take - 
n old freezers when customers. buy 
new / ones, safely recycling the. CFCS. E 






















































med at Mr Michael Howard, the minister - 


Tuesday morning ald the delegates that 
Britain would double its annual contribu- 
tion (£1!4m) to the UN Environment Pro- 
gramme. At the press conference which fol- 
lowed she said this would mean spending 
£3m a year. When Mr Ridley tried to correct 
her figures, she contradicted him in front of 
the television cameras, complaining that 
she had not been briefed properly. Now the 
Treasury is said to have told Mr Ridley to 
find the extra £500,000 from his existing 
budget. 

In developing a Thatcherite approach 
to the environment, the prime minister will 
open up political arguments. The Prince of 
Wales hit on one in a speech at a dinner at 
this week's conference. He called for a ban 
on ozone-damaging chlorofluorocarbons 
(CFCs) and implicitly attacked the voluntary 
approach advocated by Mr Ridley. Mrs 
Thatcher will either have to argue in her tra- 
ditional style that the state should simply set 
the framework for market forces, or be 
forced to pursue the sort of interventionist 
policies, including legislation, favoured by 
the opposition parties. 

Either way, she will have to get voters to 
accept that environmental protection costs 


somebody money: either the polluter (who 


passes the bill to the consumer) or govern- 
ment (which passes it to the taxpayer). With 
new Thatcherism as with old, there is no 


free lunch. 





University College, London 


Hard times 


YO UNIVERSITY will be allowed to 
close. That promise, made two vears 

ago om the education secretary, Mr Kenneth 
Baker, is a mixed blessing to Britain's vice- 
chancellors. as they struggle to make ends 
meet. They remember how, in 1987, the De- 





P nt icati Tsity. 
College, Cardiff to rescue it from gross fie 






nancial mismanagement. Soundly run uni- 
versities fear that such episodes damage not 
only their collective reputation, but also 
their individual finances: the cost of any 
bail-out must be taken from the cash allo- 

cated to the University Grants Committee 
(uoc), which provides most of their income. 





As a growing number of universities teeter 


on the brink of insolvency, they eye each 
other jealously, wondering who will be the 
next to be rescued. . 

University College, todas (UCL), 
seems an unlikely candidate. The UGC rates 
it third, after Oxford and Cambridge, in s 


research performance. It has recently swal- 


lowed up half-a-dozen medical schools and 


| other colleges; if i it were a university it would 
. be the fifth biggest in the country. Its top- 


notch academics attract £28m in research 
contracts from private industry and publi-. 
research councils—more than any univ — 
sity except Oxford. In 1984 a report for the 
Jarratt Committee on university efficiency 
concluded that UCL's finances were sound 
and well managed. 

Yet last summer the college M 
that, on present trends, it would have accu- 
mulated a deficit of £13.6m by 1992. That 
alarmed the UGC into setting up a special 
working party to look at UCL's finances, 
which included the permanent secretary to 
the education department, Sir David Han- 
cock, as accounting officer for the universi- 
ties. Price Waterhouse was commissioned to 
examine the college's claims. The firm 
found that its troubles were real —and were 
not the result of slack financíal practice. 

. Many of ucv's problems are shared by 
other colleges and universities. Its UGC 
grants can buy 3096 less than ten years ago, 
partly because of direct cuts and partly be- 
cause the grants have lagged behind na- 
tional pay settlements for academics. Mi 
obvious economies were achieved after t 
first big round of cuts in 1981; after the sec- 
ond round, in 1986, it was harder to spot 
savings. In addition, UCL has special prob- 
lems of its own. — 

@As part of the University of London, the 
college must rely on not one but two arbi- 
trary bodies for most of its cash. The UGC 
allocates money to the university, whose 
court divides it among the colleges. About 
15% of UGC money is channelled to univer- 
sities with the best research departments; 
UCL earns plenty of that cash for London, 


- but this year the university has not distrib- 


uted all of it to the colleges that attract it. If 
that and other distortions to protect weak 
colleges were stopped, claims UCL, it could 
clear £3m of its projected deficit: | 

eThe college's recent merger with. Middle- 

spital. Medical . School greatly 

ened UCL's medical faculty, "but 
brought i it a £3.4m bill. fori urgent r mainte- E 
nance, with no br to meet it. The col 





















e Sales, profits and margins up in both business 
- Siréams. n | 

@ Strong cash flow from operations. 

@ Marketing £268m (up 1896) and capital expenditure 
£148m (up 4896) continue the investment in our 

: brands. PE | 

Acquisitions and franchise agreements further 

<o> strengthen the business streams. 

"€ The published earnings per share figure shown 

above includes a change in accounting treatment 

for Advance Corporation Tax. Excluding this, the eo 

increase would have been 11.6%. s 
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lege has assumed that the bill will be met by 
the UGC or the university, which encour- 
aged the merger. But it has vet to be allo- 
cated the money, and is at the mercy of its 
financial masters until it gets it. 

e All central-London colleges reckon they 
get too little from the UGC to compensate 
them for higher costs. The university has re- 
cently claimed that it should get an extra 
£10m a year. 

University College has found ways of re- 
ducing the projected deficit to £8.8m, but 
feels powerless to cut it further except by ap- 
pealing to other bodies. It could make few 
savings by abolishing departments, most of 
which attract almost as much public and pri- 
vate money as they cost: closing half the col- 
lege would save £44m, but cost £43m in in- 
come. Most of the money it could earn from 
extra research grants and contracts would 
yield only a small percentage of the neces- 

ry cash. 

When the university court—its top 
committee—meets to allocate next year’s 
money on March 22nd, UCL expects to be 
treated better than this year. More uncer- 
tainty hangs over the deadlocked negotia- 
tions between the Committee of Vice- 
Chancellors and Principals and the 
Association of University Teachers over lec- 
turers’ pay. If the vice-chancellors succeed in 
their aim of settling for no higher percent- 
age rise than universities have been given by 
the ucc, University College will be able to 
subtract £4.7m from its assumed deficit. 
The one way that the college could gain 
greatest control of its own future would be 
by negotiating pay directly with its staff. 





Train crashes 


How not to shoot 
^e lights 


TRAIN passenger in Britain is roughly 

one-twentieth as likely to die in a crash 
as a car passenger travelling the same dis- 
tance. But every big rail accident prompts a 
public inquiry and demands for still safer 
trains. After three fatal crashes in as many 
months, politicians sit up and listen. Train 
collisions killed 35 people at Clapham Junc- 
tion on December 12th, five at Purley on 
March 4th and two in Glasgow on March 
6th. On March 7th the transport secretary, 
Mr Paul Channon, announced trials for a 
new generation of signal technology that 
would probably have prevented the last two 
of these accidents. 

In the past ten years just over 100 pas- 
sengers and railway staff have died in train 
accidents. In the 1950s nearly 400 died (see 
chart). The change has been due partly to 
far safer carriages, which have allowed pas- 
sengers to walk away from the most dra- 
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Only the technology has changed 


matic collisions and derailments; partly to a 
better signalling system, which has reduced 
the number of accidents. About half of the 
accidents that still occur involve driver er- 
ror. The rest arise from a miscellany of 
causes so diverse that it may be impossible 
ever to protect against them completely: in 
the 1980s they have included a collapsing 
bridge, a broken rail and a fire on a train. 
The two most serious accidents of the de- 
cade were caused by a cow on the Edin- 
burgh-Glasgow line in 1984 and faulty in- 
stallation of signals at Clapham—the first 
crash caused by wrong signals for 50 years. 

The number of drivers who fail to obey 
signals could be greatly reduced, at a cost, 
with improved technology. British railway 
engineers have spent most of this century in- 
troducing a way to ensure that signals are at 
least noticed. The first “automatic warning 
system", designed to sound an alarm in the 
driver's cab when the train passed a signal 
on caution, was introduced on the Great 
Western Railway in 1906. The installation 
of such systems on all but the quietest lines 
in Britain has only just been completed. 

But noticing a signal is not the same as 
obeying it. Roughly twice a day a train runs 
through a red light. British Rail has just 
launched an inquiry to find out why. In 
most cases, drivers simply misjudge their 
stopping distance, and over-run by a short 
way, causing no danger. The inquiry will 
need to concentrate on the minority—prob- 
ably just under one a week—that miss the 
signal completely. An obvious weakness of 
the system is that the driver hears the same 
sound for each of three graded warnings— 
stop and two levels of caution—and must 
press the same button to acknowledge the 
signal. A more discerning system was con- 
sidered, but would have cost three times as 
much. An accident at Wembley in 1984, and 
probably the recent accident at Purley, were 


caused by drivers mistaking one kind of sig- 
nal for another. 





Some European countries and Japan ` 


have now embarked on a new stage of signal- 
ling technology which virtually eliminates 
accidents caused by driver error. Computers 
transmit messages from signals to the driv- 
er's cab, telling him what speed to slow 
down to and automatically applying the 
train’s brakes if he does not obey. The most 
sophisticated version even calculates an 
ideal braking curve. Such systems have been 


introduced on many high-speed routes in — 
France, West Germany and Italy. On the 
French TGV, trackside light signals have — 


been dispensed with entirely. 

Mr Channon has now decided to try 
out an automatic braking system on two 
lines west of London. But such technology 


would be most effective on the maze of com- — 


muter lines south of the capital, where it 


would also be the most difficult and expen- 


sive to install. Mr Stanley Hall, British Rail’s 


former signalling and safety officer, guesses 
that it would cost £100m-200m in the south- 


Safer journeys 


t Provisional (passengers only) 


* Including underground 
Source: Department of Transport 
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ax on alcohol 


Joozers' budget 








y is that he will raise the duties on 
oze and baccy. Chancellors usually do: 
use the duties are specific, their value 
as prices rise. How far he raises the duty 
Icoholic drinks will depend on two con- 
ng forces: growing public hostility to 
unkenness, on the one hand, and the de- 
? of the EEC Commission to harmonise 





ies in advance of 1992 on the other. He 
ght do better, argues a new pamphlet* 
'om the lnstute for Fiscal Studies, to con- 
der bringing excise duties on different 
nds of alcoholic drink more closely into 


tits is nearly double that on half a pint of 
ror a glass of wine—though all contain 
ch the same amount of alcohol. Under 
è Thatcher, who likes a glass of whisky, 
gap between the ~ on beer and spirits 
as narrowed: the real value of duty on beer 
. risen 30% since 1979, while duty on 
its has fallen by 22%, and is now less 


cohol. Canini ind. Taxation” by Edmund 
oks. Institute for Fiscal uos London WIP 9LE, 


è Channel comes close to dispensing with ~ 


THEN Mr Nigel Lawson stands up to. 
deliver next week's budget, one cer-- 

















19 0 real Value. Duty on wine, 








É which thet EEC insists should be aligned with 


that on beer, has dropped further still: by 
2696. Its consumption by tippling Britons 
(see chart) has risen much faster since the 


war than that of beer or spirits. Drinking in 
general has risen at a slightly faster pace 


than real incomes: on the evidence of the 
past 15 years, the IFS expects it to double ev- 
ery 20 years. 

Taxing spirits more than other drink is 


- odd, for several reasons: 
e. Higher duties on beer and wine would 


yield more revenue. Curiously, according to 
the Treasury's own estimates of the way de- 
mand responds to price changes, so would 
lower duties on spirits. 

€ There is no evidence that alcohol i in AS 
form of spirits is responsible for more so- 
cially damaging behaviour (such as drunken 


dein) than alcohol in the more diluted 


forms of wine or beer. 

e If people want to get drunk, the tax system 
should not discourage them from using the 
most cost-effective means—spirits. Stripped 
of tax and duty, the cost of a measure of spir- 
its is 74/2p, compared with 33p for a half-pint 
of beer or anything from 16p upwards for a 
glass of wine. 

@ About three-quarters of the spirits that 
Britons drink is British made, compared 
with less than 1% of the wine they consume. 
Most countries discriminate in favour of do- 
mestic producers of alcohol: Britain, equally 
wrongly, discriminates against some of 
them. 

Bring duties into line by levelling them 
down, and alcohol consumption would rise 
steeply. It would be possible, the irs calcu- 
lates, to bring duties into line that way with 
no loss of tax revenue, but with a 25% rise in 
average alcohol consumption per head. An 
alternative would be to level up duties over a 
period of five years. Beer drinking would 
fall, though wine drinking would continue 
to rise. Interestingly, levelling down would 
encourage the poor to switch from beer to 
spirits (so they would bear the largest per- 
centage increase in tax payments); levelling 
up would have more neutral tax conse- 
quences, as it would hit with equal force the 
poor man’s pint and the rich man’s wine. 

Snag: the EEC might not much like level- 
ling up. But it might be more inclined to ac- 
cept a rise in duty on wine if duty on beer 
also increased. 





Local radio 


WABC, Retford 


4 UNNY thing, local radio. British visitors 
to America think it terribly romantic, 
and cruise Route 66 flicking the dial from 
the easy-listening station in Amarillo to the 
hard-rock one in Tulsa. Doing that while 

















































tootling along the A620 from Gainsboroug' ” 
to Retford just isn't the same. e 

Maybe it soon will be. The. Independent 
Broadcasting Authority (BA) is» seeking 
tenders for 20 community radio stations, 
which will have quite small geographical 
coverage, and may concentrate on ethnic 
groups. On March 6th the IBA advertised 
the franchise for the Greater London 

“multi-ethnic” station, the response to 
which will be intriguing—its coverage will 
extend to Potters Bar and Biggin Hill, where 
they have not seen a multi-ethnic for years. 

These community stations will compete 
with local newspapers (especially free-sheets) 
but also with the established high-power lo- 
cal radio stations, who are having their best 
years ever. Stockbrokers' circulars have 
tipped the shares of the radio companies 
listed on the UsM—taken together, they 
were the best-performing sector on the mar- 
ket last year—and of Capital Radio, which 
has a full stockmarket listing. Three years, 
ago, half the stations were losing money; s 
years ago the Leicester one went bust. Now, 
15 years after after its birth, the industry is 
earning its living. 

At the heart of local radio's good times 
lies an explosive growth in its advertising 
revenue. In the mid-1980s this ran at only 
£70-75m a year, sid dropping in 1985 
when Channel 4 television and Tv-AM came 
on air. In both of the past two years, how- 
ever, revenue has grown by 2596, to £123m 
in 1988. There are three reasons for the 
growth. 

e Though local radio still accounts t only 
2% of total advertising expenditure, na- 
tional advertisers are said to be um to use 
it as part of a mix of media outlets. 

è The cost of television advertising has Sene 
through the roof. 

@ As local radio matures, it has more. execu- 
tives who know how to market their. service. 
to advertisers. -. 

In the country as a hole bend 
revenue is split about equally between local 





















i| advertisers. Part of the im- 

ahcial performance of the indus- 

is come from station managers who try 
over their costs from local advertising 
one; any spending by national brands then 
oes straight to the profit line. It is that kind 


‘of good husbandry that has prompted a rash 








- - of share buying. Last year Crown Commu: 


. nications, about 25% owned by Australian 
. interests, tried to add Radio Mercury, in 
^. Crawley, to its existing radio ern 





^ which include tac, a London news-and-in- 


formation station. The IBA then invented a 
tule to the effect that no company could 


own stations with a combined audience of 


more than 1596 of the listening public, so 
Crown backed off. 

A contested takeover this year (the first 
in the industry's history) would, if success- 
ful, create a group just below the 1596 limit. 
The target is Piccadilly Radio in Manches- 
^f, which has plans m a friendly merger 

ith Midlands Radio, holder of franchises 
“in Birmingham and Coventry; the com- 
bined group would have about 13.896 of the 





: Inner cities - 
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national audience. But Piccadilly is being 
stalked, at a price of £39.5m, by Miss World, 
which is not a lovely lady but an unfriendly 
group controlled bi Mr Owen Oyston. He is 
a Lancashire businessman who owns Red 
Rose radio and has holdings in other radio 
stations. Were he to win (both bids will be 
settled at a much-delayed extraordinary gen- 
eral meeting on March 20th), Piccadilly's 
agreed takeover of Midlands Radio would 
have to be dropped, as Mr Oyston’s new 
combined group would have more than 
1596 of the market. 

These manoeuvrings are but a foretaste 
of things to come. The government is com- 
mitted to three national commercial sta- 
tions, and to a new radio authority that 
would run a deregulated system with the 
proverbial "light touch”. All of Oe begs 
the question whether the IBA's 15% rule will 
survive the IBA, which may be gone by the 
end of next year. Investors are starting to 
wonder who the national giants of the in- 
dustry will turn out to be. And what music 
they will play in Retford. 








Change, decay and. some revival 





ATEVER happened to the inner 
: cities? Without riots to remind them, 
| the British seem to have forgotten about ur- 
- ban decay. To prove that it has not, the gov- 
ernment celebrated the first birthday of its 
Action for Cities programme on March 9th 
. by pulling a nice statistic out of its hat: in- 
—. mercity unemployment fell by 21% in the 
. past year. Behind that comfortable average 


.. 8re some successes and a few failures that 


make bits of Britain's inner cities look al- 
nost as ghastly as America's ghettoes. 
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The statistic is not stunning, since na- 
tional unemployment has fallen by the same 
proportion. Britain's boom is forcing com- 
panies to find premises and people outside 
the south-east. But look closer at the figures, 
and regional cities have been left behind. 
Two years ago Liverpool’s unemployment 
rate was half as high again as the national 
average: it is now nearly double it. South 
Tyneside’s was then less than twice, and is 
now two-and-a-quarter times, Britain’s fig- 
ure. Still, most areas are better than they 





struction, financial services and print; few 


were, and policies have made a diff 
Action for Cities was a post-elk 
hash of the policies pursued after the ria 
1981 alerted Britain to its urban ho 
The government has concentrated on p 
ing the pump for the private sector. The L 
ban Development Corporations ha 
cleared land for prospective developers at 
arranged for the infrastructure needed: 
make a place work. Rate holidays, ta: 
breaks and handouts have helped to tem 
business into otherwise unappealing pla 
In some places, local big-wigs—City 
thers, as the government likes to thinl 
them—have got together to tackle their 
ies. In Newcastle, businessmen and civil 
vants with a spice of academia have put 
gether a plan for refurbishing -tl 
commercial area and, in another bit. 
town, for creating a "theatre village" 
Bradford, some property companies inc 
ing Trafalgar House have found the nasi 
bit of land they could and plan to develop: 
Critics argue that nudging the priva 
sector towards philanthropy is not enoug 
Even where employment is growing, loce 
do not necessarily benefit. As the House o 
Commons select committee on the UDC 
pointed out, unemployment in the London 
docklands was higher in 1988 than when the 
development corporation was set up in 
1981. Most of the jobs created are in con- 











Bangladeshis or ex-dockers have much ex- 
perience in those areas. They need to. be 
retrained. 

The Training and Enterprise Cóüncil 
(Tecs) which the government is now setting _ 
up are supposed to do the job. Most of the 
training schemes tried so far have been na- 
tional operations which can ignore local _ 
markets. The TECs will apply the City Fa- 
thers principle to training: in each city, busi- - 
ness and the public sector will confer on 
what the private sector wants and gear exist- 
ing schemes towards that. | 

As labour markets get tighter, businés 
men want to be involved. But they comp 
of poor co-ordination among the pleth 
centra- and local-government sch 
"Nothing can be more frustrating,” says 
David Grayson, enterprise director of B 
ness in the Community, "than getting t 
flight businessmen involved and fin 
that government has its wires crossed.’ 

The TECS are unlikely to prevent th 
liest development in the inner cities. B: 
is fostering the sort of underclass that 
America has stayed poor and unemploye 
irrespective of economic growth. In B 
ain's worse cities, groups of people—p 
single mothers and young blacks in part 
lar—seem to be stuck. Areas like Liverpool 
Toxteth begin to look beyond rep 
Hardly any young people there are in wo 
and some of its streets are off limits to 
police, let alone the businessmen. 
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("T^ HE big chests, the massive brains, 

the vigorous muscles and stout 
ames of the best men will carry the day, 
henever it is worth their while to contest 
prizes of life with the best women." To- 
day even the most conventional of women 
uld query T.H. Huxley's self-regarding 
ast—and with good reason. When it 
mes to competing for two of life's most 
ed prizes—longevity and good health — 
women trounce men. They live an average 
of six years longer, and suffer fewer heart at- 
s and strokes in middle age. This is not 
‘a matter of luck: they smoke and drink 
than men, and seek medical advice more 
assiduously. 


. But men are catching up. Men aged be- 
ween 45 and 55 are getting fitter more 
kly than any other group in the popula- 
1, and have enjoyed the biggest reduc- 
ns in heart disease and lung cancer, the 
in causes of their competitive disadvan- 
ge with women. Between 1974 and 1984 
mortality from heart attacks fell by 
1% (the comparable figure for women was 
96); and between 1960 and 1984 their 
iortality from lung cancer halved. 

The explanation may lie in changes in 
sonal habits. Up to now women have 
n less inclined to indulge in health-dam- 
pastimes, staying at home while men 






















went to the boozer. Now Britain's newly lib- 
erated women are smoking and drinking 
more. In 1971 four times as many men as 
women were admitted to mental hospitals 
with alcohol-related problems; 12 years lat- 
er, only twice as many. 

Young women in particular are taking 
to drink, as they delay marriage and go out 
to work. (Single women are twice as likely to 
be moderate or heavy drinkers as married 
women.) Unfortunately, alcohol harms 
women much more than men. Smaller and 
with a higher ratio of body fat, they get 
drunk more easily and stay drunk longer. 
They are more likely to develop cirrhosis, 
and their livers, once damaged, are less like- 
ly to recover than those of men. The num- 
ber of women dying of cirrhosis increased by 


3196 between 1979 and 1987, the number of 


men by a mere 1196. 

Men are giving up smoking faster than 
women. In the ten years to 1986 the propor- 
tion of adult smokers fell by 2496 among 
men and by 1896 among women. Ámong 
white-collar workers, the percentage of male 
and female smokers is much the same (about 
2670) among manual workers, it is only 
slightly lower for women than men (3696 as 
against 4096). Women in their 20s are more 
likely to smoke than women in their 40s, 
while men in their 20s are less likely than 
men in their 40s. 
`- -Men also take more exercise than wom- 
en. One in five men takes exercise that is 


sufficiently vigorous to give him a degree of 


protection from heart attacks. Women have 


not yet discovered the gym; only one in 50 of 


them do. 

. At the same time, the incidence of some 
diseases which afflict only women is rising. 
Mortality from breast cancer increased by a 
quarter between 1963 and 1983. The con- 


traceptive pill and more relaxed sexual hab- 


itsare taking their toll on the young and the 
middle-aged. Among 25- to 34-year-olds, 
deaths from cervical cancer are on the in- 
crease; on current trends, 4,000 women a 
year will be dying of cervical cancer by the 
turn of the century. True, AIDS has hitherto 
mainly affected men, and particularly young 
men: only 72 women in Britain now have 
the disease, compared with 2,031 men. But 


as the virus passes to heterosexuals and. 


drug-abusers, more women will die.. 

The sex gap in life expectancy is narrow- 
ing. Between 1973 and 1983 the expectation 
of life at birth increased by 2.3 years for men 
and 1.8 years for women. It may well narrow 
further in the future. For the first time teen- 
age girls are more likely to smoke than teen- 
age boys: one in three fifth-form girls 
smokes compared with one in five fifth-form 
boys. Girls are almost as likely to drink as 
boys, and drink more than their counter- 
parts a generation ago. Greater equality in 
lifestyles may mean greater equality in 
death-styles. 
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 Escalati 


ngcrisis | 





I TINLESS you are a New Yorker, a 

A trip on the London under- 
ground can be dispiriting: congested, 
noisy and dirty. Now London Re- 
gional Transport (LRT) has added a 
new instrument of torment: defunct 
escalators. 

The number of escalators out of 
service is rising. In mid-February it 
stood at 70; by early March it had 


risen to 89 —almost one in three of 


-the total of 276. 


LRT gives three reasons for this 
hell. The first is that the underground 
is the oldest public transport system 
in the world, and one of the first to 
install escalators. (When the first one 
was installed, at Earls Court in 1911, 
a one-legged man was employed to 
walk up and down the contraption to 
encourage sceptical passengers.) 


Many escalators are coming to the 


end of their natural lives. The second 


ds periodic overhauls. A big midlife 


inspection is routine after 20 years of. ^ 


service. Things will soon get worse on: 


the Victoria line, where the escalators 
were installed in the late 1960s. 

The third—and most important 
—is the King's Cross fire, which was 
caused by the build-up of a combusti- 
ble mass of grease, dust and litter in 
the running track of a wooden esca- 
lator. Át the time of the fire, 118 esca- 
lators had wooden parts: LRT now 


plans to remove them from all esca- 


lators by the end of this year. 
The London Regional Passengers 


. Committee (LRPC), which acts as a 


public watchdog, began to complain 


| about poor escalator service in 1984. 
| -Passengers are now paying the price 
of years of neglect: throughout the 


1970s and early. 1980s LRT failed to 


plan a rolling maintenance pro- 


gramme for its elderly fleet of heavily- 


used escalators. One reason for this 
was lack of money: the average cost of 
a new escalator is £1'2m. Another 
was a lack of information about their 
condition; LRT ordered spare parts 
only after they had broken down. 
Irritated commuters can expect lit- 
tle improvement in the near future: 


- LRT predicts that escalator services 


will be seriously disrupted at least un- 
til the late summer, and will face 


problems until the early 1990s. But a 


non-functioning escalator may be 


safer than a malfunctioning one. In 


1987 a New York woman was killed 


when an escalator step collapsed and 
.. She was eaten by the machinery. 


















T announced that 
plan to merge by swap- 
ing shares. The new com- 
ny, which will replace West 
Germany's Bertelsmann as the 
largest media company in the 


“| world, will have a stockmarket 


-— | value of $15 billion. Mean- 
| while Robert Maxwell, Silvio 
| Berlusconi and two other Eu- 
| topean media bosses are talk- 
|. ing about pooling $1 billion of 


i: film- and television-produc- 


tion assets. 


Alan Bond, a heavily in- 

debted Australian entrepre- 
neur, wants to sell his 20% 
hostile shareholding i ino 
< Lontho, a British mining-to- 


| newspapers conglomerate, for 


^a minimum of £366m 
($630m). That would give him 
a profit of £24m on the shares 
Ye bought in 1988. 


p go-ahead North Carolina 
..| bank, First Union, is paying 
| $850m for Florida National 


Banks. The acquisition will 


|. | make First Union the second- 
. | largest bank in Florida. New 
~ York's Chemical Bank, which 


: provisionally agreed to buy 


Florida National in 1984, will | 


sell its shares to First Union. 
Tighter capital rules thwarted 


| Chemical. 


Japan's second largest securi- 
ties company, Daiwa, bought 
a 3% stake in IFIL Istituto 
Finanziaria di Participazioni. 


| WFE is a financial holding com- 


r pany for the Agnelli family, 
which controls Italy's largest 
ndustrial group, Fiat. It seems 


that Daiwa will advise FIL on 
collaboration with Japanese 
companies. 


Markets 


West Germany’ S ; Bundesbank 


signalled it does not want to 


raise interest rates. Having re- 


fused to increase rates at last 
week's council meeting, the 

central bank cut the rate on 
its latest bat 


France's stockmarket.w. 
dog, the Commission des 


Opérations de Bourse, is to- 


have sweeping. new statutory 
powers to clean up the mar- 
ket. This will bring French 


E takeover law into line with 


British and American regula- 
tions and make partial bids 
more difficult. 


Grounded 


A federal court ruled that pi- 
lots at Eastern Air Lines 


could refuse to cross striking 


cabin crews' picket lines. East- 


ern has been forced to sus- 
pend all services except for its 
shuttles from New York to 
Washington and Boston and 
one Latin Ámerican route. 


The pilots' action threatens to 


bankrupt the company. 


Boeing, the world's largest 
aircraft builder, is borrowing 


tch of securities re- 
purchase agreements to 5,896. 


670 workers from its rival 
Lockheed to help increase its 
output of jumbo jets. By the 
middle of 1990 Boeing hopes ` 
to raise its total output of air- 
craft from 25 a month to 32. 


Sir James Goldsmith, a 
controversial financier, is go- 
ing into partnership with an- 
other trader of companies, Ja- - 


cob Rothschild. The two aim 


to acquire unfocused and inef- 


ficient British companies and - 
overhaul them. Goldsmith, 
who claims to have foreseen 
1987's stockmarket crash, has 


avoided the British stockmark- 


et for the past ten years. 


Hisashi Shinto, the former 
chairman of Japan's biggest 
company, Nippon Tele- 
graph and Telephone, was 


arrested on bribery charges. 


He was accused of accepting 
shares on favourable terms 
from Recruit, a business in- 
formation company, in return 
for helping Recruit set up a 
new telecommunications ven- 
ture. 


Debt woes 


The World Bank halted loans 
worth $350m to Argentina 
because the country has failed 
to carry out promised eco- 
nomic reforms. Argentina 
owes commercial banks over 
$2 billion in overdue interest. 
Argentina’s President Raul 
Alfonsin warned banks that 
they would have to lend more 
money if they wanted to be 


| 


| 


paid their interest. 


Commercial banks and the 
American Treasury are 
putting d emergency 
loans totalling $1 billion fo 
riot-torn Venezuela. The - 
Treasury's loan will be repai 
with an imminent $450m loa 
from the IMF, 


Mutual interest 


Britain's second-biggest buik 
ing society, the Abbey Na- 


£900m and £1 billion with it 
plans to become a share- ` 
holder-owned bank later this 
year. Depositors—who will b 
come shareholders in che n new 
bank—will get some free. ^ 

shares and some cheap ones. 


FS Assurance, a small Scot 


-tish life-assurance company, _ > 


qo to turn itself into å- 
| shareholder-owned company 3 
in order to be taken over by 


the Britannia Building Soci- . 
ety, Britain's tenth- largest. 3 


Bottom lines 


Sime Darby, a Malaysian | 


conglomerate, reported pre 


tax income up 6996 to 226m. 
ringgits ($83.3m) for the six - 
months ended in December. 
Higher rubber prices helped 
both its plantations and its — 
tyre-manufacturing business. 


Switzerland's bless: | 
bank, Bank Leu, said that it 
net profits dropped 2596 in . 
1988. The bank, which cut. 
dividend, blamed the. declin 
on losses in New York. z 


De Beers, the —— 
diamond cartel, doubled r 
profits last year to R2: 
($883m). Diamond sal 

3596 to a record $4.1 billior 


Fisons, a pharmaceuticals | 
company, increased its preta? 
profits by 21% in 1988 to 
£132m. More sales of anti- 
asthma and eye drugs pro- 
duced the improvement. 








Register now for 
«How to invest 1n 
A second loo 





The vast market 
potential of mainland 
China still remains large- 
ly untapped. But now the 
steady accumulation of 
knowhow and experience 
makes it worthwhile to 
take a second look at the 
prospects and problems 
of investment in China. 


Led by Professor K.C. Mun, leading 
China experts will explain the latest 





Policy : the opportunities offered by the Holdinga; cd 


special economic zones and coastal cities, 
investment vehicles and procedures, the 
problems faced by foreign investors. Place: Hong Kong 
And plenty of case histories will be Fee: 1.000 US$ 
presented too. 


to a good start by attending this unique 
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Please check appropriate boxes 


| = Yes, send me full details on Prof. K C. MUN's seminar to be held on 23rd 
and 24th May 1989, along with my registration documents. 


[.] Please keep me up-to-date with other activities organised by the. 
Lovanium International Management Center by sending me, as it is 
published, information relating to the following areas of interest: 


LJ Advanced Global Management (2 weeks residential) 

C International Financial Management (4 days) 

L Global Strategic Marketing (4 days) 

C] Competitive Strategy in Global Industries (5 days) 

C) Managerial Decision Making in an AR ANE Context (5 days) 
s International Contracts, Negotiation and Drafting (2 days) 
ee Relations in a European Coritext (2 days) 
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Length of seminar: Two days. 
Dates: 23rd and 24th May 1989. 


| : Phone (32) 2 65649.83 today or com- 

Make sure your China venture gets off plete this coupon to reserve your place at this 
important seminar, or to obtain full details on 
seminar. Lovaniums other activities. 
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IQNTERTAINMENT is the last great all- 
dae American industry. As a net exporter, 
“only the defence industry earns more. 


- America abounds in the natural resources of - 


popular culture—from Bruce Springsteen to 
Reader 5 Digest, from "Die Hard" to Coca- 
‘Cola. And, for decades, the industry had 
~sthing to learn from anyone: American 
wspapers, films, books and television pro- 
"grammes have been delivered to consumers 
~-in much the same way since the 1960s and 
often by the same companies. Foreign com- 
petitors never troubled the diners at the 
Beverly Hills Hotel. Now, suddenly, the in- 
dustry is under siege. 

The most obvious sign is the creation by 
merger of the industry's biggest company. 
Time Inc, a communications giant which 
owns the magazine of that name as well as 
Fortune, Sports Illustrated and People, 
wants to merge with Warner Communica- 
tions, a films-to-records entertainment 
group. The new company, Time-Warner, 
would be the biggest entertainment group in 
the world, worth over $15 billion on the 
stockmarket. 

‘True, the deal is far from cut and dried. 
Time is offering one of its shares in ex- 
change for just under two Warner ones. 
. This. values Warner at nearly $50 a share, 

ereas some Wall Street arbitragers reckon 
-At Warner’s break-up value may be as high 
“as $65 a share. Another potential stumbling 
block is Mr Herbert Siegel, the chairman of 
Chris-Craft Industries, which owns 1896 of 

.. Warner. Mr Siegel abstained from the vote 
















"NOE 


IOMIST MARCH 11 1989. 





set the new media 


. will be united straight away are 


on the deal at Warner's board 
meeting. Time Inc’s share price 
is already twisting and dancing 
in the winds of doubt. 

Nor is it clear what the com- 
panies expect to achieve by 
merging. The only divisions that 


Time's American Television & 
Communications cable-television 
distributor and Warner Cable. 
Otherwise, for the next two 
years at least, the two groups will 
be run separately by their two 
veteran chairmen, Mr Richard 
Munro of Time and Mr Steve 
Ross of Warner. Later Mr 


x 2s 
Nicholas Nicholas of Time gemd 
will take sole command. E 


But whatever eventually happens to 
Time-Warner, the industry will not be the 
same again. Wall Street is already speculat- 
ing about future deals. Will Coca-Cola sell 
Columbia Pictures to Tele-Communica- 
tions Inc (TCI), America's biggest cable oper- 
ator? Or perhaps to Japan's Sony, which al- 
ready owns CBs Records? Or to Capital 
Cities, which owns the ABC television net- 
work? Will MCA, another film studio, or CBs, 
a network-television station, be bid for? 

Behind these questions—and many oth- 
ers like them—lies fear: American entertain- 
ment companies are afraid that they have 
stayed the same while the world has 
changed. Over the past five years all the big 
media deals in America have involved for- 
eigners. Bertelsmann snapped up much of 
RCA and all of Doubleday; Mr Rupert Mur- 
doch bought Twentieth Century-Fox, 

Harper & Row and Triangle Publica- 

tions; Mr Robert Maxwell bought Macmil- 
lan; Sony bought css Records. The Time- 
Warner deal has been America’s first real 
response. For, unlike most Americans, for- 
eigners—particularly Mr Murdoch-—have 
shown scant regard for the traditional divi- 
sions of American media into films, books, 


1 newspapers and television. 


The gospel which Mr Murdoch 
preaches (and to which Time is now a corr 
vert) is that the economics of the whole 
entertainment industry requires compa- 

nies to expand, or die. It is an industry 
with three main characteristics: 


















































e High fixed costs. A fim-production 
company has no variable costs, for the film 
will cost the same to make whether ten o 
10m people pay to watch it. Miss Sharon 
Patrick, head of media consultancy a 
McKinsey & Co, reckons that 90% of a ca 
ble programmer '$ costs are fixed, 80% ofa 
radio station's, 10% of a newspaper's and. 
60% of a magazine's. Hence the importance 
of revenue and market share. As a rule of 
thumb, if a cable-television company cuts its 
operating costs by 10% its profits rise by. 
1896; if its cable reaches 10% more house- 
holds, its profits grow by 5096. | 
e High risk. No one knows how to produ 
a bestseller, a hit record or a box-offict 
smash. Companies therefore cover ris 
making as many books, records and films 
possible. Warner has had several poor yei 
as a film company but its videotapes 
records (helped by Madonna) have tak 
the slack. Another way to offset risk i 
control the distribution system: no d 
tor can turn a dud into a success, but he 
use his own duds (rather than other 
ple's) to fill out the spaces in his schedu 
@ Static revenues. People worldwide 
reading much the same number of E 
and magazines, watching the same am 
of television and films every year. Europe 
television (see box on next page) is the oi 
exception: deregulation is opening up 
market. Elsewhere, trying to build up an 
business is risky—as Mr Murdoch has fou 
out with Fox Television in America. 
should break even this year, helped by t 






























































St Ace cl ns 


current fad for its tabloid television. 
dramas; in 1988 it lost close t to 
$100m. 7 | 
These three E put u 
remium on size. Only giants can 
bsorb the high costs and wait for 

ve high returns, Small companies, 

n c other hand, cannot take big 
sks and, when markets are stable, 
innot lodge themselves in profit- 
ble niches as easily as when mar- 
ets are growing. Already, accord- 

ig to McKinsey; six record 
ompanies and five film, distributors 
ontro| over 60% of their world 
arkets. It is possible that just five 
r six global entertainment compa- 
ies will emerge of which only two, | 
erhaps, will be American. 

That is what lies behind the 
rgers and acquisitions. Mr Mur- 
och has stopped buying other 
npanies only because he has run 
of cash. News Corporation has 
ose to $7 billion-worth of debts. 
o days before Time-Warner was 
reated, Mr Murdoch spun off his 
ok companies into a separate in- - 
tment trust in an attempt to in- 
crease his acquisition fund. Time- 
Warner, with debts of around $3 
billion, boasts that it has enough 
"dry powder” to make all the acqui- 
sitions it wants to in Europe. 

< In the process, entertainment compa- 
nies—the largest ones anyway—are becom- 
ing “global” companies. Hollywood films no 
longer live or die in American theatres 











_ NEW YORK 


Y, UROPE's 1992 project may still be a 
dream for many, but it is already a bo- 
nanza for the film industry. Deregulation 
of European broadcasting means more 
channels with more hours to fill with pro- 
gramming. New subscription-television 
channels, such as British Satellite Broad- 
casting (BsB) and Mr Rupert Murdoch's 
- Sky, are competing with such fervour that 
prices for television rights to films have 
. been driven up more than tenfold in a 
2 year. 

-. Take two examples. A year ago the dis- 
` tributor of “Buster”, a film in which a pop 
star, Mr Phil Collins, plays a great train 
. robber, was being harassed by its banker 
. to sell the British subscription-television 
rights for $20,000. The distributor held 
. Out, correctly surmising that the price 
ei could only go up. In December Sky paid 
-. $500,000 for the right to show "Buster" 
first on the small screen in Britain. And 
Sky S arch-rival, : BSB, has paid more than 








| Buy now while film stocks last 
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alone. Mr Murdoch has treated the English- 
speaking world as if it were a single unit, us- 
ing profits from Australian. and British 
newspapers to pay Fox Television's bills. 
Considering their size, American entertain- 





Scandalous prices 


$1m for the British subscription-televi- 
sion rights to “Scandal’’, a controversial 


film about 1960s’ Profumo affair. That is a 


_ big bet for a film channel that still needs 


quotas aimed atq 
¿ers from the awfu 
- American films. app 
. Such quotas are d 
cause, as the current. 
: European audiences clamour for Ameri- 
"can films. In the movie business. at least, 
E Ur ges Sami is still king | 


ment companies have been slow to 
expand abroad. Time-Warner may 
lead their charge. 


Monopoly troubles 


As it does, it will pose an embarrass- 
ing question for governments: what 
will happen to the rules governing 
the entertainment business? In ev- 
ery country, broadcasting, newspa- 
pers and other parts of the industry 
are hedged about by restrictions; 
the aim is to prevent overweening 
companies threatening "the na- 
tional culture". Most of these rules 
were written in the days when 
broadcasting, newspapers and the 
rest were owned by separate compa- 
nies. They are becoming inappro- 
priate now. 

In America, for instance, televi- 
sion networks cannot be owned ' — 
cable-television companies and ca 
not show more than four hours of 
programmes made by a sister com- 
pany each day. The networks—csBs, 
ABC and NBC—are squawking that 
these rules mean they cannot ex- 
pand. Ánd while their route into 
the cable business is blocked, Time 
Inc's HBO, the biggest pay-television 
company, will be able to give 
Warner special deals to the detri- 
ment of other studios and cable firms. Is that 
fair? Hardly, but should the defences of di- 
versity of expression be breached because 
businesses are consolidating? 








to raise at least £350m before it can get 
started. 

Entertainment buffs say that the cur- 
rent price-mania in European television 
has some way to go because a great deal of 
money is still chasing rather few hit-films. 
And, as prices for. pay-television rights 
rise, they fall for free-television rights 
(which makes sense, since these are no 
longer exclusive). This happened when 
cable television was introduced in Amer- 
ica. It is now occurring in France with the 
success of Canal Plus, the biggest sub- 


scription-television channel outside 
America. | 
Naturally many of the films being 


bought for shewitiri in Europe come from 
Hollywood. Equally naturally, European 
governments are queuing up to impose 
otecting ED view- 
spectacle of more 
g on television. 
d necessary be- 
price-boom shows, _ 
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EASURES of fiscal policy, such as 
Å government borrowing as a per- 
ntage of GDP, provide little guide to 
whether a government is pumping de- 
mand into an economy or sucking it out. 
"The problem is that budget balances vary 
automatically with the business cycle: as 
| an economy expands taxes rise and unem- 
ployment benefits fall, trimming the defi- 
cit. To judge whether a government’s fis- 
cal stance is expansionary or not, it is 
. mecessary to strip out this cyclical effect. 
... Consider what happened in Britain in 
the 1980s. In 1980, the British govern- 
.. ment launched its medium-term financial 
strategy (MTFS), which was supposed to set 
— out a fixed path for fiscal policy several 
vears ahead. But year after year the 
MTFS has had to be revised, until its 
original purpose was lost. Recently, 
the revisions have been necessary 
because the economy (and hence 
tax revenues) has grown much 
faster than expected. It would have 
made more sense, perhaps, to set 
targets for the cyclically-adjusted 
public-sector balance and then al- 
low the actual balance to fluctuate 
over the cycle. 

How do you adjust for the cycle? 
Rule one is to use a measure—such 
as the general government budget 
"^balance—that excludes privatisa- 
| tion receipts, unlike the measures 
|. favoured by most governments. An 

| increase in asset sales will cut the 
. . budget deficit, but will have no di- 
qe rect impact on domestic demand. 
|] Rule two is to estimate the long- 
term trend rate of growth, and 
hence the gap between actual and 
potential output. Rule three is to estimate 
the sensitivity of taxes and public spend- 
ing to fluctuations in output. 
. The cyclically-adjusted indicator is de- 
 rived by deducting the estimated effect of 
the cycle from the change in the crude 
budget balance. The OECD’s measures are 
probably the most widely used, though 
| they can differ significantly from those 
calculated by others such as the MF. Dif- 
ferent assumptions on the trend rate of 
growth may affect not only the magnitude 
of the cyclically-adjusted measure but also 
its direction of change. 
ud The average (unadjusted) budget defi- 

-; cit of OECD countries shrank by 1.3% of 
-GDP in the two years to 1988. But, accord- 
ing to the OECD's estimates, policy was less 



















5 i its budget on March 14th, the British government is expected to an- 
is nounce another big budget surplus, along with tax cuts o perhaps £2 
billi on. Would this policy be contractionary or expansionary? 








. tight than it appeared: more than two- 


thirds of the reduction reflected the 
strength of economic activity. Thus ad- 
justed, the most expansionary fiscal policy 
last year among the G7 economies was in 
the country which has a reputation for fis- 
cal severity: the West German govern- 
ment pumped the equivalent of 1.196 of 
GDP into domestic demand (see chart). 
Britain, contrary to conventional wis- 
dom, had the tightest policy, removing 
the equivalent of 1% of opr. The £4 bil- 
lion-worth of tax cuts last year were not 
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* Central and locat government and social security funds 


enough to offset fiscal drag and the fall in 
unemployment benefits. It could, how- 
ever, be argued that the manner in which 
Mr Nigel Lawson, the chancellor of the 
exchequer, made his tax cuts—with great 
fanfare and the promise of more to 
come—encouraged consumers to go out 
and spend even more of their tax cuts 
than they might otherwise have done. 

If the British government were simply 
to leave taxes unchanged in this year's 
budget, then, because of fiscal drag and 
spending restraint, this would imply a fur- 
ther tightening of 1% of GDP. For a neu- 
tral budget, Mr Lawson needs to hand 
back about $5 billion in taxes. Any less 
and the budget will be contractionary. 
There are several problems with sim- 


ple cyclically-adjusted measures. 


© Higher inflation affects governments 'fe 
nances in two ways. It reduces the real 
value of public debt held by the private 
sector; and it pushes up interest rates and 
hence payments. Higher interes j 
ments swell the deficit, but the, 
wealth from the private sector to. 
ernment is ignored. When inflat 
high and rising, this makes policy 
more expansionary than it really i is, 
Inflation-adjusted balances, as. ‘calcu 
lated by the OECD, may give a better 
to the impact of policy on demand 
they are unsuitable as targets. Fixi 
gets in real rather than nominal terms 
effect underwrites the level of inflation. 
e Conventional measures give equal 
weight to different types of public spend- 
ing and taxes, but these have different 
impacts on demand after allowing for 
leakages into savings and imports. 
Differential weighting could help 
here. According to calculations by 
Britain's National Institute for Eco- 
nomic and Social Research, £1 
spent on goods and services in Brite. 
ain will have roughly twice the im- ` 
pact on demand as £1spentontax . 
cuts or extra benefits, since some of ` 
that will be saved. It would have six ^ 
times the impact of a reduction of — 
£1 in taxes on profits from North- 
Sea oil, most of which are remitted = 
‘abroad, | 
e The complex modiis ie ; 
tween public and private spending - 
means, according to some econo- 
mists such as Mr Willem Buiter, 
that summary measures of the fiscal 
impact on demand are meaning. 
less. Mr Buiter argues that there is 
no short-cut in assessing govern . 
ment action; he reckons you have ~ 
to use a full computer simulation - 
which specifies monetary policy. | 
A more worrying challenge comes- 
from so-called neo-Ricardian economists. . 
They argue that if the government cuts its 
borrowing, private savings will automati 
cally fall, as consumers expect lower taxes 
in future. Domestic demand will remain 
unchanged. While this theory may sound 
far-fetched, private savings in Britain 
Denmark and Sweden have indeed. 
slumped as budget deficits have swung 
into surplus. If this is no more than coin- 
cidence and there is some truth in the thè 
ory, then it does not make any sense to. 
judge fiscal policy by how much it pumps. 
in or out of the economy. From that point 
of view fiscal policy—however it is mea-. 
sured—becomes impotent. 
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nd | now for the 
Dusiness woes 


, tis easy to forget, but lurking at 
the back of Japan's Recruit 
_ scandal in politics and fr 
. nance is a real live 
" = company—an information 
. and property conglomerate 
E called Recruit Corporation. For 
iow. much longer? The company looks an 
deal candidate for takeover. Its founder and 
ormer chairman, Mr Hiromasa Ezoe, is in 
ail. Every new revelation from the public 
'secutor's office sends customers scurry- 
| away. Yet Recruit's core business is in 
an's fastest-growing sector, information 
rvices. With sales by the parent firm worth 
69 billion ($2.1 billion) and Y350 billion 
ing from its property subsidiary, Recruit 
ich in turnover if meagre in profits (the 
arent’s net income was ¥16 billion last 
ear). À tasty morsel indeed. 
^. Troubles seem to be arriving by the 
orry-load. The most dramatic is the slump 
in Japan’s condominium market. Prices for 
new condos in Tokyo are now 20-30% be- 


cruit Cosmos, the group’s property-develop- 
ment arm, is the third largest condominium 
builder in Japan; it acquired much of its land 


| X 7'ITH his recent book, "The Art of 
"V The Deal”, Mr Donald Trump, a 
New York property developer from 
= Queens, demonstrated the maxim that 
. no. man ever lost money by underesti- 
. mating the intelligence of his audience. 
He has been outdone. Sekai Bunka-sha, 
¿a Tokyo publisher of women's maga- 
zines, has discovered a jazzy way of telling 
| the histories of big companies: cartoon 
- strips. Its list, begun last year, runs to a 
dozen titles—including Honda, Suntory, 
Dentsu (Japan's biggest advertising 
agency) and, recently, Sumitomo Bank 
and Nomura Securities, 
Japanese adults are already keen on 
comics, as any trip on the Tokyo subway 
will confirm. And since the Nihon 
_ Keizai Shimbun, Tokyo’s main business 
daily, put out a comic in 1986 on the eco- 
nomic rise of Japan, consumers have got 
-used to the idea of serious messages in 
strips. Sekai itself first ventured into the 
-market with a picture version of the To- 
kyo Stock Exchange Companies hand- 





affiliated Housing and Urban 
Development 


low the peak they reached in late 1987. Re- 





Tintin and the great yen-swaps mystery 


the moment, but many smaller developers 
and speculators. do. Their distress sales are 
likely to bring land prices down further in 


the next few months—fine for home-buyers. 


but bad for Recruit. According to property 
analysts in Tokyo, Recruit may have as 
much as X2 trillion-worth of land that is 
about to be devalued. 

The group's other main 
source of income—advertising 
revenue from publications—is 
also troubled. As the scandal 
unfolds, the company becomes 
corpus non gratum. Embar- 
rassed, some customers are 
switching to rival organisa- 
tions. One of Recruit’s biggest 
advertisers, the government- 


Corporation, 
has announced it will be taking 
all its business away in the fi- 
nancial year starting in April. 
Local education authorities 
may follow suit. 

Readers, too, are deserting 
Recruit. One of Recruit’s smaller competi- 
tors, the Students’ Aid Association, has 
seen the circulation of its DODA weekly job- 
placement magazine grow from 100,000 to 
180,000 in just two months. lt is now 
launching a Y700m advertising campaign to 
knock Recruit's market-leading Bing off its 


M 


book; it sold 200,000 copies. After 
that—probably about as easy as making 
a movie of the yellow pages—corporate 
histories must seem a doddle. 

Each book addresses the firm's his- 
tory, present plans and future prospects. 
Difficult ideas, such as yen swaps and 
zaiteku, are relegated to footnotes. For 
the benefit of young readers looking for 
jobs, the books also give graduate start- 
ing salaries. These being comics, the writ- 
ers do not hesitate to suspend their read- 
ers’ disbelief. Profiles are always craggy. | 
New products are always discovered with | 

i 
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amazing skill. Company presidents get 
asked difficult 
conferences. | 

To write the inside story, Sekaihadto | 
persuade the bosses who are the subject 


questions at press 


of the books to co-operate. They conse- 
quently have about them the whiff of au- 
thorised biography. But Sekai maintains 
that the books are more than mere ad- 
vertising. If so, here is an idea for its 13th 


corporate comic: Recruit Corporation. | 


at or near the top of the market and most of © 
it is in hyper-priced Tokyo. True, Recruit - 
Cosmos does not need to realise its assets at 











- pedestal. More worrying still, Japan's largest 
and most aggressive consumer-credit com- 
- pany, Nippon Shimpan, has just opened an 


advertiser-sponsored "employment library" 
in Tokyo to provide information about job 
opportunities for students. 

. To stop the rot, Recruit is expected to 


announce drastic changes. Existing manag- 


ers will keep their jobs for the time being, 
though the company's president, Mr 
Naotaka Ida, and other execu- 
tives implicated in the scandal 
are likely to have their salaries 
and bonuses cut. The reshuf- 
fling will aim to isolate those 
responsible for bringing the 
company into disrepute and re- 
structure the business so it can 
manage without them. Mr Ida 
and others are expected to 
stand down once the reforms 
have been implemented. | 

Any idea that Recruit is 
vulnerable because takeovers 
are somehow un-Japanese can 
easily be dismissed. Some big, 
messy mergers have been oc- 
curring of late. Two years ago . 
Osaka-based Sumitomo Bank 
had no compunction about grabbing a fal- 
tering mutual bank called Heiwa Sogo when 
it saw a chance to expand its retail network 
in Tokyo. Itoman, a trading company with 
its origins in the textile business, has just 
bought a builder called Sugivama Shoji 
which came unstuck after having its own fi- 
nancial scandal. 

Given half a chance, Recruit's big lend- 
ers would leap at an opportunity to get their 
money out of the firm. All told, Recruit 
owes money to JO banks, with more than 
Y100 billion each to Sanwa Bank and Mitsui 
Bank (see table). The total debt is a stagger- 
ing Y1.7 trillion ($13.5 billion). By compari- 
son, the world's largest steelmaker, Nipp — 
Steel, which has gone deeply into debt in . 
der to restructure, has only Y1.1 trillion of 
outstanding bank loans. | 

The bankers know that the company 
will need financial surgery in the coming 
year. Before his fall, Mr Ezoe had planned to 
have the property subsidiary, Recruit Cos- 
mos, listed on the second section of the To- 
kyo Stock Exchange (it is currently traded 
only on the Tokyo over-the-counter mar- 
ket). The firm's First Finance subsidiary was 
then to be launched on the orc. 

Mr Ezoe's dreams went up in smoke last 
month when  stockmarket regulators 


-banned his company from further listings. 


The finance ministry has now forbidden Re- 


cruit to raise capital by issuing convertible 


bonds. A friendly takeover by a Japanese 


white knight (bail-out specialist Sumitomo 
Bank is everybody's favourite candidate) 


would suit Recruit’s nervous investors right 
down to their wobbling knees. 




















e ' picture 


A TRANSPORT revolution is taking 
place in Europe that could give the 
common market as big a boost as two dozen 
EEC directives. High-speed trains could soon 
ialve ground-travel times, putting London 
.. two, not five hours from Brussels; Paris five, 


~ not nine hours, from Barcelona. 


5 That is, the idea of railway bosses from 
. the 12.£EC countries plus Switzerland and 
- Austría Earlier this year they presented a 
_ three-stage plan to Mr Karel Van Miert, the 
. Asport commissioner in Brussels. They 
Y to knit Europe together with 19,000 
. miles of special track, two-thirds of it 
- mew, for trains running at more than 
150 miles per hour. The cost is esti- 
mated at around $100 billion. It 
could all be built during the next 25 
years, if other Europeans show as 
much zeal as France, which has a lead 
of 5-10 years. 

The hope is that trains will do for 
post-1992 Europe what deregulated 
airlines have done for America: help 
tie a vast market together. That may 
seem odd: trains' share of the passen- 
ger market has been falling. In.1975 
rail accounted for as much passenger 
travel between European countries as 

"did air; in. 1986 for about half as 
. much. Nevertheless, enthusiasts 
thin that high-speed trains are dif- 
< ferent: they hope that people who 
- would now rather fly than take an or- 
. ary train would choose a high- 
| ned train above either. 

French experience suggests that 
this may be true. Ten times as many 
passengers now take the Paris-Lyons 
Train de Grande Vitesse (TGV) as fly the 
.300-mile route. As the skies clog up, fast 
trains look increasingly attractive for Euro- 
pean-scale distances of 125 to 600 miles. 
|  High-speeders. think they have a winning 
me slogan i in “twice as fast as a car, half as ex- 
e pensive as the plane”. 
>`. -France is the driver. Its TOV takes about 
à 400 passengers at speeds of around 190 
miles per hour. A new model recently 
topped 250 mph. Early on, its planners de- 
cided to build special tracks and made the 
route for passengers only. A Paris-Brittany. 
line opens next autumn. A south-western 
. Service starts next year. À northern route to 
= Brussels and beyond, with a Chunnel 

anch, is due by 1993. 

Unlike the burghers of Kent, most 
ich mayors clamour for the TGV. Stras- 
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Tying Europe together 


Projected high-speed 
Europeaan rail network 
i with estimated journey 






eadli lines have been grabbed this week by plans for a high-speed _ 
etween London and the Channel tunnel. This is only part of a 


bourg, with a link planned to south-west 


Germany, is edging out Marseilles in the 
who's-to-be-next race. French law makes it 
hard to delay mandatory purchases of. prop- 
erty. Resistance is often overcome by paying 
over-the-market prices as compensation. 
France's train draws on several pecu- 
liarly French advantages: strong civil-engi- 
neering, centralised authority, an eager and 
Open state purse, and a large, fairly empty, 
country whose main routes radiate from one 
city. A European network can grow, most 
people think, only by linking up national 


rail systems. Can French efforts easily be re- 
peated elsewhere? 

ltaly's state railway plans 2,200 
kilometres of new lines for its Alta Velocita 
network. The Rome-Florence Direttissima 


. faded for lack of money in the 1970s. Re- 


started, it should open next year. A Milan- 
Rome-Naples leg is due in 1993. West Ger- 
many has ordered 40 high-speed trains. Part 
of the Hanover-Wiirzburg link is in opera- 
tion. The aim of Germany’s Federal Rail- 
ways is to lace the country with two north- 
south links joined, like a letter H, with an 


east-west route, 


Ordinary Spanish tracks have their own 
private gauge, but high-speed lines will be 
made compatible with the rest of Europe. 
Two lines: have priority: Madrid-Cordoba- 
Seville, with a target of 1992 for the Seville 


 rolling-stock is only being upgraded, he 




















EJ world an 


lona, to link with Bence A spu wi 
run into the Basque country to enc 
the recovery of Spain 's industrial hea 

British Rail is improving its lii 
ning north from London to Scotland : 
plans to improve its London-Bristol line. 















ever, to run at around 140 mph. ` 
Linking many of these systems: sho 
be easy. There are plans to join Franc 
with south-west Germany and with ‘Benel 
Other missing links (see map) pe 
lenges of technique and cost. A success 
Chunnel would encourage. the others 
ons-Milan could be four hours throug 
improved Fréjus tunnel. The Danes; à 
ing of a link to Sweden. d- e 
The western edge of the Pyr 
the other hand, will cause trouble, - 
when trains need not wait for a chang 
gauge. Nobody knows if high-speed Alpi 
crossings are affordable. As a comprom 
trains could run more slowly on 
ited sections of difficult track. 

























































H Disputes procedure | 
Making several national syste 
smoothly international will be ‘hz 
for other reasons. A well-run line 
Holland would be no good if it oft 
hit delays, say, in Belgium. Industr 
rivalry is leading to the old probl 
of technical standards. 

So are disputes between the co 
panies that supply fast trains. T 
world leader, Alsthom, which mak 
France's TGV, naturally wants to sel 
its train across Europe. Spain is bi 
ing. But the West German firms 
Thyssen, Krauss-Maffei and Siem 
have a train of their own, the Int 
City Express, due in 1991 and n 
easily compatible with the TGV. 

Then there is the question of h 
international links should be 
nanced: privately, as in the Chan 

tunnel, or by state subsidy, as m 
commonly in continental Euro; 

How should any profits be shared? Stu 

at Amsterdam's Free University sugg 

Frane stands to do best oo its TOV. 


nord eouth divide. In Ea eel Dot 
lated Holland and West German 


people do in uen Barone: he 
will join the Kent chorus as West , 
plans take shape. Yet southerners need 
worry much if the north goes slow. 1f 
north-south income gap narrows, and 
more and more northerners go to live in f 
rope's olive belt, it will make obvious sen 
to pull their far-flung cities closer, too. 




























































'stem failure 


ws In 1986 the Euro- 
œ) pean market for 
| computers and of- 
fice equipment was 
* "worth $39 billion, 
= about one-third of 
ie wi ear Europe’s pro- 
action doubled in the first half 
he 1980s, while exports more 
ian doubled to $9 billion, grow- 
g slightly faster than imports. 
zich numbers mask relative 
A single American com- 
y sold more computers than 
: of its European counter- 
ts, in every European coun- 





Digital Equipment, Unisys, 
ple and Compaq account for 
rge slice of European produc- 
on. Europe's national champi- 
ons have been squeezed. 

‘A number of forces bred Eu- 
rope's national champions. R&D 
Costs are so high that only large 
firms can afford to make a full 
range of computers. Manufactur- 
ng and marketing, too, call for 
large. initial investments. And 
0-5096. of computer sales are 
iade to local or national govern- 
ents. For many years, govern- 
ents used their patronage to 
p finance such costs and to 
pe the industry. 

dly as they fared in the 





the 1980s because costs rose 
he point where only interna- 


Indeed companies such as 


0s, national champions failed | 


Dur final brief on Europe' s electronics industry looks at comput- 
1 Unable to continue as national champions, European com- 
ter-makers are cultivating exports and new types of market 


tional firms could survive. As an 
industrial policy, championship 
has not worked. Such firms have 
been slow to catch each new 
wave of technology; entrepre- 
neurs have been neglected. In 
America the workstation pro- 
duced Sun and Apollo. In Eu- 
rope it produced imports. 

Analysts draw two conclu- 
sions: first, rationalisation is 
needed; second, short-lived 
product cycles and volatile mar- 
kets mean a company s prospects 
can reverse within six months. It 
may then take years to recover. 
Multinationals say that this is 
one of their great advantages: 
they have more markets to help 
them decide what is really going 
on and to help spread risk. 

To survive, Europeans are: 
è Restructuring. In France, 
Groupe Bull has linked up with 


Honeywell of America and NEC’ 
of Japan. Britain's icL, part of - 


STC, has returned to profitability 
and searched for allies. Canada's 
Northern Telecom took a 27.596 
stake in stc. And for technology 
ICL turned to Japan's Fujitsu. So 
did Siemens, which is Europe's 
biggest computer company. Ita- 
ly's Olivetti prospered so long as 
America's AT&T sold its personal 
computers in America. Since it 
distanced itself from AT&T, how- 
ever, Olivetti has suffered. Ac- 
cording to analysts its share of 
business  personal-com- 
puter sales in Europe fell 
two percentage points to 
8.696 last year. West Ger- 
many's Nixdorf, which 
enjoyed rapid growth in 
the early 1980s, added too 
much capacity, failed to 
recognise a new market 
and is now in trouble. 
Two Scandinavians, 
Nokia and Norsk Data, 
still need partners. 

€ Co-operating. The Eu- 
ropeans have learnt that 
co-operation in basic R&D 
can be of benefit. When 
the French, Dutch and 
West Germans joined to 
design a mainframe called 
Unidata at the end of the 


manufacturer, 


1970s, i it was a failure. Now they 
are to be found working together 


in the EEC's Esprit programme. 


This received 3 billion ecu ($2.4 


billion) for its first stage, which 
began in 1984, and will enjoy a 
further 3.2 billion ecu in its sec- 
ond. Esprit is promoting a single 

European market by establishing 


common standards for the com- | 


puter industry. 

e Building to international 
standards. Europeans are ex- 
pecting much from 
standardisation. When each 
computer ran only its own, pro- 
prietary, software there was an 
incentive for customers to buy 
new machines from their old 
since changing 


would have meant buying expen- 





sive new software and transfer- 
ring data. 

Theoretically, machines built 
according to common standards 
allow most software to run on 
them regardless of manufacturer. 
Machines built around the Unix 
operating system (which has be- 
come standard, despite squab- 


bling) supplied about 896 of the 


world computer market in 1988, 
according to the Gartner Group, 
a firm of American analysts. By 

























1993 Unix may rake more e that 
20% of the market and be promi- | 


nent in the medium-sized-com- | 


puter market —where European . 


firms do much of their business... 
Europeans hope standards will : 
allow them more easily to break - 
into their competitors' fiefs. 

But standards will also loosen 
the hold over customers which 
computer-makers have used to 
earn high margins. Competing 
standard systems will drive mar- 
gins down. Companies selling 
Unix alone have smaller profit 
margins than those largely sell- 
ing proprietary machines. | 
€ Diversifying. This and the 
relatively slow growth of some of 


their main markets is encourage | 


ing European computer-makers - 
(and their American counter- 
parts) to diversify. The main- 
frame market, which makes 
about a quarter of all compu 
sales, is growing by under 1096 a 
year. So computer companies 
want to add value to their hard- 
ware by. providing a service as 
well: so-called ' 'systems integra- 
tion” (the designing and assem- 
bling of specific systems for cus- 
tomers). | 
Hardware companies are con- 
centrating on applications, such 
as retailing, banking or local gov- 
ernment, rather than machines. 
They are also willing to sell other 
people's hardware. Siemens, for 


example, may buy in up to 3596 


of the equipment needed for a 
contract. Áccording to Eurobit, 
a firm of West German analysts, 
6096 of employees in the Ger- 
man computer-hardware indus- 
try work on software and ser- 
vices. But large software houses, 
management consultants and. 
countants also want the bi. 
ness. Siemens and 1cL, both of 
which have telecommunications 
experts in. other parts of their 
organisations, hope to profit 
from the yet-to-emerge synergies 
between tele- and data-commu- 
nications. | 
As standards evolve | 
and hardware manufac- 
turers find their feet as 
systems integrators, all 
European computer- 
makers hope to gain mar- 
ket share. Some may be 
disappointed. The Yan- 
kee Group, a firm of com- 
puter analysts, points out 
that Europeans may find 
that their gains come not 
from American firms, 
but from other 
Europeans. 
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INTERCONTINENTAL 
HOTELS 


Its where you go when youve arrived." 


FOR THE UNCOMPROMISING BUSINESS TRAVELLER WHO SEEKS A DISTINCTIVE HOTEL EXPERIENCE. 
RESERVATIONS AND INFORMATION CALL BANGKOK 253-0355-7. BOMBAY 202-3366 COLOMBO 21221 DAVAO 7605161 HONG KUNG 9-255091 JAKARTA 37 MANILA B 
3-818 


PORT VILA 655-5418. SEQUL 553-8181. SHENZEN 236.333. SYDNEY 068 221-828. TOKYO 020-455-655 OR CONTACT YOUR TRÀ 
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Semi-automatic 
legrest articulates 
as seat reclines. 






Broader seat 
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s ~ Space-saving | 
— aluminum mono spar and 


"C" shaped leg. 
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Now there's a carefully designed- 












are wider, with extra space between 





each one. 





comfortable by foot- and leg-rests. + 
Where these unique seats and a` 


completely new environment combine 


to create the finest business class ` 
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Arrive in better shape . 
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Increc ik fy International. 





Only a handful of banks in the world get a triple-A 
rating from the leading international rating agencies. 
So how is it that Credit Suisse receives this coveted 
accolade year after year? Solid Swiss qualities like 
reliability, discretion and continuity are obviously an 
important part of the answer. The other key ingredient 
Is our strong international presence. Credit Suisse's 


activities are closely coordinated with those of the 
global investment banking group, CS First Boston Inc, 
in which CS Holding has a substantial shareholding. 
This unique blend of Swiss tradition and international 
stature puts us in an ideal position to meet all your 
financial needs. Anywhere in the world. 


4 
We do more to keep you b at the top. 
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Zurich (Head Office) : Abu Dhabi - Atlanta - Beijing : Bogotá - Buenos Aires - Cairo Cup Caracas - Chicago : Frankfurt- Gibraltar  Guemsey - Hong Kong - Houston - Johannesburg : London 
Los Angeles - Luxembourg - Manama (Bahrain) - Melbourne - Mexico City - Miami : Monte Carlo - Montevideo - Montreal - Munich - Nassau (Bahamas) - New York - Nuremberg - Osaka - Paris 
Rio de Janeiro - San Francisco - Sao Paulo - Singapore - Stuttgart - Tehran - Tokyo - Toronto - Vancouver 
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HANSON'S FUTURE 


The conglomerate as antique 
dealer 


What will become of Hanson? For 25 vears this British firm has terrorised 


and reform 


ly run companies on 


th sides of the Atlantic, becoming 


tcher's favourite conglomerate. Now its creators, Sir Gordon 
White and Lord Hanson, are within range of retirement—just as the com- 
pany itself may be ripe for the Hanson treatment 


€CYOMETHING is afoot at Hanson's West 

End office. It has a war chest of £12 bil- 
lion ($20 billion) at its disposal. Surely, ar- 
gue the City of London and Wall Street, a 
big takeover is imminent? 

Maybe. The company does not like sit- 
ting on cash. It is also a self-confessed oppor- 
tunist—if a firm is available at the right 
price, it will strike. Nevertheless, if Hanson 
sticks to the strategy that has served its 
shareholders so well, it is now more likely to 
sell its own firms than to buy new ones. 

Knowing when to sell and when to buy 
has been the secret of Hanson's success ever 
since the early 1950s when Lord (then Mr 
James) Hanson took over his father's haul- 
age company in Yorkshire. Sir (then also 
Mr) Gordon White joined him in 1954. The 
pair made their way through printing greet- 
(ng cards (Hanson-White in the 1950s), 
making fertiliser (Wiles, which they bought 
in 1965 and renamed Hanson Trust in 
1969) and processing fish (Seacoast, a 
Floridan company which was Sir Gordon's 
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first purchase after he moved to America 
and founded Hanson Industries in 1973). 
Hanson, which dropped the "Trust" in 
1987, is now the western world's biggest 
maker of typewriters (Smith Corona), bricks 
(London Brick, Butterley Brick) and whirl- 
pool baths (Jacuzzi). It is one of the ten big- 
gest companies in Britain; Hanson Indus- 
tries is one of America's 60 largest industrial 
concerns. Hollywood used Sir Gordon as 
the model for the British corporate raider in 
"Wall Street"—the one who outmanoeu- 
vred Gordon Gekko, in case you forgot. 
Hanson's portfolio of companies is less 
diverse than it looks. It has 
stuck to basic (quite boring) in- 
dustries. Its investment criteria 
have also been the same, 
whether that investment is a 
billion-dollar takeover or a new 
typewriter plant: each invest- 
ment should be able to con- 
tribute to profits within one 
year and should be able to pay 










for itself within four. All returns are mea- 
sured in cash and, says Sir Gordon, forecasts 

of future profits that use disposals to pro- 
vide the cashflow end up in the dustbin. __ 
That said, everything is for sale—provided — 
that the buyer pays more than Hanson 
thinks the company is worth. 13 


Antiques roadshow | 
Hanson's prowess as a takeover machine has — 
been in spotting companies that fall into 
these simple categories. Lord Hanson and 
Sir Gordon White are more like antique - 
dealers than industrialists. With an eye for 
undervalued assets, they have wandered 
across America and Britain snapping up . 
dusty bargains, repairing them, and display- 
ing them in their shop-window. | 
Hanson admits it can never quite be — 
sure of the value of its purchases—it only — 
discovers that during the repair stage. But — 
by sticking to “mature” asset-backed indus- — 
tries, it limits the risk. There is no danger of. 
a brick kiln being outdated by a new tech- — 
nology (which can happen to a drugs com- — - 
pany), or of its assets walking out of the door 
(as at an advertising agency). Another risk- 
reducing tactic has been buying companies 
with strong brand names, such as Imperial 
with its Embassy cigarettes. 
For the past year or so, however, Han- 
son has been not a buyer, but a seller. Its — 
most recent big purchase was of Kidde, an - 
American conglomerate, for which it paid — 
$1.7 billion in 1987. Since then, says Lord 
Hanson, it has been "a sellers’ market". Sir — 
Gordon reckons that corporate America __ 
has gone on a "feeding frenzy". Though . 
some Wall Streeters think Sir Gordon in- 
vented the leveraged buy-out (all Hanson In- — 
dustries’ American deals have been fi- | 
nanced with debt secured against the assets 
of the target, though Hanson has always. 
used bank debt, not junk bonds), Hanson — 
has stayed clear of the current round of 
LBOs. It refused to join the bidding for RIR- 
Nabisco in America or for Britain's GEC. In 
the year ending September 30 1988, Hanson — 
sold more than £1 billion-worth of compa- 
nies: their book cost was just £370m. 
Many of these sales took advantage of 
the current fad for branded goods. Hanson — 
M sold Ross Youngs and ur/Lea 
& Perrins for a combined total | 
of £534m: both British food 
companies fetched prices of — 
around 25 times their earnings. - 
In February 1989 it sold 
Hygrade Food Products, — 
America's second biggest hot- | 
dog maker, to Sara Lee for 
$140m. Last year Hygrade 
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Sara Lee’s point of vi 





posals—the purchaser will cover its interest 
$ in the first year. Sara Lee, mainly a 

food company rather than a conglomerate, 

probably taking a longer-term view. 


it works 

is Hanson anything more than an asset 
tipper? “We are industrialists, not invest- 
ent bankers” asserts Sir Gordon—pre- 
mably a teference to America’s Kohlberg, 
avis, Roberts, none of whose founders 
$ worked in industry. The company says 
at it treats all its firms as if it were going to 
eep them. The truth is that Hanson is, 


bove all, an efficient manager. 


















5^ After acquisition, a company's head of- 
fice usually disappears. As independent con- 
.glomerates, SCM, US Industries and Kidde 
mployed more than 600 people between 
hem in their head offices: Hanson Indus- 
ries’ American office now has just 120. The 
arious operating units—Hanson has 
around 150—are then told to get on with it. 
Where necessary, Hanson will send in its 
wn managers to polish up the antiques. Mr 
‘Ron Fulford, for example, helped reform 
er Ready; he is now doing the same for 
mperial Tobacco. 
For most subsidiaries, contact with 
lanson's two central offices is dominated 
the management accountants with whom 
y agree their budgets each August. If a 
rm outperforms its budget, the figure used 
yr the next year's calculations is the actual 
rofit—not the budgeted figure. Operating 




















managers can earn bonuses of up to 60% of 
annual salary, depending on their unit's 
profitability. Their base salaries are not high 
by industry standards. 

Outside the budgets, all cash expendi- 
tures of more than £500 (or $3,000 in Amer- 
ica) have to be signed off by headquarters 


(ie, the management accountants). The 


quicker the payback from any investment, 


the more likely it is to be approved. The only - 


subsidiary which is treated more liberally is 
Air Hanson, the company’s helicopter fleet. 


Hanson is run by two ten-strong cabals _ 
on each side of the Atlantic (Lord Hanson is 


the only person to be a board member in 
both Britain and America). The only differ- 
ences between the two headquarters are the 


number of lawyers—the American branch - 


has more than 20, the British fewer than 
five—and the styles of the two leaders. Sir 
Gordon has made it a point of principle that 
he never visits any of the American subsid- 
iaries or even the American headquarters in 
New Jersey: he stays in Manhattan. Lord 


Hanson is more active in everyday affairs. 


.. Asamanagement system, Hanson’s mo- 
dus operandi owes more to blunt Yorkshire 
common sense than to management-consul- 


‘tants’ flow charts. Hanson has no truck with 


the “synergy” that other conglomerates try 
to build up. For example, both Imperial To- 
bacco and Elizabeth Shaw (a chocolate firm) 
are based in Bristol; and both deliver goods 
to newsagents and corner shops around 
Britain. Hanson prevents them from sharing 
distribution because it reckons that any 
economies of scale would be outweighed by 
the general sloppiness that would result if 
each company thought that distribution was 
the other’s problem. There is no corporate 
culture and little loyalty to Hanson itself 
(hardly surprising when a firm never sees its 
owner and knows that it has a price tag 
round its neck). 

Yet it works. The method has been ex- 
ported to various — "proto-Hansons" 
founded by ex-employees in Britain, such as 
F.H. Tomkins. Hanson should produce or- 
ganic growth in sales of around 15% this 
year. It has also shown that it can turn com- 
panies round. Smith Corona Typewriters 
lost money when it was owned by SCM: un- 
der Hanson it makes profits of $40m a year. 
Despite its reputation for a short-term view, 
Hanson ploughed money into producing 
Ever Ready’s new high-performance battery. 


What are they up to? 

Considering its reputation, Hanson’s recent 
sorties into the stockmarket have been strik- 
ingly unsuccessful. In mid-1987 Hanson 


built up small stakes in two British banks, 


Midland Bank and Morgan Grenfell: both 


 plunged further than most shares during 
that year's October crash. In 1988 Hanson 


had to put time and money into improving 
its embarrassingly weak share price—Amer- 
ican analysts were flown by Concorde to 


| No wonder they're | sm i ling 


. | Source: Datastream 


.London and a lengthy television-commer- 
. cial was produced. True, the company is +° 
efficient as ever: it will churn out o 
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£800m in trading profits this year. But tne 
stockmarket wants more. ^ a0 ooe 

_ The argument goes that Hanson will not 
"doa GEC" and just sit on a pile of cash until 
it itself is threatened. Hanson has recently 
increased its borrowing power to around 
£12 billion (almost enough for it to have 
bought gjR-Nabisco). Lord Hanson is now 
67; Sir Gordon is approaching 66. Both 
have promised to consider retiring when 
they are 70. That gives them time to digest 
one or two more giant acquisitions. Insiders 
say that this would also suit their style. 
“There must be one great fireworks show at 
the end," says Mr Robert Haville of Morgan 
Stanley. 

Yet the only splutter so far is an 8% 
stake in America's Cummins Engine, ac- 
quired at the end of 1988. Capturing Cum- 
mins might cost $1.2 billion—a good rocket 
perhaps, but hardly Guy Fawkes night. 

Hanson has not reached its current. 
sition by following the stockmark: 
whims. If it reckoned that it was a sellers’ 
market six months ago, it is difficult to see 
why it should think differently now (with 
higher share prices and higher interest 
rates). Targets are also less easy to spot. In 
















don, xl left Britain i in oe 
disgust at socialism”, admits that 
ies are now harder to fault. In Amer- 
anson hopes to pick up bargains when 
rent round of LBOs runs into trouble; 
iy take time. | 
anson could plough its cash back into 
ng business and rely on its skills as 
industrialist to grow organically. A good 
lea—but unlikely to produce the 25-30% 
nnual increase in earnings per share that 
brokers have grown accustomed to. Accord- 
ing to Professor Michael Porter of the Har- 
vard Business School, the biggest gains for 
conglomerat S- are the once-off kind that 
^s kicking: out an acquired firm's 
































r ating waste. Later gains 
» are and/or rely on synergy 
be perating units. 


)bvious..to "buy, Hanson | 
m “return more of its cash to 
~~ shareholders. It receritly increased its | - 
. dividend payment by 5496, to 68p | 
per share. Next year Warburg Securi- — 
ties reckons that Hanson will pay its E 
shareholders close to 9p—half of its. 
expected earnings. But there is much 





more value to unlock: in Hanson. us OE | 
How! Allders jode nen qu 
| London Brick Butterley Brick, 97 945 14135. 3 — 


Handing it all back 
Look at the table on this page, pre- 
pared by Mr Angus Blair of Kitcat & 
Aitken, a London broker. Mr Blair 
reckons that Hanson's break-up 
value could be as high as £12.4 bil 

. lion: yet the market values it at a mere 

= £6 billion? billion. Mr Blair's figures 

<- donot look outlandish. Last June 

Drexel Burnham Lambert reckoned 

~ the firm's net asset value was between 
c 4. 6 billion and £16.6 billion. 

" Breaking Hanson up is one of 
those games that investment bankers 
—— love to play. It has always been a hy- 
. pothetical one because there is no 
. one around to do the breaking up. 
< Few outside companies have the 
. credibility to mount a hostile take- 
' over; in public, Hanson itself has al- 

. ways. remained open to offers (“If a 

bidder offered enough. money, we 'd 
. . Send round a car to pick him up”). In 
_ private, though, the top managers are 
-- against the idea. 
^. The idea of a hostile bid still 
- looks unlikely, at least for the mo- 
—- ment. "Tt would be like trying to swal- 
— low a shark," says one banker. But as 
-LBO funds (and LBO prices) begin to 
^w wander across the Atlantic, the idea 
of an investment. bank-ed consor- 
urn bid may become less ridiculous. 
tainly Hanson would not stand at 
discount to its true value if it 
























| were an American c company. 


private? ‘ 
would imply that there was some ae | 


yter thinks that, if there. is 
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After the oil shock in 1973-74 Hanson's 
managers flirted with the idea of buying the 
company themselves, with £80m borrowed 
from Chemical Bank: the stockmarket then 
valued the company at under £50m. Other 


back-ofthe-envelope schemes were dis- 


cussed after the 1987 stockmarket crash, but 
abandoned. By the standards of the billion- 
aires who have taken their companies pri- 


| vate in America, Sir Gordon and Lord Han- 
son are relatively poor; both are worth 


around £100m. Why not take the company 
‘Because a management buy-out 


area that we could improve; there is not"' 
Hanson’s reply. 

What about floating off part of Hanson? 
(The favourite parts are either the American 
bit of SCM Chemicals, which recently at- 
tracted a bid of $2 billion, or the whole 
American operation.) Hanson's main argu- 


| Unraveling Hanson 
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Source: Kitcat & Aitken. 


4 ment. 


ing the firm's share capital, Hanson 


. way of doing this would be to buy ir 


 buy-out are ways of winding the co 
E notion n that bisha Y dismi 
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led we 
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o T o finish it.off," 















nationality" to » keep its s low: tà 
around 2596: it keeps most of its de 
America, and sets it against the hig À 
porate tax-rate there. Another option wo 
be to give shareholders equity warran 
tached to particular parts of the compa 
Another would be to spin off a series 
mini-Hansons which can repeat the form 
on a smaller scale: last year Hanson took 
11% stake in Wassall, a self-styled Ha 
clone, run by two ex Hansonites. Mr 
Miller and Mr Philip Turner. 
A final option would be for Hanso 
buy back some of its own shares. ] 







































increase its earnings-per-share. Ar 











vertible-bond issues—worth £1.2 billio 
All the alternatives to a man: 













1 j rec dvi. is 53 years ald) s 














s bin. as yet, lack n) clo of | Lor 
Hanson. or Sir Gordon. Inheritin: 
“any conglomerate. is hard: the fe 
that survive their founders usually: 
their share price slip. But Hanson | 
two particular difficulties. First, 
name; second, its dual nationality: 
Gordon and Lord Hanson’s long all 
ance has made running the tw 
halves look deceptively simple. — . 
Some people who have worke 
for Hanson are convinced that, wha 
ever they may say, Lord Hanson å an 
. Sir. Gordon will disband the co 
pany. "The guys that started it off: 
'says one. If that is t 
plan, then they have built up a co 
pany that lends itself to fragm: 
tion: everything is ready to be: 
Trying to breed a culture that 
hold it together as some sort of. 
trial operating company may b 
the interests of those who want t 
herit Hanson: it would not ne 
ily be in the interests of the foun 
or the shareholders. | 
One day, then, the City of | 

don and Wall Street seem likely t 
the fireworks display they want. 
meanwhile? Whatever the long- 

. questions, nobody can predict - 
son's immediate future. "There 
still a lot of badiy-run compar 
around" growls Sir Gordon. . 
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To be seen as a successful 


company these days. Usual! 


means that your investment 
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aspect which allows it to 
consistently out-perforrn the 


LOOKS LIKE THEY F= m see na» 


flexibility. There is only one 


° : investment tool that can be 
M U S | B | ; l j S ^ n g tailor-made to offer you the 


flexibility to fully participate in a 


rising UK equity market, whilst 
T R A D E D 0 PT 0 N S hedging against the risk of a 


decline. Traded Options. These 
Should be a vital part of every 
investors efforts to maximise 
portfolio potential and contro! risk. The London Traded 


Options Market is Europe's pre-eminent traded options 





market and offers options on over 60 leading UK equities as 


well as the FT-SE 100 index itself. The LTOM can provide 
you on request with the brochure A GUIDE TO TRADED 
OPTIONS: details of the LTOM video Waking up to Options 


plus information on an ‘Option Analysis and Pricing Diskette 






and various training courses. Expert assistance on options is 





THE 
INTERNATIONAL UE NR IAS TO CE 
STOCK EXCHANGE also available on the 


2 LTOM information line: O1 -628 1054. 9 
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2 e SSIFIED settlement systems in the 
London stockmarket are costing insti- 
tutions and. stockbrokers roughly £200m 
($340m) a year. That is about half the an- 
l losses currently made by securities 
ises from dealing in British equities. The 
International Stock Exchange (ISE) already 
has a blueprint for a new, state-of-the-art set- 
tlement system, but its introduction has 
been blocked by those who make money 
from London's antiquated ways—namely, 
custodian banks. 
Clearing and settlement is the business 
of exchanging shares for cash, and register- 


ing the shares in the new owner's name. In 


America and Japan settlement is done elec- 
tronically and, although paper share certifi- 
cates exist, these are deposited with a broker 
or with a custodian bank. Following a sale, 
the paper usually stays where it is; it is simply 
registered, by computer, in a new name. 
Some European bourses are going further, 
by doing away with share certificates alto- 
gether. France has transferred nearly all its 
bearer certificates on to an electronic share 
register, destroying over 2,000 tonnes of pa- 
“per in the process. Settling without paper 
ld cut costs by four-fifths. 
ao, Britain lags. The 1987 bull market left a 
1 £5 billion backlog of unsettled bargains, be- 
cause trading shares in London involves an 
: extraordinary paper-shuffle. Unlike Amer- 
cica, Japan and West Germany, which all 
“more sensibly have rolling, short account- 
; periods, the London stockmarket has an 





ndon's certificated lunacy 





* "he London stockmarket's antiquated E T system is hurting its 
reputation as a go-go internationa financial centre 


outmoded, two-week account; shares are 
paid for only at. the end of the account. 
Then, an investor who has sold a share has 


to send the certificate, plus a form, to his 


broker, who sends both to Talisman, the 
ISE's settlement office, which passes them on 
to the company's registrar. Since the pur- 
chaser also has to send a form, through his 
broker, to the registrar to get his share cer- 
tificate, at least three pieces of paper have to 
shift between six different places. For over- 


seas investors in Britain, paper and places . 


multiply. 

Because stockmarket turnover has 
halved since 1987, London's settlement 
backlog has now (largely) been cleared up, 
but at great expense. Eighteen months ago 
the interest payments alone for borrowing 
against unsettled bargains were running at 
an annual £15m for large firms such as Secu- 
rity Pacific Hoare Govett. Stockbrokers had 
to hire extra workers to clear up the back- 
log: in 1987-88 Citicorp Scrimgeour Vickers 
added 350 temporary staff to its 750 full-tim- 
ers, adding another £10m ($17m) to its 
payroll. 

That too-painful memory has ISE mem- 
ber firms hoping for today's quiet markets 
to continue until a speedy, modern settle- 
ment system arrives, preferably soon. This 
may take longer than they would like. The 
idea of a computerised, paperless system for 
settling shares, called Taurus, has been 
around since 1982. Largely because of the 
upheavals of London's Big Bang in October 





[986, plans for its i on have beet 
postponed umpte Cie 
exchange has just 
cility to lend to 
ever again run ir 
which might (ju 
around the marke 
Until last autt 

Taurus, 














end of this year. | 
from company regi 
tions that make me 
per-pushing—custoc 
Lloyds and Midland, whic | 
funds’ paperwork. | | 
Privately the binky eiecti to Tüutüs Te 
cause it would eliminate a big chunk 
paper-shuffling, which earns fat profit 
perhaps £80m a year. Anyway, they add, the: 
cost of Taurus—around £60m for the hard 
ware alone—is too high. Such views app 
short-sighted. If London had a faster, 
cheaper settlement process, more business 
particularly from foreigners and British pri- 
vate clients, would come the way of stock- 
brokers and custodians alike. Put another. 
way, if things do not improve, the business. 
might emigrate. ; 
Ás this squabble between the exchange 
and the banks has threatened London's at- 
tempts to reform its settlement process, the 
Bank of England is leaning on both. In late 
1988 it strong-armed the exchange into set- 
ting up an industry-wide committee to look 
at a computerised system acceptable to 
banks, securities houses, institutions and 
registrars. Called Siscot, the committee is 
due to report by March 15th. A sense of u 
gency has been added to the task by the 
planned privatisations of Britain’s water. 
dustry at the end of 1989 and electricity 
1990, huge issues that will involve millio 
of new shareholders. : 
Siscot, helped by management consu 
tants from Touche Ross, is now looking : 












than a centralised database: 

rus 2” would involve a decentralised 
vork of databases belonging to custodi- 
securities houses and registrars. Each 
base would make direct contact with the 
pany registrar after any change of share 
ership. The disadvantage of such a 
tralised system is that it would be hard 
anyone to monitor changes in owner- 
ip--which might make the exchange’s 

'eillance activities harder. 

aurus 3" would extend the facilities of 
YN, an existing paperless settlement sys- 
for market-makers, to other investors. It 
ie exchange's central nominee account 
uses a book-entry system (ie, it transfers 
nership of shares between market-makers 
thout issuing new share certificates). 
-ompany registrars are suspicious of this 
dea, because they feel that unwelcome pred- 
tors could then hide behind the exchange's 
1ominee name. Lawyers reckon it would: 
yrobably need new legislation to give com- 
yanies the right to know the underlying 
































































RITAIN'S Treasury, once its budget- 
Jd ary duties on March 14th are out of 
< the. way, is threatening a campaign to 
‘Te loosen what it reckons is an iniquitous 
|. City moneypress: pre-emption rights. 
These insist that companies raising cash 
2 through equity issues must offer them first 
. to existing shareholders. 
..- These rights, argues the government, 
:. hamper British companies from tapping 
_ capital from cheaper sources—especially 
- foreign investors. In America, where pre- 
emption rights do not exist, investment 
-banks bid to underwrite a whole issue; the 
inner then distributes the paper to in- 
-vestors wherever it sees fit. ; 
.. Sadly for the government, companies 
are currently unenthusiastic about danc- 
ing to the Treasury's tune, which is being 
: - conducted by the financial secretary, Mr 
.. Norman Lamont. True, the debate was a 
lively one two years ago. Then, two big 


wanted to use new issues to tap overseas 
markets and establish a foreign share- 
Ownership to match their foreign sales. 


sue, Beazer had to scale its one down. 

Then came the stockmarket crash. 
New equity issues have slumped—from 
£16 billion ($28 billion) in 1987 to £9.9 
billion last year. And firms remember that 
during the crash, foreigners were quicker 
to dump their « overseas. s ho 







system, both of uh wodd cost tfar 





gish companies, Fisons and C.H. Beazer, — 


Since existing shareholders would not get - 
any of the issues, British institutions 
balked at this. Fisons had to scrap its is- 


oldings than i 


























shareholders in SEPON. 

Taurus 3 is the most popular with 
Siscot, and will probably be given the go- 
ahead on March 15th. Not only is it cheap 
(about £10m to set up) but it has the advan- 


their domestic ones. 

Institutions point out that companies 
may launch (without approval from share- 
holders) non-rights issues of shares up to 
7.5% of the total allocated share capital 
over a rolling three-year period, but no 
more than 5% in any one year. 

Companies usually issue new shares at 
a hefty discount to the prevailing share 
price to make them more appealing. If 
those discounted shares were to pass to 
outside investors, then the value of exist- 
ing shareholders' stakes would be diluted. 
There is no net loss of value when existing 
shareholders take up their pro-rata por- 
tion of a rights issue, because, in effect, 
shareholders are paying themselves. 

Opponents of pre-emption rights re- 
tort that with American "bought deals", 
new issues rarely have to be priced at a dis- 
count, since companies can tap a much 
wider pool ofcapital. But total fees for un- 
derwriting and distributing big new issues 
are much. the same in America and Brit- 
ain, at around 296. 

Institutions argue that there is no ) real 
cost to shareholders when companies pay 
them to sub-underwrite new issues. More 


"teal for some: since it is the institutions 


who do the underwriting, there is a cost to 


and European Community company law. 


much. 
aes distribu ions 

the smaller shareholders left out. It is a (thro 
-transfer from small investors to big ones. 


E de Eoi naa ise that it can be - 
phased in slowly without a com- 
plete uprooting of the present system. Even 
so, the risks of putting the privatisations of 
water and (more likely) electricity on to an 
untried system seem too high for some mem- 
bers of Siscot. So they might stall for time. 
Alas, all the to-ing and fro-ing has even 
raised doubts about whether the exchange i is 
the best overseer of settlement in London. 
Some argue that the exchange should nei- 
ther own nor control any new paperless sys 
tem. There is no reason why it should. But it 
would be. London's loss if more indecision 
between the City's participants provoke ' 
host of ad hoc settlement arrangemer 
which would be more of a nightmare than 
London's current way of settling shares. 


i — — 
 Pre-emptory challenge 


| 
pering the — of private shares owner- 
ship. Despite past privatisations, the 
proportion of British shares owned di- 
rectly by individuals has dropped, from 
nearly 3096 to 18% since the Tories came. 
to power in 1979. The fall is explained | 
partly by the cost for small investors of 
dealing in London, and partly by the gov- | 
ernment's own tax regime, which gives | 
favourable treatment to insurance-linked 
savings schemes. 

Recently, London's International | 
Stock Exchange said it was setting up a | 
committee to look into new-issue proce- 
dures. The committee will consider 
whether the current procedures for new 
issues are damaging either London’s at- 
traction as a capital-raising centre, or the 
push towards wider share ownership. 

It would be surprising if the committee 
can suggest anything constructive about 
the latter. Pre-emption is part of British 



















The committee could propose that com- 
panies set aside a part of each new issue - 
for fresh shareholders, as often happens ` 
in France. But even: with laxer rules on 
pre-emption, share ownership will not get. 
ider without the kind of retail 
at c exis S America 





Sub-underwriting is one of the few re- m anks 


maining City cartels. 


Because of this cartel, the Treasury ap- 
pears to think that pre-emption is ham- 



















| NTERNATIONAL equity investors are 
nowadays concerned not just with the 
everity of the 1987 crash, which some see 
-as merely a short-term blip on their invest- 
~ ment performance during the 1980s bull 
| market. Many are worried more by the 
| fact that the world's 23 largest stockmark- 
. etsfell together during the October crash; 
. and that most of them then tracked each 
| other closely for months. 
The correlations between stockmark- 
ets during and after the crash were un- 
| canny and unprecedented. They are lead- 
ing, investors to reassess their reasons for 
i investing outside their domestic markets. 
© Throughout the 1980s institutions rushed 
{fF into foreign shares, believing it less risky 
than putting all their cash in one country. 
A clutch of new academic studies has 
tried to measure and explain the córrela- 
tions. Earlier research on the crash largely 
ignored its international aspect, focusing 
instead on the dynamics of the American 












Commission report picked on several 
technical factors which, it thought, might 
have contributed to Wall Street’s 
fall—portfolio insurance, inadequate 
margin requirements and the absence of 
"circuit-breakers". Such factors might 
help account for the severity of Wall 
. Street's collapse, but'do not explain why 
||. other stockmarkets fell together. Nor do 
| they explain the unusually high correla- 





e ued i into the spring of 1988 (see chart). 
|: * In a world of increasing global eco- 
‘nomic interdependence, it would be odd 
V, if stockmarkets moved entirely indepen- 
~ dently of one another. Clearly, some eco- 
nomic factors—world trade flows and in- 
. terest rates, for instance—will affect share 
-| prices in several markets. So, too, would 
other markets’ estimates of future risk. 
Yet the impact of such global factors on 
national economies varies. 
Until the crash, stockmarkets seemed 
to recognise this: between January 1981 
and September 1987, the monthly aver- 
age correlation between the 23 biggest na- 
tional stockmarkets was just 0.222, in lo- 
. cal-currency terms. (A correlation of zero 
| means that markets move independently 
| of one another; of one, that they move ex- 
actly in line.) In October 1987 most of the 
23 stockmarkets fell by more than 2096. 
. The average correlation, at 0.755, was ex- 
—traordinarily high. With the last three 
-months of 1987 included, the correlation 
since 1981 eed doubled, to 0. 415. 





1 ockmarkets move together 


market. For instance, the 1988 Brady 


4... tions between stockmarkets which contin- 


, evënteėn months after the October 1987 world stockmarket crash, 
investors and academics are still wondering what happened 





According to some economists, these 
strong correlations question the validity 


of "efficient market theory". This theory 


states that, in an efficient market, prices 
take account of all available information 
that might influence future share pros- 
pects. The crash seems to contradict this 
thesis, they say. How could new informa- 
tion so suddenly alter all markets’ esti- 
mates of future risks. 

. This is a misunderstanding. All that ef- 
ficient-market theory requires is that in- 


formation is dispersed evenly so that there 





are no arbitrage opportunities between 
those prices benefiting from the informa- 


tion and those not. The sentiment of 


other investors is as much “information” 
as is an interest rate. It would be surpris- 
ing if an American crash bigger than the 
Great Crash of 1929 did not have a pro- 
found effect on sentiment worldwide. For 
a new uncertainty had arrived: might 
there be a worldwide depression? Indeed, 
the correlation could be seen as proof that 
information flowed more efficiently than 
before. 

Some of the new research looks at 
whether share-trading techniques in dif- 
ferent stockmarkets, rather than the dis- 
counting of fundamental information, 
could have contributed to the steepness of 
their individual declines. Suppose that 
the trading of stock-index futures pushed 
a market lower than it would otherwise 
have fallen when it reacted to a worldwide 






ture. AT 
In a September 1988 mida in Fina 
cial Analysts Journal Mr Richard Rol 
professor at the University of California, 
looked at ten possible culprits, including 
computerised trading, stock-index futures 
and options, unregulated margin require 
ments and daily price limits. Yet Mr R 
could find no significant. statistical co 
relation for the whole of October 1987 be 
tween markets which boasted the sam 
technical variables. Some markets, h 
says, are inherently more volatile tha: 
others when they react to worldwide f. 
tors. They rise further on universal goo 
news, and fall further on bad. $ 
A study! by Ms Elisabetta Bertero an 
Mr Colin Mayer, of London’s City U 
versity Business School, did find that már- 
kets with daily trading limits (eg, Austria. 
and France) on average fell by around 896 
less than those markets which lacked 
them, but only in the ten days or so’ 
around the October 19th crash. Over th 
whole month, trading limits lost their sig- 
nificance. However, one variable which 
neither study was able to measure interna- 
tionally was portfolio insurance, since it 
was properly established only in America. | 
There, a wave of insurance-related selling zb 
seems to have contributed much to the © 
speed of Wall Street’s fall. INE 
In another paper? Mr Mervyn King : 
and Mr Sushil Wadhwani of the London 
School of Economics argue that stop-loss 
orders (instructions for shares to be auto- 
matically sold at certain price levels). in 
markets outside America may have trig- 1 
gered sharper falls in those markets, inthe | 
same way that portfolio insurance did on | 
Wall Street. And they reckon “mistakes” | 
were generated in one market (eg, Ameri- | 
can investors were perhaps unaware ofthe || 
effect of portfolio insurance-related 
ing), which then fuelled ‘ ‘mistakes” 3 
other markets. | 
What economists have so far failed to 
explain is why the monthly correlation be- 
tween the 23 biggest stockmarkets has in. 
recent months remained roughly 50%. 
higher than it was during the six years be: 
fore the October 1987 crash—even: 
though market volatility, high during t 
crash, returned to more usual levels a ye 
ago. As for investors, they are likely to b 
happier to invest in home markets, until i 
seems that the power of markets to infi 
ence one another weakens. 


! Global Interdependence of Stock Markets Aroun 
the Crash of October 1987, by E. Bertero and C. 
Mayer; Centre for Economic Policy Research, March — 
1989, : 
‘Transmission of Volatility Between Stock Markets, | 
by M.A. King and S. Wadhwani; London School of - 
Economics, December 1988 A 



























































































































S IHE Federal Reserve conniving with 
the Treasury to cover up the size of 
merica's thrift problem and keep part of 
he losses off budget? Congress has begun to 
orry about the role played by the Fed in a 
ontingency plan to fund insolvent savings 
d loans (thrifts). The Fed has said it is pre- 
jared to accept as collateral from bust thrifts 
1otes issued by the insolvent Federal Sav- 
ngs and Loan Insurance Corporation 
FSLIC). Congress has never put its faith and 
edit behind these notes. Moreover, ac- 
ountancy firms require institutions that 
m these notes to qualify their financial 
tements. — 

_ The Fed has agreed, in what amounts to 
eap of faith, to provide a line of credit to 
st institions. This risks undermining what 
til now has been the Fed's own impecca- 
ly conservative collateral standards when 
ending its own money. It also raises the 
horny issue of the Federal Reserve’s inde- 
pendence. At a time when the press has 
made much of a dispute between President 
George Bush and the Fed chairman, Mr 
Alan Greenspan, over the perceived threat 
of inflation, the thrift crisis shows the Fed 
acting in an altogether different light: as a 
tool of administration policy. | 

.. Critics also charge that in agreeing to fi- 
nance bust thrifts the Fed is not fulfilling its 
traditional (and legitimate) role as lender of 








uidity to deal with short-term financial cri- 
ses. With the thrifts the Fed is supporting 
nsolvent institutions, not merely solving 
roblems of liquidity. | 

n a letter sent to Mr Greenspan on Feb- 
sary 22nd, Mr John LaFalce, a Democratic 


ber of the House of Representatives, 


icy plan to finance insolvent thrifts. He 
so asked what impact such changes would 
ave on the quality of paper the Fed might 
ccept as collateral | — . | 

.. Mr LaFalce noted that the Fed appar- 
ntly would “accept FSLIC paper as eligible 
ollateral for its advances". He added that 
e understood that these advances were to 
e approved centrally rather than through 
he 12 Federal Reserve district banks, 
ontrary to normal practice. The district 
anks customarily lend through their “dis- 
ount window" facilities. The Federal Re- 
rve Board in Washington does not lend 
Loney. MEAM 

. Mr Greenspan replied to Mr LaFalce in 
letter dated February 27th saying that the 
ederal Reserve banks and Federal Home 
oan banks were prepared to lend “on a 








last resort. This is to provide temporary li- 


ed what changes had been made in the 
ed's lending as part of a then-secret contin- 


ared basis" to thrifts that did not meet _ 








normal Federal Home Loan Bank Board 
standards. The Fed governor also confirmed 
that the lending would be against a note 
"guaranteed by the rsuic". Mr Greenspan 
argued that these arrangements were. de- 
signed to cope with the potential threat of 
withdrawals by depositors. Consequently, 
the Fed was fulfilling its traditional role as 
lender of last resort. u 
. Mr LaFalce was not happy with Mr 
Greenspan's reply, saying it was quite clear 
that the Fed had lowered its collateral stan- 
dards. “Paper of dubious quality is circulat- 
ing in the system... The Federal Reserve 
should not be the final repository of that pa- 
per," he said on March 7th. | 
The congressman is not alone in his 
concern about the precedent of funding by 
the Fed of insolvent thrifts using dubious 
FSLIC notes as collateral. The Federal Home 
Loan Bank of San Francisco has refused to 
co-operate with the Fed's contingency plan 
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“THANKYOU — THERE WILL ALSO BE A SURCHARGE FOR BEGGING AND RECOVERY FEES CUP 
RENTAL AND VARIOUS MISMANAGEMENT OSTE WHICH WE MUST PASS ALONG TO THE CUSTOMER, 


FSL 


eral Home Loan Bank of San Francisco is 
choosing to adopt stricter lending standards 
than those of America’s central bank. 

Mr Martin Meyer, a veteran observer of 
banking, thundered recently in his weekly 
column in American Banker that the Fed 
has violated 75 years of precedent as a result 
of the thrift funding plan. He wrote: “From 
1914 to late last week loans were made by 
the Fed only from the discount window of 
the district banks to solvent institutions 
with satisfactory collateral." 

The Fed's decision to supply whatever 
money the thrifts might need removes the 
pressure on Congress to take speedy action. 
Delay will be costly. The official estimates of 
the size of the problem continue to mount. 
The latest comes from a report issued by rhe 
House of Representatives' banking com 
tee. It reckons that the cost (in terms of casn 
outlays) of implementing the Bush plan over 
30 years will be $335 billion. Unlike rsLiC 
notes, the final cost of closing down thrifts 
will be in real dollars, not funny money. 
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Insider trading in West Germany 


Impeccable complacency 


BONN 


ESPITE denials from government and 

bankers alike, West Germany is about 
to make insider trading a criminal offence. 
So far, the West Germans have shunned 
such a step, insisting that their system of vol- 
untary selfregulation by the main stock- 
markets is perfectly adequate. So why the 


change of heart? 


Increasingly, West Germany is being 
isolated on this issue as the EEC moves to- 


_ the opposite, it argued, to what the EEC aims 


wards its goal of a common capital market. 
Two years ago the European Commission in 
Brussels proposed common rules against in- 
sider trading, to be enforced by law through- 
out the EEC by the end of 1990. The West 
German government, backed by the banks 
and stock exchanges, dragged its feet, com- 
plaining that the commission plan will in- 
volve more regulation and -bureaucracy— 
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Got any tips, anybody? 


chieve with its single-market plans. 

But most member states already have 
laws outlawing insider trading or are busy 
drawing them up—the new drawers include 
Belgium, Spain, Italy and Ireland. None is 
impressed by the squawks from Bonn and 
Frankfurt. The commission scheme is likely 
to come before the EEC council of ministers 
shortly and a majority vote in favour will en- 
sure its adoption. Even Spain, which has no 
insider-trading law, wants to push it through 
before its period as chairman of the council 
ends in mid-1989, 

West Germany's "code of good con- 
duct" to prevent insider trading was first 
drawn up in 1970, toughened in 1976 and 
then strengthened again last year. Those 
most likely to have insider knowledge— eg, 
bankers and company directors—agreed to 
respect the code. Those in favour of self- 
regulation say that the disgrace of being 
caught and shunned by business partners 
outweighs any sanction which might be im- 

ad by law. 

True, the few insider cases in West Ger- 
many that have been firmly identified (such 
as one a few years ago involving trading in 
shares of an electrical company, AEG) have 
been piffling. However, critics suggest that 
only a few bubble to the surface, revealing 
lack of effective control rather than any 
strength in the existing system; and they 
point out that the strengthening of the code 
last year demonstrated how weak it was. 

The definition of "insiders" has now 
been widened to include, for example, ac- 
countants and members of the credit depart- 
ments of banks. Also, the passing-on of in- 
sider information for use by “middlemen” 
has been banned for the first time, and the 
investigatory committee has been given 
broader scope. Companies not ready to ac- 
cept the code (most have) are identified in 
some (not all) share listings by a small box 
containing a crossed "i" next to their 
names. A magnifying glass is recommended 
to anyone wanting to identify such black 





sheep. 

Does this mean all the loopholes have 
been closed? The case of Klóckner & Co, a 
West German-based international trading 
concern, makes many people doubt it. In 
1988, only months after the tougher code 
was approved, there were massive and pre- 
scient sales of Klóckner participation notes 
on the Düsseldorf stock exchange. The com- 
pany then announced a huge (and generally 
unexpected) loss on its oil trading activities. 
Insider trading? Perhaps a legal ban and 
tougher sanctions will do the West Germans 
no harm after all. 





Currencies 


| ove 'em and 
leave 'em 


HE foreign-exchange markets are a 

fickle lot. Last year they flirted with the 
high-interest-rate currencies—sterling and 
the Canadian and Australian dollars, push- 
ing them up even against the American 
greenback, also back in favour. 
This year these three currencies 
have been jilted. Since late last 
year sterling has fallen 796 
against the dollar; the Australian 
dollar has fallen by more than 
10% in the past month (after a 
rise of 2096 last year); and the 
Canadian dollar has slipped 296 
from its peak. The American 
dollar, itself propped up by high 
interest rates, has sagged. 

Britain, Canada and Austra- 
lia have short-term interest rates 
of between 1296 and 1696. Last 
year such yields were enough for 
investors to ignore rising infla- 
tion and widening trade deficits. 
This year economic funda- 





mentals are reasserting themselves. Ü 


One reason why investors are no longer 


impressed with yields of 16% or more in 


Australia is that interest rates have edged up — 


around the globe. So the interest-rate dif 
ferentials in favour of high-yielding curren- 
cies have narrowed. Moreover, as inflation 
rates in these countries are rising faster than 
elsewhere, real interest-rate differences have 
narrowed still further. 

The thinner interest-rate cushion has 
helped investors wake up to some nasty in- 
flation and trade figures in all three coun- 
tries. Investors who were not already un- 
nerved by Australia’s record current 
account deficit in January were sent fleeing 
by comments from Mr Paul "banana repub- 
lic" Keating, the country's treasurer, that he 


expected, indeed hoped, that the dollar - 


would fall once domestic demand slowed. 


Mr Nigel Lawson, Britain's chancellor 


of the exchequer, is unlikely to make that 
mistake. Another rise in interest rates to 
support sterling cannot be ruled out. At the 
least, Mr Lawson will have to forgo the usual 
interest-rate cuts that have accompanied 
each of the past eight budgets. 

The West German Bundesbank's deci- 
sion on March 2nd not to raise interest rates 
has helped to take pressure off the pound. 
The Bundesbank has increased rates by 1.5 
percentage points in the past couple of 
months. Normally, when this happens the 
other EMS countries are forced to follow suit. 
Not this time. The interest-rate differentials 
between the D-mark and most other EMS 
currencies have narrowed since last Novem- 
ber, by as much as two percentage points in 
the case of the Irish pound and the Danish 
krone. This is because of an expectation 
that members will try to resist a realignment 
for as long as possible. Many member gov- 
ernments, from the French to the Danish, 
now see a stable currency as a sign of eco- 
nomic virility, not a cure for economic prob- 
lems. So the flow of capital into high-yield- 
ing currencies has allowed interest rates to 
narrow without the currencies weakening. 


The EMS, which celebrates its tenth - 
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lignmen ha "decade. IE its early 

ealignments ; almost always involved a 
aluation of the French franc against the 
mark because of France's higher inflation 
te. But as the Amex Bank Review points 
ve French franc is no longer the weak 
Ik in the. currency system. lt has been 
jlding its own against the D-mark, thanks 
the 1ematkabie | provenen in its eco- 
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HE Recruit affair—the shares-for-fa- 
. vours scandal that has been rocking the 
panese government for months—has sent 
ockwaves through the Tokyo stockmark- 
The shares of its biggest and most cele- 
ated of listed firms, Nippon Telegraph 
d Telephone (NTT), have begun listing 
irmingly as public prosecutors investigat- 
g Recruit turn their attention to NTT's be- 
\ind-the-scenes involvement. 

= Last month the arrest of two former NTT 
managers on bribery charges started a move 











NTT shares. The giant telephone company's 
‘share price has slithered from Y2.1m 
($16,500) to ¥1.6m. Then came the arrest 
on March 6th of Mr Hisashi Shinto, the for- 


mer chairman of NTT and architect of its 


->> Its claimed that Mr Shinto’s office re- 
dtived Y20m ($157,000) in windfall profits 
from the sale of shares in Recruit's property 
ubsidiary. That was allegedly for helping 
he Recruit information-services group to 
juire a couple of American supercomput- 
-and get into the lucrative high-speed dig- 
al-communications business. 

Asa result, NTT has been barred from 
endering for certain public-sector con- 
racts, its leadership is in shreds, and recur- 
ing profits for the year ending this March 
Ist are likely to be 15% down. There seems 





om sinking all the way to the price at 
hich it was originally offered. This was 
1.2m in February 1987, when the first slice 
f 1.95m shares (out of 15.6m) was offered 
O an ecstatic public. Three months later 
"s share price had hit an all-time high of 
3.2m, confirming the myth that what went 
p in Tokyo did not necessarily have to 
me down. 

. For all its size, NTT accounts for a tiny 
hare of the Nikkei 225 index. But while or- 
inary. punters may watch the Nikkei care- 
illy, it is an unweighted index that i ignores 
firm's market capitalisation, with constitu- 
nt shares each having a nominal value of 
just ¥500. 

E Professional investors. pay more atten- 





among institutional investors to dump their | 


ttle to stop Japan's most expensive share - 


. pocket. Back in February 1987 


of 3 3 306 i is now P his a hence of ion rar 


Germany's 2.6%. And although France's | | 


trade deficit with West Germany is grow- 


ing—and is the main reason for expectinga 


realignm 


ment eventually—it is being offset by 
an increasing surplus with Britain, keeping 





its total current-account deficit to only 0.6% — 


of GNP last year. A realignment is now more 
likely to be triggered by Denmark or Italy. _ 











tion to the duller but more comprehensive 
TSE stock-price index (or TOPIX). With the 
whole of the first section of the Tokyo ex- 
change worth ¥460 trillion, the tradable 
portion of NTT amounted to Y11.3 trillion 
and accounted for 2.596 of the first section's 
market capitalisation—before its price be- 
gan to slide disastrously. A halving in the 
telecoms firm's share price would not bring 
TOPIX crashing, but it would be enough to 
scare the institutions. 

Institutional investors, foreign as well as 
Japanese, have already begun to run for 
cover—a panic that could send the rest of 
the market heading for the hills. Japanese 
banks and pension funds have been using 
their tokkin accounts (funds managed confi- 
dentially for them by trust banks) to sell 
large lots of the telephone company's 
shares. And although fund managers admit 
that the land that NTT owns is worth 100 
times more than the historic value recorded 
in the firm's books, no one is yet ready to 
view the grande dame of telecommunica- 
tions as a tarty "hidden sie play”. 

Already a lot of peopl e have lost a great 
deal on the government's flotation of NTT: 
many were housewives gambling with the 


family's savings. This could have a wide- 


spread, debilitating effect on the market in 
the months rene 

Although only 35% of NTT has yet been 
sold to the public, the firm now has more 
individual shareholders than any other 
quoted company in Japan. As with British 


Telecom, NTT was the first share most of tf 


them had ever owned. This, plus the sheer 
size of the company's us | 
capitalisation, has made NTT a 
stockmarket barometer for or- 
dinary investors. 

Only those investors who 
were first to buy NTT are still in 
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tober 1987, pe investors scrambled a’ 
month afterwards to pay Y2.55m a share for 
NTT's second slice. The company's third. 
slice, in October 1988, proved a good deal 
stickier. Reduced in size and price and de- 
layed by. several months, it eventually 
fetched ¥1.9m ashare. — 
The finance ministry is concerned that a 
further fall in NTT's share price could 


-frighten off many of Japa new generation 
of private investor 1 


e S Mott | 
permanent. At st Urs share 











programme dr trifaferring pes country’ s 

nationalised institutions into private. owner- 

ship. à 

The finance ministry has eames it- 
self to selling 50% of the tele- 
phone company before the end of 

_ the next financial year (ie, bef — 
March 31 1990). In short or 

A after that, it wants to bring such 


EN 


JW state-owned assets as Japan Rail- 
ot ways and Japan Tobacco to the 
a  market—and then, one day, the 


other half of NTT. 

In the meantime, the money from 
the next NTT slice has already been al- 
lotted for public building-works. So 

the government needs at least a sta- 
ble, if not rising, stockmarket to get 
the cash—which has already been 
promised to various pork-barrel inter- 
ests. So far the TSE continues to ob- 
lige, but no one expects the present 
bull run to last much beyond late 
spring this year—and certainly not if 
NTT’s share price falls much further. 

The one alternative being can- 
vassed by officials is to break NTT up 
into smaller, more manageable (and 
more saleable) chunks. On Thursday, 
March 9th, the finance mini 
called in NTT's young rivals in o.. 
long-distance telephone business for 
a chat about the problems of leasing 
lines from NTT. ! 

Next month the ministry will quiz 
NTT about how it plans to clean up its 
house and win back its shareholders' 
confidence. By August finance-minis- 
try officials hope to start talking once 
more to underwriters about the price 
and size of the fourth NTT offering. 
They are not the. only ones who are 

. praying that the Recruit scandal will 
by then have slipped quietly from the 
newspaper pages. 
























HE Soviet economy is su- 
perb at a few things, terrible 
at far too many. It produces the 
chnology that sends cosmo- 
auts.on space flights and makes 
- Russia a match for America in 
. nuclear. weapons. But it stays a 
military superpower only by 
"spending at least 15% of its GNP 
ence. compared with 
ca's 7%. And it fails miser- 
to produce enough of the 
ings ordinary people want: 
"food, housing, decent consumer 
" goods and services. Russia is a su- 
 perpower with a largely third- 
world economy. 
This is odd, because Russia 
has all the resources that should 
< make it an economic force to be 
_ reckoned with. It has a vast terri- 
tory (a sixth of the world's land 
area), abundant raw materials 
and more than 280m people, 
many of them highly educated. 
(It claims to have 1.5m scientists, 
a quarter of the world's total.) 
























Despite all that, Soviet house- - 


wives spend at least the equiva- 
" lent of day’ s work each week 









pping. Basic goods such as 
; ‘sugar and detergent are of- 
< ten unavailable or rationed. 
: ricans are nine times as 
:. y to have a telephone and 12 
times as likely to have a car as 
| Russians. What has gone wrong? 

|. The main problem is the sys- 
“tem of central planning which 
developed under Stalin in the 
late 1920s and 1930s. By then, 
industry had been nationalised. 
"The state was boss. Stalin cre- 
ated a system that gave power 
. not to market forces but to bu- 
< reaucrats. The Soviet Union has 
about 18m of them. 

on Central planning—also called 
(the "command" or "adminis 
‘trative’ economy, because it 
works by instructions issued 
"from the top—had certain per- 
: ceived . advantages. It made it 
- possible to muster the resources 
o turn the Soviet Union quickly 

a peasant economy to an 
dustrial one—a mustering that 
| 5d the killing of millions of 




















l ssia's last chance 


enty years ago the Soviet Union's last serious attempt at eco- 
omic reform was slowly dying. Mr Mikhail Gorbachev is now 
uggling to haul Russia out of the long decline that followed. 
il today's reformers do better than yesterday's? 


people. It also helped Russ to 
produce more steel and tanks 
than anybody else. But central 


planning has failed abjectly to 


supply people with the goods 
they want, and- has left Russia 
trailing far behind the free-mar- 
ket economies in non-military 


advanced technology. 


The Kosygin reforms 


Since Stalin's death in 1953, | 


there have been several attempts 
at reform. All largely failed. 
Much as the human body tends 
to reject alien tissue, so central 
planning has proved remarkably 
reform-resistant. The best recent 
western book* on the Soviet 
economy describes how Russia's 
reform cycles work: 


Economic reforms are a process, 
not an event. The process typically 
commences with debate... The 
debate culminates in a draft of the 
reform decree... Then there is a 
prolonged period of implementa- 
tion in which the detailed decrees, 
regulations and instructions are is- 
sued and brought into force. In 
most reforms, implementation 
meets resistance, and there is at 
least a partial retrenchment. After 
a period of time, during which the 
old economic performance prob- 
lems emerge (or re-emerge), discus- 
sions about another reform effort 


may occur. 








sophisticated. 





strongest pre-Gorbachev at- 
tempt at reform, which is com- 
monly referred to by the name of 
the prime minister who champi- 
oned it, Alexei Kosygin. The de- 
bate began in the early 1960s, 
when the Soviet economy had 
started to stagnate. It was led by 


. academics, notably Mr Evsei 


Liberman, and also involved 
young economists, such as Mr 
Abel Aganbegyan, who 20-years 
on were playing a prominent 
part in Mr  Gorbachev's 
perestroika (restructuring). In 
September 1965 Kosygin an- 
nounced his reforms: 

€ Price reform. This involved a 
revision of prices, but not a gen- 
eral freeing of them. They were 
still to be fixed by planners and 


| not by the market, though the 


rules became a bit more 
e Different incentives. To give 
factories more freedom, the 
number of obligatory targets 
ministries could hand down to 
them was to be reduced from as 
many as 40 to eight. In particu- 
lar, the so-called "gross output 
indicator", which encouraged 
factories to produce things no- 
body wanted, was replaced by a 
target for sales volume. A charge 
of 696 was introduced on fac- 
tories' assets, which had hith- 
erto been treated as free, in an 
effort to make enterprises 
economise on their use of scarce 
resources. And instead of being 
told by bureaucrats exactly what 
to produce and where to sell it, 
producers were expected to be- 
gin dealing more directly with 
their customers. 

è Reorganisation of the plan- 
ning hierarchy. The Moscow 
ministries, which had been 
"regionalised' in the late 1950s, 
were restored. 

Part of the reform stuck, but it 
was the wrong part: the beefing 
up of the Moscow ministries. 
The heart of the programme— 
the changes in factories’ incen- 
tives—was a failure. 

Conflict soon emerged be- 
tween the factories’ supposedly 
greater independence and the 
responsibility of the ministries 
above them to see that plans 
were met. The ministries won. 
Gradually, they started to set 
more and more targets. 

The direct links berween fac- 
tories never developed. Because 
factories did not have to worry 
about going bust—the state, 
they knew, would cover their 
losses-—they carried on wasting 


That was n pattern of the | 









systett Eporhedi ther 
advertently became mx 
cient: success meant stiff 
gets for the following yea 
the planners made life hardes 
for the best factories and easi 
for the worst. 

Events outside Russia did 
help the reformers. The S 
led invasion of Czechosloval 
in 1968 was a boost | 
hardliners. By the early 197 
the Kosygin reforms were dea 


Ready, steady, Gorbachev. : 


After that, the economy sloy 
ran out of steam. Even the o 
cial, highly optimistic statist 
show this: these claim that: 
tional income grew by an av 
age of 5.796 a year in 1971-75, 
4.396 in 1976-80 and by 3.696 
1981-85. Unofficially, Sov 
economists admit that by t 
early 1980s the economy had 
tually stopped growing. M 










































while the capitalist economi 
far from being destroyed a 
Marx had predicted, were doi à 
all right. 
Perhaps the most telling si 
of Russia’ s failure was its pop 
tion's life expectancy. As.co 
tries get richer, their peoplet 
to live longer. In the So 
Union people had started to 
younger; Soviet males expec 
average to die ten years. ea 
than westerners. | 
So Russia was overdue f 
other attempt at reform - 
the by-then-senile party- 
Leonid Brezhnev, died in: 
A reform debate began, 
took off when Mr Gorbat 
came to power in April. 198 
This time, the champions of 
form insisted, the changes had 
much better chance of success 





















*"Reforming the Soviet Economy: Egi 
ity versus Efficiency". By Ed A. Hewe 
The Brookings Institution, 1988. 
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SCHOOLS BRIEF 


e The Gorbachev factor. The 
1965 reforms failed partly be- 
cause Kosygin was only the 
prime minister; the party boss, 
Brezhnev, was not committed to 
them. The Gorbachev reforms 
would be pushed hard right 
from the top. 

@ The clear record of failure. 
Compared with 20 years earlier, 
Russia had fallen further behind 
the West. Since the country had 
used up its cheapest sources of 
oil, coal and other materials, its 
relative decline looked set to ac- 
celerate. Mr Gorbachev echoes 
Mrs Margaret Thatcher in his in- 
sistence that "There Is No 
Alternative". 

e The scale of reform. The 
Gorbachev reforms would be 
"comprehensive". They would 
affect every part of the Soviet 
economy, not just certain bits. 
This time, moreover, the 
changes would go beyond eco- 
nomics. There would be political 
reform as well, including open- 
ness (glasnost) in debate, even 
concerning past mistakes. This 
would involve everybody in the 
reforms, making them harder to 
reverse. 

There is some truth in all 
these arguments. But fine theo- 
ries are not enough to make 
perestroika work. The real test be- 
gan with the launch of Mr 
Gorbachev's economic reforms 
in the "Law on the State Enter- 
prise" of June 1987. 

The main idea is to replace ad- 
ministrative whim with sound 
economics. Mr Gorbachev 
launched a frontal attack on the 
bureaucrats, who were seen as 
the saboteurs of the 1965 re- 
forms. About half of the staff in 
the Moscow ministries and in 
the Communist party's eco- 
nomic-planning bureaucracy are 
due to go by 1990. The remain- 
ing planners have been told to 
concentrate on grand strategy, 
not details. 

Factories are to draw up their 
own plans, with the help of sup- 
posedly non-binding “control 
figures". They will produce 
partly for obligatory "state or- 
ders", but will eventually agree 
up to 70% of their output di- 
rectly with customers. With 
these new freedoms come new 
responsibilities: factories are 
supposed to be “‘self-financing”’, 
meaning that they should no 
longer rely on state handouts. 

In foreign trade, hitherto a 
state monopoly tangled in red 
tape, reform started early. Many 
factories are getting permission 
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Workers submitting to hollow 


to conduct trade for themselves. 
Joint ventures with western com- 
panies, once ruled out as ideo- 
logically unsound, are now being 
actively encouraged. 

The most promising novelty is 
the attempt to make perestroika 
work from the bottom up as well 
as from the top down. Private 
enterprise is being promoted, 
although, to spare Marx's feel- 
ings, it is called "co-operative"' 
business. Already there are some 
50,000 co-operatives. 

Mr Gorbachev wants a green 
revolution, too. The Soviet 
Union's farms were brutally 
collectivised under Stalin; its 
farmers are only one-tenth as 
productive as America's. Mr 
Gorbachev's idea is that farmers 
should again become "masters 
of the land", leasing land and 
equipment for up to 50 years. If 
the farmers could produce 
enough food to fil Russia's 
shops, the battle for perestroika 
would be all but won. 


Another 20 years 
The trouble is that the shops are 


far from full. The queues in front 
of them have got longer, not 
shorter. Worse, inflation is com- 
ing out into the open, fuelled by 
a budget deficit that has soared 
to about 1096 of cnr (dwarfing 
America's, at roughly 396 of 
GNP). Inflation is unofficially 
reckoned to be 6-8% and rising. 
So Russians are beginning to 
think that perestroika does not 
work. Mr Gorbachev and his 
supporters are admitting that, 
despite all those lessons from the 


aterialism 
past, reforming Russia is proving 
far harder than they imagined. 
Why? 

Part of the reason is bad luck. 
Just as Mr Gorbachev took over, 
oil prices plunged, wiping out 
roughly $8 billion of Russia's 
hard-currency earnings each 
year. Then came the nuclear ac- 
cident at Chernobyl. Then came 
the earthquake in Armenia, 
where, according to the Soviet 
prime minister, Mr Nikolai 
Ryzhkov, rebuilding will cost the 
equivalent of half this year's 
growth in national income. 

But there are many other rea- 
sons. By trying to do so much at 
once, Mr Gorbachev created 
confusion. Instead of the spec- 
tacular results the reformers un- 
wisely promised, the economy 
has, if anything, got worse. That 
has damaged Mr Gorbachev's 
credibility. 

Opposition to perestroika has 
been deeper than expected. It 
ranges from active sabotage (eg, 
by the mafia that profits from 
black-market trading in scarce 
goods, and so does its best to 
keep the shops empty) to inertia. 
Awkwardly, to tackle the weak- 
nesses of the Soviet system Mr 
Gorbachev has to attack some of 
its most popular parts. These in- 
clude the egalitarian ethic and 
the extraordinary if shabby level 
of social security that the state 
gives Russians from cradle to 
grave: free housing, education 
and health care, and full "em- 
ployment". Opposition has 
come not just from the infamous 
ministries, but from many ordi- 








nary people as well. 

The new co-operatives are un- 
popular because years of com- 
munism have made people suspi- 
cious of anybody who earns a lot 
of money. The farm reforms 
have stalled because Stalin de- 
stroyed so many of the country's 
peasants, and because the ones 
that are left are afraid that if they 
take up Mr Gorbachev's leasing 
offer they too will one day be 
punished by neo-Stalinists for 
getting rich. In the factories, 
workers are being told to put in 
extra effort, but why should they 
bother? There is little to spend 
their roubles on in the shops. 

Some parts of the Soviet 
Union—notably the Baltic re- 
publics of Latvia, Lithuania and 
Estonia—are ardent supporters 
of perestroika. So much so t' 
this has become a worry. Be 
enthusiasm for reforms is lins. 
to Baltic nationalism, which 
threatens to become separatism. 
Mr Gorbachev does not want to 
lose parts of the Soviet Union. 
Nor does he want reform-mania 
in Eastern Europe to provoke a 
conservative backlash, as 
Czechoslovakia did in 1968. 

The deepest problem with Mr 
Gorbachev's perestroika, how- 
ever, is that it leaves the crucial 
contradictions of earlier re- 
forms unresolved. The 60-odd 
ministries still have responsibil- 
ity for the factories in "their" 
sectors, even though these fac- 
tories are supposed to have ever- 
more freedom. So far, the minis- 
tries have managed to keep the 
old planning instructions intact 
by using (and abusing) the "state 
order” system. 

Unless price-setting start 
be done by the market insteaa or 
by planners, factories will not be 
able to take sensible decisions on 
what to produce. Their sup- 
posed freedom will be a charade. 
The fierce debate now going on 
over prices is partly an argument 
over whether the country will be 
run mainly by the plan or mainly 
by the market. 

If past reform cycles are any- 
thing to go by, this is roughly the 
time when Mr Gorbachev will be 
forced to retreat, and the re- 
forms begin to peter out. But his- 
tory need not repeat itself. The 
Gorbachev team knows that it 
will take at least another 20 years 
to transform Russia, and is ready 
for a long, hard fight. The ques- 
tion is whether even Mr Gorba- 
chev has the staying-power to 
win it. 
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The greenhouse effect is due 
for a little revisionism. Watch, 
J'*. over the next few months, for 
Z3 more attention to be paid to 
the handful of scientists who 
believe that carbon-dioxide 
concentrations in the atmo- 
sphere do not affect climate, 

vill make the world cooler, or some other 
such heterodoxy. It is in the nature of public 
debates about science (AIDS, acid rain, 
superconductivity) that a spurt of alarmism 
or enthusiasm is followed by a bout of 
debunking. 

The heterodox views about the green- 
house effect are superficially attractive. The 
atmosphere is so vast (actually it is no vaster 
than the Caribbean, in terms of how much 
it weighs); greenhouse gases are so much 
scarcer than others such as nitrogen 
and oxygen (but they are much better 
at trapping heat); the effect of clouds, 
which reflect sunlight, might counter- 
act the warming (but they might add 
to it by reflecting heat back down). 

There is, however, one good rea- 
son.to heed the. orthodox alarmists 
even before they are proven right. 
The cost and suffering to mankind of 
a century of global warming would be... 

'^ntié. Most greenhouse 

lels predict 2 the earth 
will warm by at least 3-5°C 
over the next ann bus 
consider 101 
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age 18,00 000 years 
ke ee 35 times as fast. Ifthe — 
analogy holds, Labrador will then- 
- have the climate of New York, and Cent 
Greenland the greenery of Oxford- 
.Shire. (Another parallel: the con- 
“centration. of carbon dioxide in the 
„atmosphere rose by 25% at the end of 
the last ice age, closely tracking the 
-temperature increase; it has risen by 
another 2596 since 1850.) 
.' $0 assume, for the sake of argu- 
“ment, that the alarmists are right. 
uppose also that politicians, perhaps 
htened by a series of droughts and 
waves, decide to try to do some 
s about it. What are their op- 







Living in the greenhouse 


Source: World Resources institute; The Economist estimates 
* Assuming continued increase in production of 3% per year 
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tions? The first and most useful thing they 
can do is the one thing that, to judge by this 
week's pronouncements in London, they 
may be about to do: stop the production of 
chlorofluorocarbons (CFCs), which are an 
easy target. They trap heat 10,000 times as 
well as carbon dioxide, they are mostly used 
in replaceable luxuries such as air condi- 
tioners and fast-food containers, they have 
another scary effect (on protective ozone in 
the stratosphere) and they are made by big 
chemical companies which lack popular ap- 
peal. Stopping CFC production by the end of 
the century would probably cut greenhouse 
warming—after a lag—by up to 15%. 

That was the easy part. Three other 
man-made gases, as well as carbon dioxide, 
contribute to greenhouse warming: ozone in 
the lower atmosphere, nitrous oxide and 










Manmade contributions to the greenhouse effect, 
1980s | B 


Source: Worid Resources institute 









































methane. Emissions of ozone are not 
creasing fast near the ground. Nitrous 
is increasing at only 0.2596 a year. Metha 
is more problematic. It accounts for abo 
one-eighth of the heat-trapping ability of 
greenhouse gases, and that proportion is 
ing fast because the methane concentratio 
is growing at about 1% a year—2'/ times 
faster than carbon dioxide Moreover, as 
the planet warms, ice-methane mixtures. 
(called clathrates) trapped in permafrost un- 
der Arctic tundra may thaw and release 
methane into the air. Doing something . 
about methane is hard: only 20% of it isre- 
leased by man. The rest comes from - 
bactería in rice paddies, belching càt- 
tle and, perhaps, termites. 

The biggest prol 
lem is still carbon. d 
320m acres in the tropics OXide. Mankind - 
100m acres inwest: adding about 5.1. 
lion tons of it to- the 


y to 50 mpg atmosphere each year 
yf electric light (see chart) by burning 
efficiency — fossil fuels, mostly in 
er to 10% of the rich capitalist 

y consumption 


countries, but increa 
ingly in the communist world too 
That accounts for half of the gre 
house effect. At the present rate of 
crease, that figure will have risen 
over 10 billion tons a year by 20 
Even if, magically, catbon-d 
production stops: increasing | now th 
concentration of it in the à 
sphere—and the temperat 
continue to rise. Only if fossil-fue 
falls by 2% a year will the carb 
oxide concentration in the air st 
rising. | 
A second piece of bad news 
that the oceans, which at present at 
sorb about 4296 of the carbon 
ide released by burning fossil fu 
(and sequester much of it for good 
turning it into carbonate an 
shells, which sink) will not be able t 
keep up the good work. Dr Bill Er 
manuel of the Oak Ridge Nationa 
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CE AND TI ‘CHNOL 
E in Tennessee thinks that the 
oceans will be taking only 25% of man's 
(higher) output by 2030. To get all the bad 
.. news over with, add in the carbon dioxide 
~ that comes from burning tropical forests. 
~ Nobody knows how much this is adding 
. each year, but figures range from 400m tons 
to 2.5 billion tons and centre on about 1.6 
billion. Because intact tropical forests soak 


wp carbon dioxide by turning it into trees, 
. this does double damage. 


| pM alarmist opinion of climate 


. The one way not to cut carbon-dioxide pro- 
duction i is to scrub it out of the smoke in 
power-station chimneys. To do so adds 
about 80% to the cost of generating electric- 
. ity, which would hit economic growth hard. 
r is there much hope of a technical solu- 
tion that would make the oceans better at 
rbing carbon dioxide. Bringing deep, 
-cool water to the surface would improve car- 
. bondlioxide absorption (and allow electric- 
- ity generation in heat exchangers). But to do 
| soona scale big enough to work would be 
an unimaginably large undertaking—far 
. larger than the biggest engineering projects. 
‘Tt could have vast environmental conse- 
. quences in its own right. 
- In practice, less glamorous solutions of- 
— fer the best hope. Today's output of indus- 
carbon dioxide would be 30% higher 
e it not for three things: nuclear power, 
Se tiorclectric power and the drive to con- 
- serve energy after the 1973 oil shock (see 
- chart on previous page). No big expansion 
- of hydro-electric power is possible. But nu- 


| Suck it and see 
| WASHINGTON, DC 
| QYHOULD children be bribed with sopo- 
rific sweets to make them less fright- 
. ened before operations? Yes, says Anesta, 
a Utah company that is testing a narcotic 
lollipop to be given to children before sur- 
gery and other unpleasant things that doc- 
tors do. Others object that the lollipops 
might give children the idea that all medi- 
(ines are sweets to be gobbled—and that 
they would be a gift to drug abusers. 
| The “lollipop’—which is cylindrical 
| and described by Anesta as a "bullet or 
nipple attached to a handle"—contains 
fentanyl, a synthetic opiate that is 90-100 
times more potent than morphine. 
= | Fentanyl injections are sometimes given as 
E a sedative and painkiller before opera- 








tions. 
When a child sucks on the lollipop for 
— || 3045 minutes before surgery, fentanyl ci- 
= | trate is absorbed through his mouth into 
— | his bloodstream. The lollipop also con- 
_} tains a purple dye that stains the mouth 
— | and tongue, so illicit users would stand 





safer designs could reassure the jittery post- 
Chernobyl public. If it doubled to 10% of 
world energy use, nuclear power could re- 
duce carbon-dioxide production by 500m 
tons by 2010. 

Coal is the most abundant fossil fuel 
and the one on which communist coun- 
tries—the fastest-growing carbon-dioxide 
producers—rely most. But it releases almost 
twice as much carbon dioxide per joule of 
electricity as gas, and 1.3 times as much as 
oil. Replacing coal with natural gas would 
have other advantages. A new generation of 
advanced gas turbines that are spin-offs 
from military jet engines has been devel- 
oped. It breaks a long-standing 33% ceiling 
on the efficiency of heat-to-electricity con- 
version, raising it to about 5096, while cut- 
ting the cost of building a plant to around 
$400 per kilowatt, or one-fifth the cost of a 
new coal-fired power plant. It offers no 
economies of scale above 200 megawatts of 
capacity, so lóts of small power stations— 
mass produced rather than custom-built— 
could be the future of electricity generation. 

The world's gas reserves are huge. The 
Soviet Union has a surplus capacity of 50 
billion cubic metres a year. Dr Tom Gold of 
Cornell University, who combines a for- 
midable scientific mind with a lively imagi- 
nation, foresees a whole new industry thriv- 
ing on splitting methane (which is made of 
carbon and hydrogen) into carbon fibre (to 
compete with metal) and hydrogen (to fuel 
cars). Cars burning hydrogen would make 
almost no carbon dioxide at all. 


out. This is a wise precaution for hospi- 
tals, never mind street corners: an Ameri- 
can study in 1983 found that fentanyl was 
one of the two most abused drugs among 
anaesthetists. [ts effects seem to come on 
quickly and not to last long, and it is al- 
most impossible to detect in urine. 

Serving it on a stick fulfills several 
medical purposes. A lollipop is less intimi- 
dating than a needle, and—because the 
drug would not enter the blood through 
the stomach—is less likely to cause a stom- 
ach upset than a cocktail of narcotics. By 
relaxing the child before surgery, the lolli- 
pop reduces the amount of general anaes- 
thetic needed later. So it gives children a 
painless, even pleasurable, preparation 
for surgery. 

That is precisely the wrong message to 
send children, according to the Washing- 
ton-based Health Research Group, the 
medical arm of Mr Ralph Nader's Public 
Citizen organisation. The group also 


points out that fentanyl is addictive and 
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At present the world’ s 400m cars con- 
tribute about 500m tons of carbon dioxide 
to the atmosphere a year. If their fuel effi- 
ciency were doubled to an average 50 miles 
per gallon, this could be halved. American 
carmakers resolutely resist this. They per- 
suaded the Reagan administration to relax 
the goals for improving fuel efficiency set a 
decade ago. Cynics like to say that there is 
more oil under Detroit in the form of un- 
tapped fuel efficiency than in the Alaska 
field, America's biggest reserve. 

Energy efficiency—measured in dollars 
of gross national product per joule 
used—improved by 2696 between 1973 and 
1987 in the United States. But in the past 
year efficiency has levelled out and begun to 
fall. Blame low petrol prices. 

Plenty more could still be done. Philips 
and Osram have new, costlier fluorescent 
light bulbs on the market that produce light 
with the same colour as that from ordir -— 
bulbs. They last six times longer and d 
about 20 watts to produce as much light as a 
100-watt conventional bulb. Their only 
drawback is that they cannot be dimmed; 
but civilisation does not depend on dimmer- 
switches. Replacing the world's conven- 
tional light bulbs could cut 500m tons of 
carbon-dioxide emission a year, even assum- 
ing 396 growth in their use. 

Such improvements would eventually 
pay for themselves. But they would cut car- 
bon-dioxide emissions by a mere 2 billion 
tons, about half the increase predicted for 
the period 1989-2010. To squeeze more out 
of the atmosphere would require mopping 





Stoned again 





says there are better alternatives. It has pe- 
titioned the Food and Drug Administra- 
tion (FDA) to "just say no" to the lollipop 
experiments. 

An FDA spokesman said he saw no rea- 
son to discontinue Anesta's tests. If the 
agency eventually approves the lollipops 
and allows Anesta to market them, the | 
company hopes to find some truth in P.T. | 
Barnum's dictum that a sucker is born ev- 
ery minute. | 
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| COUNTRY STUDIES 
=| O The USSR in the 1990s. 


Struggling Out of Stagnation 
Few observers doubt Mikhail Gorbachev's 
commitment to reforming the Soviet Union's 
stagnant economy. But with opposition in the 
 bureaucracy, rising nationalism and 
tüandamental economic problems coming 
increasingly to the fore, the tasks before him 
appear almost insurmountable. This new report 
-. snalyses his short and long term chances of 
success and examines the implications of 
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L] Financial Assessment of 
the Japanese Motor 
Industry | 
The Yen's steep rise reduced after-tax 

profits of Japanese motor manufacturers by 42 

per cent between fiscals 1985-87. This new 

report analyses the operating results of each 
producer, highlight a disturbing dependence on 
their booming domestic market and on revenue 
fron non-automotive sources. it assesses who is 
most threatened and examines strategy options 
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EFL TRAINING 


[] English A World 


Commodity 

Over the last 25 years it has become 
essential for companies, governments and 
individuals in nor-English speaking countries to 
be able to use the English language, and the 
teaching of it has become a global business, 
worth some £6bn a year. This new report 
provides a unique analysis of the market, R 
assesses the demand and supply of training 
books and examinations throughout the world 


reform for foreign trade, joint ventures and 
future political stability. 

No.1152. Price: £110 UK & Europe; 

US$230 North America; £113 Rest of World. 


[] Asean in the 1990s 
Growing Together 


How urgent is the need for greater 
economic cooperation among Asean’s six 
member states? This Report assesses the scope 
for closer economic cooperation within Asean, 
which is required to foster export led growth in 
today's increasingly competitive world trading 
environment. It forecasts the Asean 
economies' growth prospects to 1993, analyses 
Asean's current and future role in the world 
economy and highlights sectors where 
cooperation within Asean is likely to affect 
foreign investors, 


forecasts trends into the 1990s. 

No. 11686. Price: £95 UK & Europe; 
US$185 North America; £98 Rest of World. 
Published January 1989. 


EE RETAILING 
[] Selling to the Motorist 


Petrol stations have undergone such 
dramatic changes during the UK retailing 
revolution, that often the customer's main 
purpose is not to purchase petrol but to buy 
something from the wide range of consumer 
goods now available from many outlets. This 
new report contains the exclusive results of a 
large-scale survey of outlets by size and 
location. It predicts a widening of the range of 
goods sold and the nature and pace of future 
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in the medium and long term. 

No. 1182. Price including postage: £225 UK& 
Europe; US$445 North America; £228 Rest of 
World. 
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[] The East European Motor 
Industry 


Few manufacturers feel threatened by 
imports of East European cars and are more 
concerned with those from the Far East. But now 
there is an emerging potential for a revolution in 
production and sales of cars in Eastern Europe, 
as well as a growing market for Eastern Europe 
to supply the West. This new report analyses 
prospects for the East European Motor industry 
and looks at ways in which it might develop into 
the 1990's and beyond. 
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No.1131. Price; £125 UK & Europe; 
US$260 North America; £128 Rest of Worid. 


.L] Portugal to 1993 
Investing In a European Future 
Portugal has a strong outward looking 
government with popular backing anda 
reforming policy in tune with the EC's 1992. 


programme of market opening. With labour costs - 


low and generous EC backed grants available, it 
apparently offers a cornucopia of business 
opportunities, This Report examines the = 
opportunities and the problems ín a detailed 
forecast of Portugal's economic performance to 
1993. 
No.1157. Price: £125 UK & Europe; 

US$260 North America; £128 Rest of World. 


| LJ tran and iraq 
7. Building On The Stalemate 
| How promising are economic prospects in . 
dran and iraq in the light of their ceasefire? This- 

. Report, offered in conjunction with Report No. 

. 1083, tran and iraq: The Next Five Years, re 
examines the political outlook on both sides, 
compares the resources they are likely to have 
available for reconstruction and discusses the 
implications for suppliers in the period to 1993. 
No.1164. Price of two reports together including 

| postage: £120 UK & Europe; US$255 North 
wed America; £123 Rest of World. 
2| C] Turkey to 1992 

Missing Another Chance? 

Turkey has missed development opportunities in 
the past. But economic restructuring is at the top of 
Turgut Ozal's agenda. Under Ozal export growth looks 
assured, but economic stabliity at home is less certain. 
This report examines Turkey's debt repayment 
obligations, its growth prospects over the next five 
years and the implications of Turkey's application for 
EC membership. 

Price including postage: £115 UK & Europe; 
US$245 North America; £118 Rest of World. 


| years in motor manufacturing, so developing 
_countries have found a role as low cost 


Price including postage: £245 UK & Europe; 
US$485 North America; £248 Rest of Worid. 
Published January 1989. 


[] The Automotive Industry in lI 


the Developing Countries 
As competition has grown over the past 30 


assemblers or component manufacturers, This 


. new report assesses the position of developing . 


countries as a whole and reviews ten major 
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SCIENCE AND TECHNOLOGY __ 


up carbon dioxide by planting more trees. 
Planting 1.7 billion-3 billion acres (consider- 
ably more than the continental United 
States) with forest could soak up all the ex- 
tra carbon dioxide being produced. Perhaps 
power companies should offset each plant 
they build by a comparable number of trees 
planted. Applied Energy Sciences in Vir- 
ginia has voluntarily agreed to plant enough 
trees in Guatemala to offset the carbon-di- 
oxide output of a new plant in Connecticut. 

But in the tropics, net forest cover is fall- 
ing. Even to halt the process looks formida- 
bly difficult. Besides, there is just not 
enough land to put the trees on. Good land 
is needed for food crops; poor land often 
cannot grow trees anyway. In the north, cli- 
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matic change may start to cause forests to 
die off faster than they can be replanted. 
And the.cost of planting trees has been put 
by Mr Roger Sedjo of Resources for the Fu- 
ture at $200 an acre in the tropics, $400 an 
acre in temperate regions. 

Assume a modest success in reforesta- 
tion, though—enough to soak up 1 billion 
tons a year of carbon dioxide. Assume, too, 
that conservationists succeed in halving the 
rate of forest destruction in the tropics, pre- 
venting the release of about 800m tons. Add 
the savings from energy efficiency and alter- 
natives to coal. By 2010 carbon dioxide pro- 
duction will still have risen by 1096 above its 
present level. The most dismal predictions 
will be put to the test. if 





. The anthropic principle 


Thank your lucky stars 


HE more that physicists find out about 
the universe, the more improbable it be- 
comes. Take the amount of electric charge 
in an electron and the ratio of the masses of 


- electrons and protons. If these values had 


been slightly different—as, for all man now 
knows, they could have been—there would 


not have been stars of the right sort to per- 
mit the development of life. Can a bizarre 


— lowing observers to exist. True, but 


cosmological idea, the anthropic principle, 
help to explain this luck? 

The principle comes in several 
flavours. The weakest is an undeni- 
able tautology: people can only ob- 
serve a universe that is capable of al- 


boring. The strongest flavour says 
that the universe had no choice but 
to develop in a way that would ulti- 
mately allow observers to exist. This 
is not boring, but incredible. 

Between the two extremes come 
all sorts of murky explanations. It is 
often suggested, for example, that the 
anthropic principle can explain some 
aspects of the universe—or at least 
show why no further explanation is 
needed—by pointing out that if it did 
not have these features man would 
not be here to observe them. Dr Ste- 
phen Hawking of Cambridge Univer- 
sity sometimes argues this way in his best- 
selling “A Brief History of Time". Now the 
philosophers are starting to hit back. 

One colourful and painstaking exposé 
of such “explanations” comes from Dr Wil- 
liam Craig of the Catholic University of 
Louvain. He distinguishes two apparently 
similar propositions: (1) People should not 
be surprised that they do not observe fea- 


tures of the universe which are incompatible . 


| with their own existence; (2) they should 


not be surprised that they do observe fea- 
tures of the universe which are compatible 
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An improbable design 


with their existence. (1) is true, but Dr Craig 
points out that (2) does not follow from it. 
To see why, suppose yourself dragged 
before a firing squad of 100 marksmen, all 
aiming at your heart. The order to fire is 
given, you hear a volley of shots—yet you do 
not. die. They all missed. What exactly 
should you be surprised at? It is certainly 
true that you should not be surprised that 
you do not observe that you are dead. That 
would be impossible, so it is hardly surpris- 





ing that it did not happen. But it is equally 
true that you should be surprised that you 
do observe that you are alive. You are alive 
because 100 marksmen missed. That is 
surprising. 

Dr Craig concludes that man should be 
surprised—and so should look for deeper 
explanations of the fact—that he observes 
features of the universe which are both im- 
probable and necessary conditions of his 
own existence. Unfortunately, that is not 
the end of the story. Current cosmology is 
brimming with exotic theories, some of 








which muddy the waters. 

Suppose, as some physicists do, that 
there is an infinite number of universes co- 
existing with this one, or that there has been 
a long series of previous universes (each of 
which, perhaps, died in a "big crunch" be- 
fore the big bang that started the next). In 
that case it is fairly likely that one or other of 
them will support life. The anthropic princi- 
ple, it is argued, absolves man from the need 
to ask why his universe is one such. 

The idea of a succession of universes is 
less outrageous, and more popular, than the 
idea of co-existing universes. Thus, in a Brit- 
ish philosophical journal, Mind, Dr Andrew 
Whitaker, a physicist at Queen's University, 
in Belfast, argues that such a sequence may 
be said to be "an explanation of the orderli- 
ness of our universe". This idea is open to 
two objections: one is easy and may be dev- 
astating; the other is sophisticated and 
fascinating. 

The easy objection is that the anthro 
principle is still an empty tautology (like 
"you can see only visible things") so it can- 
not help to explain anything at all. The so- 
phisticated one, invented by Dr lan Hacking 
of Toronto University, alleges that argu- 
ments like Dr Whitaker's rest on a muddle 
about probability. 

Dr Hacking has identified a previously 
unrecognised fallacy, which he calls the in- 
verse gambler's fallacy. Consider a law of 
probability: rare or improbable events are 
more likely to occur somewhere or other in a 
long run of trials than in a short one. 
Thus if you roll a pair of dice many 
times you are more likely to throw a 
double-six at some stage than if you 
had rolled them only once. Every 
child knows (or should do) that this 
does not mean that, after a long run 
of throws in which no double-six has 
appeared, the next throw is more 
likely to be a double-six than ar 
the previous ones was. To believe t 
repeated failure makes success closer 
is the gambler's fallacy—a sure way to 
lose money. The probability is still a 
long-shot: one in 36. It is just that a 
long run of trials is more likely to 
yield this result at some stage. 

Dr Hacking spotted that it is just 
as fallacious to infer that there has al- 
ready been a long run of throws from 
the fact that somebody has just thrown a 
double-six. The supposition that there has 
been a long run of throws does not make a 
present double-six any less unlikely—its 
probability, as always, is one in 36—so the 
supposition cannot explain it. But then the 
idea that there have been many randomly 
different universes does not make this uni- 
verse any less improbable, and so does not 
help to explain it. Cosmologists unwilling to 
accept their own improbability had better 
come up with some better explanations. 
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j dena ágó Was “Can e commu- 
de t fbiguiex Brzezinski gives an 





‘Sover "nion. but the desse 
Known as Gorbachevism is doomed. Com- 
munism cannot be revived by a reform pro- 
gramme, and still be communism. The 
world is on the edge of the post-communist 
era—certainly in Eastern Europe, in a differ- 
ent way in China too, and probably 
even in Mr Gorbachev's Russia. The 
idea that first took root in 1917 and 
was said to be the flower of the future 
will have withered within the twenti- 
eth century. 

This is a stark proposition, too 
stark for many people besides Mr 
Gorbachev. It carries the notion of 

"irteversibility well beyond what Mr 
Hans-Dietrich Genscher, and others, 
mean a the word. - This is the ir- 









gre sort oí argiments Marxisd Tri 


selves like to use, is not easy to refute. 


Mr Gorbachev rapidly found that 


ee not attack. ‘the years ve dd 









4 saiilt pes | p Weed sel aia es 
: years, meaning the Stalin period. Sta- 
lin created the problems that Brezh- 
failed to solve. But Stalin too was 
effect with a cause. Lenin created 
‘the one-party system, and the appa ` 
“ratus of terror, which made Stalin 
possible. Mr Gorbachev has not 
‘dared to nail Lenin, because he would 
then be saying that the whole of Soviet his- 
n the oddball Khrushchev excepted, has 
sen in error. A few brave Soviet voices are 
starting to say the unsayable. If a new build- 
ing proves uninhabitable, Mr Alexander 
sipko observed recently, one looks at the 
tieer s plans. 
Jntil the Soviet architect’s plans are ex- 
ed, and rectified, it will be hard for Mr 
chev to make progress. In the econ- 
rogress requires the enlivening touch 















san EAL THe BIRTH AND DEATH OF COMMUNISM IN THE TWENTIETH CENTURY, 
i pore Scribner’ SZ (o pages; $19.95 


of competition; but competitors need to 
know the real prices of the things they buy 


and sell, and the land of central planning 
has not yet nerved itself for the leap to real 


prices. In politics, great leaps do not usually 
get authorised by parties which have no 
other parties to spur them into action, and 
Mr Gorbachev's idea of pluralism goes no 
further than urging communists to argue 
with each other a bit more energetically in- 
side the one-party system. Mr Brzezinski has 





made his point. Communism's troubles are 
products of the communist system. 

What happens next depends on which 
communist parties are prepared to change 
the system. Those gallant enough to do so 
will unlock the door to pluralism. Those 
which do not, Mr Brzezinski reckons, con- 
demn their countries to a choice between 


' prolonged stagnation (and increasing feeble- 


ness in the world), a coup by party conserva- 
tives hopelessly trying to restore the Good 





Old Days that never were, and a truer 
tion which bursts open the door to pl 
ism and destroys the party in es proces 
Mr Brzezinski offers a simple but help 
check-list for telling which communis 
gimes are in the worst trouble, and for gue 
ing where each will end up. Not unexpe 
edly, he puts Poland at the top of the cr 
league table, with Hungary and Yugos! 
not far behind. Some would argue that 
under-rates Yugoslavia, and that Mr. 
zinski's opinion of Bulgaria as the stabl 
communist country of them all is odc 
thinks Hungary has the best chan 
dling into pluralism, followed by Poland a 
Czechoslovakia, though the Poles ma 
to use their elbows. For the Soviet 
he reckons the likeliest prospect is a 
riod of confusion in which perestroika 
nowhere much, and then perhaps al 
back into party conservatism. —— 
All this is telling stuff, but it leaves. : 
or two question-marks. For instan 
Mr Brzezinski tends. to believe | 
economic pluralism goes hand. 
hand with political pluralism. In fa 
history reveals quite a lot of effici 
economies run by dictatorsh 
- (though admittedly not dictatorsh 
with quite as paralysing a syst 
control as communism). | 
He also has an soe N S 
China and Russia. He think 
China can probably make an ec 
nomic breakthrough without a ta 
cal change in its political syste 
whereas Russia probably cann 
Why? It is true that the Chinese are 
more go-getting people than the Rus 
sians; that they have only one pe 
cial imperial crisis, Tibet, against 
sia’s dozen or more; and that, 
having been Russian, it is pe 
embarrassing for Russia to d 
him. Yet, even allowing for all t 
things, it seems rather hard to c 
clude that one lot of communi i 
have their cake and eat it, but 
other lot cannot. 
oes this lies. another 
























































among communists. Pluralis too has 
frailties, and can make mistakes. 
lt i is not inconceivable that Mr Ge 


can get a eral amount p extra in 
growth out of the Soviet economy, 
ing à small but useful private sector 
making at least part of the put 
work better. It cannot be a assu 









has yet exhausted the party's supply of hon 
est and intelligent people who see things as 
he does. He can certainly count on the Rus- 
ians, that enduring people, to put up with 
iscomfort longer than most others would. 
ven if that is all perestroika turns out to 
iean, it might just get Russia through the 
ext decade or so—by which time demo- 
ratic capitalism may have stumbled into an- 
ther of its own potholes. It is better not to 
write an obituary while the subject's breast 

still heaving, : 















OPEAN Diary 1977-1981. By Roy Jen- 
s. Collins; 698 pages; £25 


YFRODUCING this volume of his dia- 
‘ies, Roy Jenkins informs the reader that, 
before being appointed president of the Eu- 
topean Commission in 1976, he had visited 
Brussels on only four occasions since the 
end of the second world war. He was in the 


ingly, that he kept his faith in Europe bright 
_ by staying away. By far the strongest impres- 
sion left by this extremely detailed narrative 
_ of his four years in Brussels is that his origi- 
.nalinstinct was right. — . 

_ The tone of most of “European Diary" 
-isas bleak as a Belgian winter's day. The new 
president arrived in Brussels in January 1977 
"more with trepidation than with eager 
anticipation". His last official engagement 
-in December 1980 was “a dismal drinks 
- party for the press”. Since the diaries con- 
. tain little reflection, it is left largely to the 
.feader to work out why Mr Jenkins was so 
gloomy so much of the time. The Belgian 
eather was undoubtedly part of it, and he 
¿evidently worn down by the endless 
elling and the equally endless routine 
eech-making, A fastidious user of the Eng- 
ish language, he was probably also wearied 
by hearing it spoken so badly so often. 


itly, his main problem was almost certainly 
the job itself. As a British minister, notably 
t the Treasury and the Home Office (espe- 
ially during his first stint in 1965-67), Mr 
enkins had taken decisions on matters that 
nterested him. As president of the Euro- 
ean Commission, he could take few deci- 
:Sions on his own, and little of the subject 
matter seems to have fired his imagination. 
“Even his one solid achievement—the cre- 
tion, along with Helmut Schmidt and Va- 
éry Giscard d'Estaing, of the European 
Aonetary System— seems to have given him 
ddly little pleasure. | | 

| As for BBQ, the British Budgetary Ques- 
tion, Mr Jenkins quickly dubbed it “the 


Bloody British Question”, He thought Mrs 






bored everybody endlessly by only und 


- habit of telling colleagues, only halfjok- 


But, though he does not say so explic- - 





RASA 





standing about four of the 14 points on the 
British side and repeating each of them 27 
times." At one point, Mr Jenkins tried to 
persuade her to accept a Giscard proposal 
on the budget, to which she replied: "Don't 


try persuading me. You know I find persua- ` 
sion very counterproductive." It could be — 


her epitaph. 

The interest of "European Diary” lies 
mainly in its account of the workings of the 
Community (and of the strange relationship 
between Chancellor Schmidt and President 
Giscard), but also in what Mr Jenkins tells of 
the formation of the old Social Democratic 
party. He often felt, he says, like a mountain 
climber on a ledge, not knowing how to get 
either up or down. He was not sure whether 
either Bill Rodgers or Shirley Williams could 
be persuaded to leave the Labour party, and 
his relations with Dr David Owen were 
never easy. Mr Jenkins was clearly discon- 
certed to find in 1977 that Dr Owen, once 
his protégé, had been promoted, as foreign 
secretary, to a level at least as high as his 
own. “I hate being a demandeur with Da- 
vid", he says testily at one point. 

This version of the diary has been 
heavily edited from the original, which was 
more than twice as long. One particular act 
of self-censorship, which is unacknowl- 
edged, will amuse Mr Jenkins’s admirers. 
The names of all restaurants have been 
omitted from the index. This is a pity. He 
could have gone through most of the alpha- 
bet. Auberge Fleurie, Barbizon, Bernard, 
Capitol Hotel, Comme Chez Soi... 


| 





An American star and pariah 


Black, red 


PAUL ROBESON. By Martin Bauml Duber- 
man. Knopf; 804 pages; $24.95. To be 
published by Bodley Head in April; £20 


EN Paul Robeson was young he ac- 
cepted the comfortable theory that if 
the supremely gifted few could. burst 
through racial barriers, the way would be 
gradually opened for all America’s blacks. 
Blessed with grace, talent and a voice to 
plumb the soul, Robeson progressed royally 
through the inter-war years, a celebrity on 
both sides of the Atlantic. But he eventually 
grew aware that individual artistic achieve- 
ment had no trickle-down effect; rhe racial 
oppression suffered by his black country- 
men was unrelieved. His tragedy, superbly 
told by Martin Baum! Duberman in a monu- 
mental biography, was that when the fight 
for civil rights took priority in his mind, his 
political judgment was sadly at fault. 
His father, an ex-slave who escaped 
from the South to become a minister, ex- 
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Too easily carried away 


pected his son, born in 1898, to excel + ~ 
white man’s world. Paul did, rising ab 
the snubs and minor humiliations.: A good 
scholar and outstanding athlete, he sang at 
concerts.to help pay his way through law 
school. On graduation he turned, or was. 
pushed by his ambitious wife Essie, to enter- 
tainment as one of the few worlds where a 
black man could rise fast. Beginning as a star 
in two Eugene O'Neill plays, he went on to 
play Othello in London and on Broadway. 
His looks, and the richness of his voice, 
compensated for his lack of training. Revel- 
ling in the good life, he was beloved by the 
cosmopolitan crowd: in particular, it has to 
be said, by wives and leading ladies. 

He was feted everywhere, including Sta- 
lin's Russia where, in the 1930s, he felt abso- 
lutely at ease. The Soviet Union, he insisted, 
was an example to all: the one big country 
that had overcome racial prejudice. In this 
naivety he was not alone; his mistake was to 
stick to his position in the years after the sec 
ond world war, when Stalin's crimes v 
no longer to be concealed. He was a Sc 
apologist at a time when it was least excus- 
able to be one; but by then Robeson, bitterly 
disillusioned by Truman's broken promises 
(his refusal, for instance, to push for a feder- 
al law against lynching), allowed nothing to 
distract him from his impassioned crusade 
against American racism and western impe- 
rialism. 

Doggedly stalked by J. Edgar Hoover's 
FBI, and with the cold war freezing the air 
around him, Robeson became a pariah. 
Doubly unpopular as a black and asa red, he 
was an-open target for vituperative bigotry; 
black leaders, who had rejoiced in his tri- 
umphs, carefully distanced themselves. He 
was forced into inactivity, his passport re- 
moved for eight years. When he got it back, 
in 1958, he returned to Europe for a flash of 
his old glory. But his physical and emotional 
health was gone. The story, until he died in 
1976, was of manic depression, brief recov- 
eries, and slow decline: The new black lead- 




























rab writers and the eee saga 


“A over Mr Salman Rushdie and “The Sa- 
tanic Verses", where do Arab writers stand? 
The answer appears to be: on shifting 
ground. Mr Naguib Mahfouz, the Egyptian 
"" " el laureate and the most celebrated fig- 
in contemporary Arabic literature, be- 
gan by supporting Mr Rushdie, a stand to be 
expected from the man whose writings have 
been attacked in the same way and banned 
in his own country; but now he has changed 
his mind. Complaining that his pro-Rushdie 
words have been “misinterpreted”, he is 
publicly backing the Egyptian government's 





¿decision to ban “The Satanic Verses". Al 
‘though he does not support Ayatollah Kho- 
.meini's fatwa, he has found another fatwa 
he thinks reasonable, issued by the clergy of 
al-Azhar. mosque, the keepers of Islamic or- 
-thodoxy in Egypt: “The Satanic Verses” 
should be considered as "an insult to Islam 
and a threat to sectarian harmony", but Mr 
“Rushdie should have been given a chance to 
-repent before he was condemned, and 
¿should have been condemned only in a 
ourt of clergy. 

Freedom of thought and expression are 
sacred notions to Mr Mahfouz. He now 
sises, however, that “a thinker must 
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"THE continuing and widening row: 





author has to admire her energy and her 
guts. He also interviewed some 135 people, 
read countless manuscripts and used, when 
he could get them, the rFBi's files: many of 
these were, perhaps suspiciously, unavail- 


able. But since Robeson himself was too idle 


to write anything down, the master's voice is 
missing. 





the imams’ ans 


bear the consequences within the limits of 
his own community, since the ability to bear 


the excesses of freedom varies from one soci- 
ety to another.” As a conservative civil ser- 
vant who holds sacred the ancient Egyptian 
official’s respect for the state, Mr Mahfouz 
also admitted privately last December that 
he supports the banning of his own "The 
Children of Gebalawi" by al-Azhar. "lt is 
foolish to alienate al-Azhar”, he says. “We 
need this powerful institution behind us to 
stand against the other, medieval, form of 
Islam." 

By that, Mr Mahfouz means that the 
Coptic tradition in Egypt has 
influenced Islam and made it 
more tolerant than it has be- 
come elsewhere. And since 
Egypt sets the artistic pattern 
for the literary Arab world, 
this milder approach has left 
its mark on other writers there. 
Many Arab authors today are 
angry with Mr Rushdie not for 
what he has written, but for 
the insensitive way in which he 
has expressed his ideas, which 
has given Islamic fundamental- 
ists a pretext to attack. Over 
the past few years Egyptian-in- 
fluenced Arab  literature— 
which has always been critical 
of the intolerance of Muslim 
fundamentalists—has largely 
escaped the kind of intimida- 
tion which Islamic groups ap- 
ply to other forms of expres 
sion such as theatre, television and films. 
Cairo, with its swarms of readers and rela- 
tively cheap publishing costs, has become a 
haven for books banned in Saudi Arabia or 


driven out of Beirut, once the most reliable 


place for the uncensored printing of Arab 
fa d 
Examples abound of Cairo's free mar- 
ket in free expression. À Moroccan novel, 
Muhammed Shukris "The Bare-Footed 
Loaf" (1986), an apocalyptic account of an 
impoverished and amoral community that 
owes its misfortune to the guardians of Is- 
lam, is on sale in Egypt. So is Taher Bin 


Galoon’s "The Night of God's Will", an- 


-could prove high. In the words of a leadii 


fear of excommunication for heresy; bu! 





mullah raping a young g girl. toa a fide «gro 
of recitals of the Koran. The only reliab 
secular study of the historical "Satan 
Verses" incident was Muhammed Husse 
Heikl’s book “Muhammed” published in 
Egypt in 1933. 

Dozens of books on sale in hundreds o 
bookshops in Cairo and Alexandria wou 
make Mr Rushdie's book seem pale if the 
Ayatollah's criterion on blasphemy was to 
apply; but because nobody thought of using 
them as political pawns, none of them w 
banned. Now the names of “degenera 
Arab writers who conspire against Islam 
are being passed round among fundamen 
ist groups, together with calls. for «the 
blood. Fear, then, has forced many Ar: 
writers—including Mr. Mahfouz—to. jo 
with al-Azhar, hoping that the mosque m 
save them from the wind blowing fror 
East. But the price for this tactical allian 





































































figure from the Egyptian Writers’ Assoc 
tion, "to win al-Azhar's support one ha 
perform self-imposed censorship based | 


that is the worst and most backward censor. 


ship of all." 





Modern Russian art 


From Kabakov's © 
apartment 


éTT'S rather like having slain some great, 
huge animal and then discovering that 
you haven't dealt with the rats." Thus Mr. 
Ilya Kabakov, unofficial doyen of Moscow's. 
unofficial art world, on Mr Mikhail Gorba- 
chev's reforms. In Mr Kabakov's bestiary, 
the "huge animal" represents the monolith- 
ic state ideology which dominated Soviet life 
from Lenin to Brezhnev. The rats ate the 
spiritual and social malaises which haves 5 
vived its rumoured recent demise. : 
Soviet officials are now at pains to stres 
the freedom of all artists to say: whateve 
they like, in spite of state disapproval. As M 
Pavel Khoroshilov of the cultural mini 
has soothingly put: it, “Asking wh 
someone isan official or unofficial a 
nowadays is like asking whether Andy ` 
hol was a Republican or a Democrat.’ 
this as it may, Mr Kabakov has broug 
show to London ("The Man who Flew, 
Space From his Apartment and O 
Characters") which aims to expose one ar 
of the Soviet Union as yet unliberated b: 
glasnost: the minds of its citizens. 
The artist has recreated a typical, li 
size Muscovite communal apartment in thi 
upper gallery of the ICA, peopled with fic 
tional characters who happen to be abses 

The smallness of the rooms in this. “apa 
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ment" is both literal etaphor 
resenting both the physical and the spiritual 
onstraints of Soviet life. Mr Kabakov's fic- 
tional tenants do not fight against their im- 
prisonment: indeed, the flimsiness of the 
alf-finished walls suggests a willingness to 
be imprisoned. Each uses confinement as a 
way of withdrawing from the world and nur- 
turing private obsessions. 

— One, “The Man who Never Threw Any- 
thing Away”, has decorated his room with 
meticulously catalogued rubbish: lenseless 
spectacles, razor blades, wisps of straw. An- 
other, “The Collector", paints endless lurid 
postcard scenes. The fact that the decora- 
tions are seen, but not the decorators, un- 
derlines Mr. Kabakov's point. By suppress- 
ing materialism and championing commun- 
alism, post-revolutionary ideologies have in 
fact made the Russian in the street anti-com- 
munal, perhaps even anti-social. | 
“Mr Kabakov's piece has not yet had a 
public showing in Russia. But his "Report 
on the Conditions in Which We Live To- 
. day" is notable precisely because it avoids 
 anti-establishment nose-thumbing. He rea- 
_ sons that to react against one system is sim- 
- ply to create another; and he is wary of sys- 
_ tems. In plain old Marxist terminology, he is 
. after synthesis, not antithesis. 


























































... Modern music 


An ear for Berio 


"TN A famous outburst, Pierre Boulez once 
AK advocated blowing up the opera houses 
-< as the only solution to their stodgy, self-satis- 
fied conservatism. His position is increas- 
-ingly hard to sustain. Modernist operas are 
growing in number, and a spate of works by 
both old masters (Arnold Schoenberg, Oliv- 
ier Messiaen) and new stars (Philip Glass 
.and Aribert Reimann) has recently been 
seen in London. Last month saw an espe- 
. cially significant event, the British premiere 
cof "Un Re in Ascolto” (A King Listens), a 
“musical action” by Luciano Berio. 

- Mr Berio has been called “the joker in 
- the avant-garde pack". He has always been 
ready to upset orthodoxies, even those 
dearest to the avant-garde. Although not 
disputing his gifts, purists have sometimes 
winced at his willingness to achieve effects 
by means not strictly musical. His celebrated 
series of solo pieces, “Sequenza”, incorpo- 
rates a whole gamut of noises—clicks, 
- buzzes, cries and slaps—and his partnership 
"with his former wife, the soprano Cathy 
: Berberian, inspired a number of daring 
«works that often straddled the line between 
-drama and music. In the most striking of 
these, "Recital 1 (for Cathy)", the singer 
gradually goes mad in the course of the per- 
formance. — | | 
. His thoroughly Itali 
96 A 


an combination of 









literal a d metaphorical, rep- | playfulness 


. natural for opera. All these 


and theatrical 
imagination makes Mr Berio a 


qualities inform “Un Re in 
Ascolto”. The work relates the 
attempts of an impresario, 
Prospero, to realise both his 
new musical version of “The 
Tempest” and the ideal theatre 
of his dreams. In the end both 
he and his ineffectual visions 
are denounced by a character 
called “The Protagonist”, and 
he is left dying and alone. 

It is easy to see in "Un Re 
in Ascolto” a symbol of the 
contemporary composer's di- 
lemma in the modern world. 
For two generations, contem- 
porary music has largely seemed almost de- 
liberately hermetic and unapproachable, 
even to would-be willing concert-goers. 
Against that background, the new activity 
in opera—the most extrovert of musical 
forms—may reflect a desire on the part of 
contemporary composers to appeal more di- 
rectly to the public, not simply challenging 
but actively engaging them. 

Not everyone shares these objectives. 
There remain composers who believe in pu- 
rity and theoretical rigour as the qualities 
appropriate to contemporary music. For 
them the revolution brought about in the 
1920s by Schoenberg’s 12-tone or serial 
method of composition is not yet complete. 
They see his replacement of old-fashioned 
melody and harmony by non-tonal se- 
quences as the essence of musical form, a 
modern version of the music of the spheres 
from which deviation is heresy. But Schoen- 
berg himself wanted nothing more than to 
have his music widely accepted. His great 








Pots and pounds 


See ceramics have come of age in 
the London auction rooms. Four 
years ago a 1950s vase by Hans Coper, a 
leading British postwar potter, was esti- 
mated by Christie’s at £2,000-3,000. Last 
month's estimate at Bonhams for a virtu- 
ally identical piece was five times as high. 
The vase, in the event, made £13,500. 
| That, by chance, was the record price 
that Bonham’s got in November for a 
work by Lucie Rie, Coper's [7 
mentor and colleague, still |- 
potting hard in her mid- 
80s. In the commerce of ce- 
| ramics, the names of Coper 
and Rie have overtaken 
even Bernard Leach, father 
of the inter-war revival of 
British pottery. Miss Rie 
had a huge retrospective ex- 





Not just buzzes and clicks 




















unfinished opera, "Moses and Aaron” (per- 
formed as part of London's vast Schoenberg 
retrospective, "The Reluctant Revolut 
ary”), takes as its subject Moses's frustra 
at his inability to communicate. The com- 
poser himself once declared that he longed 
to hear the public humming his music. 
Although it is unlikely that the man in 
the street will be humming bits from "Un Re 
in Ascolto”, Mr Berio's piece does seem evi- 
dence of a growing willingness to listen on 
the part of contemporary composers. If the 
score is not melodic in the traditional sense, 
it is nonetheless strongly lyrical and dra- 
matic. Like many of his fellow composers, 
Mr Berio has evolved his own language, 


adapting Schoenberg's principles for his 


own purposes. Indeed, the most interesting 
aspect of the surge in contemporary opera, 
besides its address to the audience, is its di- 


versity. Will the public now seek these in- 


triguing voices in the concert halls too? 





hibition at the Victoria and Albert Mi 


seum in 1982, a rare honour for a livir 
artist. 
Though hype has played its part, the 
real stimulus to the soaring prices of stu- | 
dio pottery has been its growing accep- | 
tance as art, not just craft. The auction | 
houses still see plenty of growth ahead. | 
The market, pioneered by Sotheby's in | 
the 1970s, was later taken over by Chris- | 
tie's; it was they who in 1986 got the | 
highest-ever bid for a Coper, £35,000. | 
But one of their experts left last year for | 
Bonhams, and that firm—a | 
distant backrunner in other 
fields—for the moment has 
the lead; thanks, not least, 
to its wooing of private col- | 
lectors. Its sale total on Feb- 
ruary 27th, £205,000, was a 
British record for contem- 
porary ceramics—though it 
may not stand for long. 






























: or nomic ic Situation, Regional 
ssues, and Capital Flows 


Aw overview of the progress and outlook 
or 15 economies in the Caribbean region. 


ISBN 0-8213-143-3, £5.25 
A World Bank Country Study 


Wildlands 
Their Protection and Management 
į in Economic Development 

| George Ledec and Robert Goodland 





A handbook for policymakers based on | 


World Bank experience and policy in 


[Į managing wildlands as part of economic . 


development projects. 
0-8213-1154-9, £135.50 


Korea's Experience 
with the 
Development of 
Trade and Industry: 
Lessons for Latin 


America 
David Baughman 


0-8213-1101-8, £5.00 
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Clare Market, Portugal Street, London WC2A 2AB 
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pies Mir ras ea Center 


The African crisis, food security 
and structural adi 
Special issue of the Intern. 
Review, No. 6, Vol. 127 

Guest editor: Vali Jamal 


This special issue explores and explodes some of the | 
conventional wisdom on Africa: 
prices caused production decline, that food imports 
.Signify food shortages, and that standard adjustment | 
ber eie: constitute the best hope for recovery. A 
synthesis chapter is included together with detailed 
Studies: agricultural decline and access to food in | 
Ghana; whether there is an agrarian crisis in Madagas- 
Car, Nigeria's oil shocks and food security; whether 
Somalia wil Survive in a ‘doomed’ economy; and how 
Uganda i is coping under the crisis. 

This issue: £6.60; US$10.50; SF15 

Subscription (6 issues) (1989): £26.40; US$42; SF60. 


| Agrarian policies and rural 
| poverty in Africa 
| Pod by D. Ghai and S. Radwan 


Attempting to provide a quantitative and ualitative 4 
i p of rural poverty and income distribution, this 
ok evaluates the impact of state policies on them | 
with regard to land tenure, public expenditure and | 
resource extraction from rural areas. The country | 
studies cover Botswana, Ghana, Côte d'Ivoire, Kenya, 
Malawi, Mozambique, Nigeria, Somalia and Zambia. 


| ISBN 92-2-103100-4 £12.10; 5$19.25: SF27.50 
Access and Visa cards accepted in the UK. 
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ILO Publications 
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of American 
Publishers 


1-203-966-5470 
1-203-966-4329 


1-800-255-2665 


Toll Free U.S. 


At current exchange rates books of 
American publishers will probably 
cost you less. Call for information. 


BOOK CALL is your personal book- 
 store.at the end of the phone. Our 

perienced booksellers will help you | 

with all of your special needs. 


€ Charge to Amex, MasterCard, Visa 


or send Stateside check 
. diis ship anywhere in the worid 





FREE monthly new title forecast m 
available—the perfect way 


pping available 
€ Mail orders weicomed 
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rate orders invited. 
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to keep up with the news 
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59 Elm Street 
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| cant The answer is Richard C. Yogs "uniqu 
| iid approach" to eas and h 


























A three. issue introduc 
| - | tion is yours for next to 
| DRE Y You will receive Young's latest forecasts: 
| for interest rates, gold, currencies, the-st 
- | market and the U.S. economy. Just send this 
| along with *1 and your name and address to: 
Young Research & Publishing, Inc. 
Federal Bidg., Thames St, Newport, RI. 02840. : 














































Encompassing the entire Conti- : [- 
| nent, the Africa Research Bulletin | 
| is published every month in two [| 
series. 


The ROLITICAL SERIES covers | 
wars internal and intra-coun- f- 
try political developments. This is |- 
i: pana by summaries of social : 
and cultural events of significance. - 


The ECONOMIC SERIES covers 

| economic co-operation; internal 
— economic affairs, policies and de-. 
velopment plans; commodities 

production, marketing, communi- 
cations, aid, trade, and statistical . 
analyses. 


Each series is available singly, or 
jointly at a preferential rate. 


Each issue contains a comprehen- 
sive index. Every subscriber re- 
ceives in addition a cumulative an- 
nual index. 


For specimen copies and subscrip- ~ 
tion rates write to: 
AFRICA RESEARCH LIMITED, 
The Old Rectory, | 
Woolfardisworthy, — E 
Nr Crediton, Devon EX17 ARX 
| England. . t 
$. Tel: Cheriton Fitzpairie (036 















































BA AND MA DEGREE PROGRAMS - 


Schiller international University offers graduate and 
| leads aroari ns preparing s i d 1 
business and many other fields. An experienced 
Faculty following the. American higher education 
system provides the essential knowledge and 
understanding of international relations and | 
diplomacy for a successful career. 
* Small, international classes 
* Entry into BA program with high school rod iin 
* Location in Central Londoi 
* Programs also offered in Paris and Heidelberg. 
* Language of instruction-- English 
* Programs begin Fall, Spring and Summer 























Itis said that Britain needs at least another 10,000 MBAs | 
every year, simply to catch up with the management 
professionalism of other leading nations. 


Thanksto the University of Warwick and Wolsey Hall, 



























Oxford you can join this management elite by | E l SCHILLER INTERNATK ONAL. UNIVERSITY 
studying largely at home. The two have combined | | tet: on 928 t Telex: poled hese Pret : (01) 620 1226 
their respective expertise i inbusinessstudies and $ | (Accredited member AICS, Washington DC, USA) 


home study to devise a course which enables you to: 
e Study effectively without giving up your job 
@ -Apply immediately at work what you learn on 


he aae e 05s LLOYD'S of LONDON 


€ Becomeabetter manager...andabetter ^— IM | e LS 








qualified one — mite RC EN T E N A R Y| 
Between them, they have helped severalhundredsof ME | HM UE E E HM 
managers ontheirway...andhelpedtheirsalariestoo. MI |- F O U N D A T I ONU 
|. Why not post the coupon or telephone today to find MK | — ONE-YEAR oooO 
out more? If you have an interesting career history [| RESEARCH FELLOWSHIP 
iO 0r o | | — Lloyd's of London Tercentenary Foundation is a charitable trust which was establishe" 
. hd hold a good honours degree or equivalent, this MI | jue eni et tee gee 
could be the best move you ever made. EE | include the advancement of education and research in medicine, science and business. 


The trustees intend to award three or more one-year Research Fellowships tenable from 
October 1989 in one or more of the following categories: — 
- (a) Science, medicine anid health-care; 
| (b) Business and related studies; 
(c) Safety or environmental studies. 


Eligibility 


Applicants should be desirous of engaging in research in the United Kingdom at a higher 
educational or business establishment. They should hold a PhD degree or have 
equivalent research experience. Preference will be given to those aged 35 years or under. 


Awards . B 

The amount of each award will be determined by reference to the applicant's 
circumstances and will include an allowance for research expenses, In the case of an 
applicant proposing to engage in research at a higher educational establishment the 
amount of the award is likely to be related to the appropriate lecturer scale. 


How to apply 
There is no application form. T "he closing date is 3 May 1989. The names of the Fellows 
will be announced in July 1989. Applicants should write to the Secretary of Lloyd's of 
London Téicentenary Foundation at the address below describing the proposed 
research programme and stating the objectives they expect to achieve during the year. 
The technical description should, where appropriate, be accompanied by a short 
“Laymen’s Guide" to the projected research. Each applicant should also enclose: 
(D a curriculum vitae; (ü) " details of any research grants currently held, {HD a letter 
indic oa the support of the head of the establishment where research is to be carried 
out; (iv) where appropriate, a letter from the applicant's current employer approving. | 
his or her release for the period of one year; {v} a statement of the estimated research dk. 
expenses. 


STUDY FOR AN MBA AT H OME | . Lioyd's of London Tercentenary Foundation | 
| i Lime Street, London EC3M JHA 


Please send me full naoa on the Warwick MBA course. 
To: University of Warwick Distance Learning MBA Office 
Dept. CA9, 66 Banbury Road, Oxford OX2 6PR 
Tel: (0865) 310310 Telex: 83539 OBS WHO Fax: (0865) 310969 
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OME STUDY COURSE IN ECONOMICS 


on study that will throw light on today's baffling 
uition free—small charge for materials. 


Write Hen 








) B sunu 


hine Lake Geneva Gstaad-Bernese Alps 
i6 14-19, July-August Co-ed 6- 14, July-August 
High standard, » sport activities, language courses, excursions, mountain hikes; ' 


PN references: ITC, PO Box 122, CH-1012 Lausanne, phone: 056 22 67 78 
Fax: 41/56- 226-775 








Queen Mary Coll E 
University of London - 


" The Department of Economics offers taught Masters courses and PhD supervision. 
MSc in Economics 
A long-established, intensive nine-month programme for well-qualified candidates who 


wish to train for careers as professional economists in the private sector, higher 
education and government. 


. MSc in Economics of Latin America 
A one year course, including research dissertation component, for all those with an 
interest in the advanced study of the economics of Latin America. 


. PhD/MPhil 


Supervision, leading to these two research degrees, is offered in many areas including. 


macroeconomics, microeconomics, econo.nics of Latin America, development eco- 


nomics, labour economics, industrial economics, financial economics and 


économoetncs; - 


A part-time two year option: is available. for both MSc courses. A pre-sessional English . 
programme is offered in July, August and September. The Department of . 


Language 
Econo i is recognised by the ESRC and some Scholarships: are available. 


: | E Further details and application forms from: The Hi ner ree rt Office, Queen Mary 
"College (University of London), Mile End Road, ndon E14NS, United Kingdom. 


"UNIVERSITY OF MANCHESTER 
_ INSTITUTE OF DEVELOPMENT POLICY 
. AND MANAGEMENT 


MSc IN HUMAN RESOURCE 
DEVELOPMENT 


| This. Master's Degree’ Programme (12 months) aoas 
analytical skills required for policy formulation in Human . 


3 Resource Development in developing countries. 


A: choice. of modules are offered which include national 


manpower planning, labour market analysis, planning 
human resources in organisations, management of training, 


personnel management, educational: development and - 


planning, adult learning and development policy. 


| Application forms and further information from the 


Administrator (RC), Institute of Development Policy and 

«Management, University of Manchester, Oxford Road, 

-Manchester M13 9QS, UK. Telephone: 061 275 2800. 
elex: 667461 COMCAB attention ADMIN. 


SA o institute, 121 E 30th Street, New York, NY 






















à your degree 
hun Rte cag cai A AAO A EA 


Send daa ene on wor ean erc 
cost evaluation. -. " 


PACIFIC WESTERN UNIVERSITY. 


N Sepulveda Bivd, Los cr sc dn 37—U5AÀ : 
ig Sap 21371-0306. i 182515 (o Fàx:21 471-6456 — 


(B TT FINANCE 
PUBLIC SECTOR FINANCE - 


MSc courses 


The Department of Economics is ‘offering MSc courses in. Busine S 
Finance and Public Sector Finance. The courses may be taken either 
full-time or part-time (one day per. week over two academic years); j 
Some bursaries are available. . É 


The courses are designed to: equip people whose career choices lieor 
will lie in financial services and management in the private or.public | 
sector, with analytical skills and practical knowledge. The part-time . | 
courses can be combined with existing employment. m 
Application forms and further details: The Programme Director, Dr A... | 
Antoniou, Department of Economics, . rat ad D iiia Vu 
Middlesex UBB 3PH. Tel: 0895 56461, ext 25 Jg 






















































A uniqu ue international; programme is ‘aiterse iby1 The 
Glasgow Business School. The School, which is part of ths- 
University of Glasgow, offers management courses for the 

International Master of Business Administration on a 12 

month full-time basis. Students will follow an MBA programme os 

specialising in International Business, with Options on the- 
European Community, Negotiating in Pacific Rim countries 
-andin Arab societies. 

The course covers the major aspects of business, 
particularly in the international field and is intended to prepare | 
men and women with a special background for career jos 
development in general management. Pdl 

Entry requirements: Normally a degree or equivalent 
professional qualification is required for entry. Some years of 

industrial or commercial experience would be advantageous. 


For brochure or further details, apply to: = Pe 
Professor J. M. Livingstone, | 
Glasgow Business School, 

. University of Glasgow, | 
53-59 Southpark Avenue, 
Glasgow G12 BLF, Scotland, U.K. 
Tel: 041-339 8855, Ext.6303 

s Telex: 777070 UNIGLA. Fax: 041-330 4008 i 









Glasgow has been nominated by the SCE E 
Commission as ‘European City of Culture, 1990". 







D UNIVERSITY OF CAPE TOWN 















ointments Office; 
ity of osch 7700, Republic of South 
9-22208; Telefax: 650-2138). Further information may 











The firm jeher and practice of the University of Cape Town is to 

- oppose discrimination In any sphere of university life on grounds. 
of gender, race, or creed. UCT has consistently protested, and 
continues to protest, against apartheid laws and practices and is 
committed to working towards a just future for our country. 







Information on this is available on request. 


Bates Wells Recruitment CT @ 7745-05 














| . WyeCollege 


Department of Agricultural Economics 






New developments in research and teaching and replace- 
ments of retiring staff have created the following vacancies in 
..| the Department of Agricultural Economics. Applications are 

.| invited for four lectureships tenable from September 1, 1989. 


| Business Management | 
|. (one post) which may be in any relevant area of farm business 
: . management, or agri-business management. 


in Agriculture and Related Industries (2 posts), covering 
developed and developing countries. EC 


Environmental Economics 
with specia! reference to agricultural development. Three 
year contract initially. French language skills an 
advantage. | 2 | 

The initial salary will be on the Lecturer Grade A scale 

(currently £9,260-£14,500 pa) or on Lecturer Grade B scale 















(£15,105-£19,310) plus USS benefits. — 

Please write for further particulars, quoting the post of 
interest, to: Dr T. A. Hill, Assistant Secretary, Wye College 
. (University of London), Wye, Ashford, Kent TN25 5AH. Tel: 
| (0233) 812401. Direct Telex: 94017832 WYEC G. Fax: 0233 
. Closing date for applications: March 29, 1989. 

| Wye College is an equal opportunities employer. 


















Applications are invited for teaching appointments in the Department of 
Economics and Statistics from candidates who possess a relevant PhD 
degree and preferably are able to teach in more than one of the 
following areas; : EE 


* Asean Economies * Demographic Economics 
* Economics of Banking and Financial institutions 
* Economic Theory * Financial Economics 


aticn Theory 








Besides appointments on normal three-year contracts, visiting appointments 
for one or two years will also be considered. 


Gross annual emoluments range as follows: 
Senior Lecturer — S$53,160 — 94,090 
(£1 = S$3.39 approximately) | 


The commencing salary will depend on the candidates qualifications, 
experience and the level of appoiniment offered. — 


Leave and medical benefits will be provided. Depending on the type of 
contract offered, other benefits may include: provident fund benefits of an 
end-of-contract gratuity, a settling-in allowance of $1,000 or $$2.000, sub- 
sidised housing at nominal rentals ranging from S$100 to S216 am., educa 


| tion allowance for up to three children subject to a maximum of S$10000 


per annum per child, passage assistance and baggage allowance for the 
transportation of personal effects to Singapore. Staff members may under- 
take consultation work, subject to the approval of the University, and retain 
consultation fees up to a maximum of 6096 of their gross annual 
emoluments in a calendar year — 





The Department of Economics and Statistics is a department in the Facuty 4 


| Of Arts and Social Sciences. There are 8 facutties in the National University 


of Singapore with a current student enrolment of some 14000. All depart- 
ments are wel-equipped with a wide range of facilities to enhance the 





| teaching and research activities of staff members, Th University is linked 


to BITNET, an international network that interconnects almost 500 main- 
frame computers at 200 institutions of higher learning and research 
centres around the world. bee. 


| Applications forms and further information on terms and conditions of ser- 


vice may be obtained from: 





NATIONAL UNIVERSITY COMMI 
< Tek (01) 235-4562. 


Enquiries may also be sent through BIT NET to: 


ETT O ONM.. i 

















UNIVERSITY OF SALFORD 
NEW ACADEMIC APPOINTMENTS SCHEME 


| LECTURESHIP IN 
ECONOMICS/ECONOMETRICS 


_ The University expects to fill this Lectureship under the-UGC scheme to provide career 
Opportunities for new young academic staff, Applicants should have teaching and 
“research interests in applied economics or applied econometrics. Preference will be given 
_ to candidates able to contribute to courses in quantitative methods and with research and 
| teaching interests in microeconomics, broadly defined. 


Commencing salary on either the Lecturers’ Grade A or Grade B scale (rising to £14,500 
t £19,310 a year), with USS benefits, although preference will be given to candidates at 


an early stage in their careers, 


_ Further particulars and application forms available from the Registrar, University of 
Salford, Salford M5 4WT (tel 061 736 5843, ext 215), to whom cont ted 
_ applications should be returned by 31 March 1989, quoting reference ECON/GS/E, 


. . The University is an Equal Opportunity Employer 












































THE AUSTRALIAN NATIONAL UNIVERSITY 
_ RESEABCH SCHOOL OF PACIFIC STUDIES - 


| PROFESSOR OF ECONOMICS 


Following the dim rie of Professor M. Corden, the Research School of 
Pacific Studies seeks to appoint a Professor of Economics. The staff of the 
School's Department of E oom are involved in full time research and 
graduate student training. The appointee will have a distinguished research 
record in development economics or international economics and be willing 
to promote and participate in research on the economic problems of the 
School's region of interest. 

Closing Date: 10 May 1989, | Ret: PA 23.22 
SALARY: A$67,309pa. APPOINTMENT: Professor, to retiring age 65. 
APPLICATIONS should be submitted in duplicate to the Registrar, The 
Australian National University, GPO Box 4, Canberra ACT 2601, Australia, 
quoting reference number and including curricalum vitae, list of publica- 
tions and names of at least three referees. The University reserves the right 
not to make an appointment or to appoint by invitation at any time. Please 
obtain further particulars before applying from the Registrar, or from 
Appointments (36110), Association of Commonwealth Universities, 36 
Gordon Square, London WC1H PE, 

THE UNIVERSITY I5 AN EQUAL OPPORTUNITY EMPLOYER 








.. ACCOUNTING 


: Following the recent appointment of Professor Edward Cahill as part of its 
* programme to develop Accounting in the Faculty of Commerce, the College 
Büow invites applications for three permanent full-time appointments in 
Accounting. | | 
- One of the appointments may be at Statutory Lecturer level (equivalent to 
- Senior Lecturer) and the other two will be at the College Lecturer level. 
© Applicants should hold a relevant postgraduate qualification and a record of 
research and publication is particularly desirable. Teaching interests in most 
| aspects of Accounting and Financial Management will be considered. 
. Candidates will be expected to contribute to the development of Accounting 
. and of tbe Department in the Faculty through participation in undergraduate 
and postgraduate teaching. The positions offer an opportunity to join a 
| department with high academic aspirations at a critical period of its 
| evolution. Related developments in the expansion of Management Studies in 
. the Faculty are also taking place. Advance informal enquiries may be made 
= to Professor Cahill. Telephone (010-353-21) 276871, ext 2506. 

| The salary scales are: 

| Statutory Lecturer 1RÉ20,329-IRÉ28,831 pa. 

. College Lecturer IR£12,488-1R£17,063 Bar IR£I8,856-IR£24,068 pa. 

` Application forms and further details of the post may be obtained from the 
undersigned, Tel: (010-353.21) 276871, ext 2364. Latest date for the receipt of 
. completed applications is Wednesday, 19 April, 1989 

- M. F. Kelleher, Secretary 







































Fhe | 

Ec OnOMUST An Appointment To Sell 
We are looking for freelance representatives to sell 
The Economist’s famous diaries as corporate gifts. _ 

Age and previous experience of diary selling are not 
important, but you must be able to communicate ata 
senior level in business. | | 
Please send a full CV to: David McGill 
The Economist Publications Ltd 


40 Duke Street, London WIA IDW | 
Tel: 01-499 2278 Fax: 01-495 8167 Telex: 919555 ——— 





























New Academic 

Appointments Scheme | 
Applications are invited for the following | 
lectureships under the terms of the above | 
Scheme. It is anticipated that, following UGC |: 
approval, these posts will be available from | 
October, 1989. 


Economic History 


Ref. No. 6469U. The post is in the area of 
| 
| 
i 





Economic History of Britain and/or Western 
Europe in the twentieth century. | 


Depart 
Political Econo: 


Ref. No. 7470U. Applicants from all fields of 
economics are encouraged, although 
preference may be given for specialisms in 
microeconomics, finance or econometrics. | 
There are strong research groups in | 
macroeconomics, development economics | 

and microeconomics. 





ment of | 








The intention of this Scheme is to enable | 
universities to recruit younger academic staff | 
and it is anticipated that initial appointment. 
will be to the Lecturer Grade A scale. 
(£9,260-£14,500). vs he in 

. Further particulars may be obtained from : 
the Academic Personnel Office, University of 
Glasgow, Glasgow G12 8QQ, where 
applications (8 copies), giving the names and ` 
addresses of three referees should be lodged - 
on or before 7th April 1989. 

In reply please quote appropriate | 
Reference Number. EE à 
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DRI/McGraw-Hill 
DATA RESOURCES EUROPE 
ECONOMISTS 
-Data Resources is seeking two economists for their Lon- 
don office. It requires experienced economists to forecast a 
number of the smaller European economies for its interna- 
tional client base. The ideal candidate will have gained 
experience of using a macro-economic model and will be 
familiar with statistical sources and European economic 
` institutions. The ability to write clearly and briefly in 
- English are important as are presentational skills. This 
.. post would suit an economist wishing to transfer from the 
public or academic sector to gain experience of the 
" commercial environment. 
Data Resources, a subsidiary of McGraw-Hill, is the 
world's leading provider of economic information and 
"analysis. Its European offices are located in London, 
Brussels, Paris, Frankfurt and Milan. Its international 























government. | 
- Please send your CV and details of current salary to Miss 
Elsie Shaughnessy, DRI Europe, 30 Old Queen Street, 
London SW1H 9HP. | 
















































THE UNIVERSITY OF MANCHESTER 


LECTURER IN ECONOMIC GEOGRAPHY 
A LECTURER IN SOCIAL STUDIES 
(Science & Technology Policy) - 


Applications are invited for these posts, tenable from October Ist, 
1989, which have been established under the UGC New Academic 
Appointments Scheme (NAAS). 

Economic Geography ref 400/C/89 

Candidates should .be. economic geographers with expertise in 
labour processes/markets or business services to add to the Depart- 
ment's work in policy analysis. The appointee will be expected to 
develop research dovetailing with existing work on transnational 
corporations and the internationalisation of enterprise, and on local 
regional studies of the impact of policy initiatives. Special opportu- 
nities exist to collaborate in the activities of the Manchester- 
Liverpool Urban Research Laboratory and the Department's new 
initiatives in East and South East Asia. Supervision of graduate 
.. students and teaching in the classroom, laboratory and field at all 
levels of economic geography will be part of the duties. l 


Social Studies (Science & Technology Policy) 
ref 400/H/89 
Fhe post is in the Science and Technology Policy Group, which 
comprises staff from the Departments of Economics, Government 


Change and Industrial Strategy and undergraduate courses in the 
Faculties of Science and Economic and Social Studies. The Group is 
part of the University's Science and Technology Studies Centre, 
together with PREST (Programme of Policy Research in Engineer- 


Technology and Medicine, 

Background; in Economics, management studies, politics or sociolo- 
gy, ápplied to technology management, technology policy or the 
social impact of new technology preferred. 

It is expected that the initial salaries will be within the range 
£9,260-£14,500 per annum on the Lecturer ‘A’ scale. Excep- 
tionally, appointments may be made on the Lecturer ‘B’ scale 
(£15,105-£19,310 pa). Application forms (returnable by March 
31st) and further pipi from the Registrar, the Universi- 
ty, Manchester M13 9PL. (Tel: 061 275 2028). Please quote the 
. (The University is an equal opportunities employer. 
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client base are drawn from industry, finance and 


University College of _ 
Swansea | 
LECTURER IN MARKETING ^ ` 
Applications are invited for the vacancy 
of Lecturer in Marketing in the Depart- 
ment of Management Science and Sta- 


tistics. The successful applicant will join. 


an expanding team in this area in a 
department which has a strong bias 
towards Europe and an emphasis on 
quantitative methods in business. Ap- 


plicants should have relevant degrees, — 
professional qualifications and experi 
ence to teach to postgraduate level and. 


be capable of becoming involved with 


various research projects or building a. 


research team. — 


The appointments will date from 1 Oc- 
tober 1989 and will be made in the 
middle range of the Lecturer Grade À 
Scale—£9,260-£14,500 per annum, 
plus USS/USDPS benefits, if required. 


Further particulars and application. 


forms (two copies) may be obtained 
from the Personnel Office, University 
College of Swansea, Singleton Park, 
Swansea SA2 8PP, to which office they 
should be returned not later than Friday 
15 April 1989.. 





` University of Reading 


_ AND FINANCE 
Applications are invited for two ne 


from 1 October 1989. The successfu 


‘that one post will be filled by a specialist 













LECTURESHIPS IN ACCOUNTING 


established Lectureships in Accoun 
tancy in the Department of Economic 


candidates will-be expected to shows 


in- some combination of computer 
based accounting, information systema: 
and management accounting. Salary: 
scale £9,260 to £14,500 per annum 
(Grade A} or £15,105 to £19,310 per^ 
annum (Grade B)—under review—piuse 
USS benefits. | 


Further . particulars and appli 

forms (two copies) are available — .. 
Personnel Office, University of Read- 
ing, Whiteknights, PO Box 217, Read- 
ing RG6 2AH, telephone 0734 318751. 


Please quote Ref. AC. 8914. Closing 
gate 31 March 1989. 











The Association of Corporate Treasurers 






CHAIR IN TREASURY 





Applications are invited for the newly created Chair in Treasury 


Management within the Cranfield School of Management, which is 
being endowed by the Association of Corporate Treasurers 


+ 


The person appointed will possess outstanding practical and 


theoretical Knowledge in the areas of: 


Corporate finance | 
Liquidity management 


Capital markets and tunding 


Currency management 


Treasury principles and practice 
The Professor will be capable of making a significant research 


and Sociology, and offers a Master's programme in Technical. 


ing, Science and Technology) and the Centre for History of Science, | 


contribution in as many of these segments of financial management as 
possible. Personal qualities will include the ability to influence and gain 
respect from professional corporate treasurers, bankers, consultants 
and As academic community, with all of whom the appointee will be 
working. 


The most substantial part of the Professor's time will be devoted to the 
development cf a research centre designed to analyse and 
disseminate information on practices and principles of treasury 
management in Britain. He or she will also work directly with the 
Association of Corporate Treasurers on-a variety of matters of topical 
importance. The appointee might currently be in the academic world, 
or a practising corporate treasurer, banker, consultant, 
finance director or the like. l 


The salary will be in the tegion of £28,000 per annum. 


informal enquiries may be made to Professor Adrian Buckley or 
Professor Alan Robson at the School of Management. — 








Division 


E 
d 


(f 












Research 






The Department seeks to appoint a 
Lecturer on a five-year contract. Ap- 
plicants with interests in any area of 


ommodr. 








> 











conomics will be considered, The 
'essful candidate will be expected 
ake up appointment on September 
i, 1989 or as soon as. possible 
thereafter. — 

salary will be in the range £9,260- 
£19,310. Further particulars for the 
post are available from the University 


Secretary, University of Stirling, Stir. 


ling FK? 4LA. Tel: (0786) 73171, ext. | 
2314. Completed applications, in the 
form of a cv with the names of three 
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ENGLISHMAN (32), graduate, legal 
training, experience in European cor- 
porate activity, fluent French and three 
years residence in Paris, seeks oppor- 
tunity to help in the setting up or 
development of enterprise in Europe. 
Other languages, Italian and some 
Spanish. Reply Box 3644, The Econo- 
mist, 25 St James's Street, London 
SW1A 1HG. 








FIRST POSITION, young man, age 27, 
public school educated, multi lingual, 
internationally orientated, commercial 
background, seeks challenging and re- 
sponsible appointment, preferably in 
region Far East or southern Europe. All 


replies acknowledged. Reply to Box 


3642. The Economist, 25 St James's 
: ‘Street, London SWIA tHG. . 









| INTERNATIONAL 
"ORTFOLIO MANAGER 


ngual international investment expert with 
nao] AS Beh experience in money management, 
“eset aHocaüon, research and marketing seeks 
- itermational money management assignment in 
Please send enquiries to: International Portfolio 
Map Sui EU 1202 Lexington Avenue, 
























[ Executive available 
| University education in Management 

] LaweOver 20 years in three developing 

| countries in international | purchasing, 

-] Spare parts management, logistics —Pro- i 
d jects manufacturing, trading Asian PP. . 
Excellent communication skills, keen on 
orking in international environment, 
Available "for immediate placement 
worldwide. 

Box 3643, The Economist Newspaper, 25 
James's Street, London SWIA IHG. 


_ FIRST 
- POSITION 


Young man, public school educated, MSc 
in Economics, seeks challenging and re- 
sponsible appointment, Own computer. 
TSP, Datafit experience. Can also speak 
erman, 
| replies acknowledged. Reply Box 
The Economist, 25 St James's 
adon SWIA IHG, 
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APPLY GENUINE INTELLECT 


_ class consultants—a problem we have been asked to solve. Irs a classic non-search: the candidate 
_ specification is gloriously wide— public or private sector (but, to match the clients, almost certainly 
~ blue chip), any discipline, as long as it doesn't distract from how the organisation actually works. 


. essentially practical, sharpened through real management experience (an MBA would not be a. 


implementing solutions. Our emphasis on the cerebral should not distract from the necessary. 






Our client, a major International Commodity Group is currently 
seeking an experienced Research/Statistical Analyst to join its 
London office. 














The successful candidate will be required to collect and interpret 
data relating to the production and consumption of sugar, oilseeds 
and other soft commodities. It is therefore essential to have highly 
developed quantitative skills and the ability to disseminate infor- 
mation in both oral and written form. | 





Please write to Trish Collins 
atthe address below. 








Exchang 
Fourth Hoor, i A 
No.l Royal Exchange Avenue, 
London EC3V 3IT.- 
Tel: 03-929 2383 







































AND MANAGERIAL SUCCESS TO 
A VERY UNUSUAL CONSULTANCY PRACTICE 


From situational analysis to the implementation of strategy 
At least £40,000, car + considerable potential Central London 





Consultants tend to dispense either advice on business direction or expert guidance on a specialist 
function. Either way, the work is too restrictive to attract the best business brains, who enjoy the 
analysis.of the total commercial situation and get their real buzz from making things happen. 
However, one consultancy—four years old, British, independent and dramatically successful--does 
address the whole situation and regards implementation as crucial to its work. No packages, no 
prescriptive solutions. Operating at Chief Executive and senior managernent level, it works for ~ 
clients of the brightest blue chip. Future development is restrained only by the availability of first. 


But there are a few sine qua non personal characteristics: Intellect comes first, butitmust be = 


disadvantage?) You will enjoy challenging the obvious, re-evaluating the system rather. than 
being captured by it, you will be quick at identifying problems but will also get excited about 


confidence, style and fleetness of foot to flourish in both one-to-one and high calibre workshop 
situations. These strengths will almost inevitably have already been exercised in a consultancy ^. 
operation and you will be aware of, and comfortable with, the commercial elements of such wok c 
The likely age is early 30s/early 40s—ideal to take advantage of the possibility of equity in future. 
Please send full career details, quoting reference WE 9037, to Terry Ward at Ward Executive 
Limited, Academy House, 26-28 Sackville Street, London WIX 2QL. Tel: 01-439 4581. 


WARD EXECUTIVE 


a LIMITED 





Executive Search & Selection | | [ 









ppl Hes 
. £18,549-£20,139 (Bar) to £22,791 


 Weare seeking an energetic individual to 
undertake a leadership role within the School 
Of Economics and maintain the effectiveness 
.. Of the School after the Polytechnic comes into 
D our own hands i in April. 
\ssisting the Head of School in the 
management of the School's work and with 
the co-ordination of new initiatives, you 
should be capable of offering teaching and 
research support in: financial economics; 
business/managerial economics and _ 
international business. Any other specialisms 
in Applied Economics will also be relevant. 






















You should hold a good honours degree in 
Economics or a related discipline, with 
evidence of completed or published research 
and significant Higher Education teaching 
experience, The ability to speak a foreign 
language would be ideal but is not essential. 
Application forms and further details from: 
Personnel Services, Lancashire Polytechnic, 
Preston PR1 2TO. Telephone (0772) 262027 
(24 hour answerphone). Please quote 
reference AA/562. Closing date 

is 24th March 1989. mw 

The Polytechnic is ^b 
working towards 
equality of 
opportunity for all. 





























INTERMEDIARIES TO REPRESENT 
MAJOR INVESTMENT FUNDS 


We have an established reputation and a successful 
_track record in distributing top performing investment 
- funds. Our agency network already spans 32 countries 
and we are now expanding this. 

: We provide a full service from our head office, together 
; with very attractive commissions. If you would like to 
know more about an agency agreement please write to: 
-Box 3641, The Economist Newspaper Ltd, 25 St James's 
Street, London SWIA IHG. 


C 


Prospective agents must be licensed to operate and ath 
mediaries in the Jurisdiction í n their agency by 
al regulat ho 
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LONDON BUSINE: S SCHO! 





London Business School, Europe's leading business eet invites 
applications for faculty pomo in: 

è international Business . : * Organisational Behaviour 

® Strategic Management  * Marketing 

© Operations Management ¢ Accounting 


The Schoo! runs MBA and executive programmes and conducts high 
quality research. It has a superb location in Regent's Park, central — 
London, has first-class modern facilities, and is expanding rapidly. 

_ Applicants for faculty positions should ideally have teaching 
experience and a developed area of research interest. Business 
experience would be a great advantage. The School is also offering 
a number of Post Doctoral Fellowships for young men and women 
who are interested in a future career in management education, —— 

Salaries are competitive and opportunities for consulting will 
be available. 

Applications with curriculum vitae and citing 
two referees should be sent to: — 
Professor Paul Marsh, Faculty Dean - 
London Business School, Sussex Place, Regent's Park 
London NWI 4SA, UK, disci 9r 262 5050 Met 230) 


Norwegian 

Persian — 
Bulgarian Polish ` 
Chinese Portuguese: 
Cambodian Russian 


vestir A 
TIE 
40 | à vii Croatian] 


Spanish. | 
Swahili ` i: | 
Swedish; | 
Tagalog — 1 
Haitian . Thai i 
| Creole Tswana | 
Hausa Turkish PL 
Hebrew Twi 

Hindi Urdu 


IN ONLY 
60-80 





HOURS oer with French participants for 7 
‘ronese Zuu | intensive days in the DORDOGNE 
E RINGUS | Cháteau LA VALOUZE 
TMELAMQUADE source KOL ME LR YOUR | JL Lefevre CIEL.BP.180 | 
suenan OREN ROLES] 24490 LA ROCHE CHALAIS, France 
31 Kensington Church S. | Tol: 5391 44 28 


01-937 1647 | 


London WB 4Li 
















F3 The most renowned school for French 
i | 


A WONDERFUL AND UNIQUE EXPERIENCE 
For adults. 8,.30am-5prr. 8 levels: Beginner t to Advanced "n 
LODGING IN PRIVATE: APTS. AND 2 MEALS INCLUDED 
Next 2, 3 or 4-week immersion course starts 3 April, 8 May 1989 and all year. 


INSTITUT D FRANCAIS - EC 1 f 













INR. T. 93 01 88 A. T TUUM _ 





NI and: preference Variant eka 
forecasting and analysis. Tel: . 

























2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
-Obtain them. INI, 26 ees Ath- 
7 ens 10675, Greece: 








? IMMIGRATION. ASSISTANCE. Law- 

yers and consultants will assist with 

Canada and USA visa requirements. 

FREE info: Heritage, Box 1161, Mo- 
,CA95353, USA. 





BUSINESS ADVICE, asset manage- 
ment; start ups, acquisitions, products 
found send full details. Write to Box 
22-3788, Publicitas, 1002 Lausanne, 
Switzerland. 





ST JAMES'S, LONDON, 
viced apartments in small block close 
to Fortnum & Masons, The Ritz and 
Piccadilly. Double and twin rooms from 
£70 per night. Tel: 01-930 2241. 





‘(OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 





PANAMANIAN CORPORATIONS pro- 
de complete confidentiality and zero 

tax liability. We offer company formation 
services ona fast, reliable and competi-. 
tive basis. H. |. Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
^^ 919 [evenings 23-6779) Fax: 
36. 


AUTH ORS WANTED 

BY NY PUBLISHER 
"Leading subsidy book publisher seeks 
, manuscripts of all types, fiction, nom 
: fiction, poetry, juvenile, scholarly and 
. religious works, etc. New authors we 

comed. Send for free booklet. 

. $82, Van Press, 516 W, 34th 
B Street, New ork NY 10001 USA | 





32 Sloane Gardens, 
London SWIW 8D). 


Telephone 01-824 8415. 
Fax: 01-824 8415 
Telex: 926678 WILLET G 


| Single: £41.95 + VAT. 
> Double/Twin: £49.95 + VAT. 


Extra Single: £19.95 + VAT. 
Small character town house, off 


Sloane Square. All modern 
7 facilities, 
| English breakfast inclusive 


of rates. 
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S & PERSONAL 


SW1. Ser. 


| ence in France, 


LONDON 
South Kensington 


Luxury fully furnished one and two bed flats in 
quiet cul-de-sac off Queens Gate. Resident manag- 
er, direct dial telephones, video security and 
colour TV, Weekly rates from £266 to £560 plus 
VAT. 


Full details: Office tel 04-902 8151. Office fax 01- 
900 1353. Office telex 893095. Resident manager 
01-225 0184, fax 01-225 0280. 


We are an international Mondeo: organisa- 
tipo, 1 Supported esstonal, markeling and 
technica sta EN 

From our otishore base in Jersey near to ali Europe- 
an markets wa offer advan 5 Services to mang- 


markets of over 320 


We are interested to receive details covering a wide 


range of Mn MN CORDUNOR ity, price and 
Selon rn — 


May we trace your ancestors! 
Debrett have traced the ancestry of 
thousands of families from commoners 
to kings, worldwide. Send known details 


| for free feasibility advice and leaflet to: 


Debrett Ancestry Research Ltd, Dept EN, 
Gordon Road, Winchester UK $023 7DD 
Tel: (0962) 69067 


1992 IN FRANCE 
British Engineer, MBA INSEAD, 
with extensive management experi- 
is looking for a 
company seeking to establish or 
expand its French operations, 
M. Carter, 15 rue de la Paix, 77920 
Samois, France. Tel: 1-6424-6018, 
oF r telex 690389 F. 


CUT THE COST OF 
YOUR STAY IN LONDON 


Take a -fumished, self-contained service 
ede in. ent in Knighsbeidge, S ge Harrods. 





prone n colour TV, ceniral eri pillar 


persons. Brochure by airmail. 


Gardens, LONDON SWT 


45 Ennismore 
Tel: 01-584 4123. Telex 295441 (Ref KSF) 


SHIRTS MADE 
TO MEASURE 
Discerningi y tailored to choice of style from a 
selection of the finest fabrics, Specialists for 








| Over 60 years in superb Sea island cotton and 


luxurious silks elc. - 
Free sample fabrics and details fram 
SEYMOUR SHIRTS 
Free Post, Dept 29 
Bradford BD1 IBR 





Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspaper 
Limited shall not be liable to any 
person for loss or damage incurred 
or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any advertise- 
ment published in The Economist. 





CSTC LIMITED (IN LIQUIDATION) 


Mr Christopher Morris was appointed 
Liquidator of the above company on 15 
February 1989. The company holds 
certain monies on behalf of clients and- 









investors, mainly the proceeds of in- LONDON swik abr 
vestments which have been liquidated. 01-235 1 3 
The Liquidator proposes to make a — 920079 DIPLM TG 
distribution from those monies. There- ax: 91-235 Ssa o 

in Exclusive 





fore any person who has a claim 
against these monies should immedi- 
ately submit details of their claim to the 
Liquidator, unless they have already 
done so. | 


Claims should be sent to The Liquida- 
tor, CSTC Limited, 33/34 Chancery. 
Lane, London WC2A 1EW. Claims 
should be submitted by no later than 12 
noon on 8 May 1989. 





ing distance of + 







r accommodation and. full 
breakfast at exceptional: va 


Single: £49.95 + VA) 






Extra single: £19. 95 » 


| "n within walk: 
unsurpassed grader for su 


Double/Twin: £64.95 + VA 


































CHARINGWORTH 


MANOR 
BORED M 








With a second endis you can n have 
more freedom, enjoy greater security 
and save a fortune | in taxes. 4 
| Exclusive Special Report—examines 
| over 40 countries, reveals how to oe a 
second dns legally, easily, qui a 
and cheaply, Fully revised and ‘updat 
4th edition—OUT NOW! Satisfaction 
R50 (0589 or your money back. 
50 (US$90) or further details from: 





C pe. 
Charingworth Manor, 





0705) 591975. 


~S INVITATION OF NOMINATION FOR THE 
ISLAMIC DEVELOPMENT BANK PRIZE IN 
ISLAMIC ECONOMICS AND'ISLAMIC BANKING 






E i FOR 1409H / 1989G 
E E The islamic Development Bank has the pleasure to invite organizations, incloding | 
DER 7 universities, academic, financial and islamic institutions and individuals throughout th 


S 4 world, to nominate whomever they deem eligible to be awarded either one of the islamic 


m À Development Banks two prizes for the year 1409H ( 1989 } in the fields of 

A (a) ISLAMIC ECONOMICS and (b) ISLAMIC BANKING. 

i8 1 Each prize consists of a citation carrying the Bank's emblem and a cash award equi 
ae valent to 15,000 islamic Dinars ( approximately US $29.557350n30.12.1408HJ, The. | 
SN E Prize can be awarded to individuals and or organizations. More than one iaureate may p 


GE shears the same prize, Nominations are acceptable only from individuals and organizations 
P. “4 ( La, no self nominations are acceptable} The DB reserves the right to withhold awarding 
OUR —sthe prize. 

e 1 The following conditions must be fulfilled in nominations: , 
E 3 a) A nomines should have made an academic or practical Eontibution of POENE. 





en merit in the fields of the prize. oe 
A o Works which have already been awarded international or fegional prizes shall not 
E. be considered. 

p 3 — c) Research works nominated for the prize should have been published and Scignti- 


fically recognized. Non- published works do not make basis for nomination, 


E di A nomination should contain detailed information about the candidate's 


WE BIO- DATA, QUALIFICATIONS, FULL JUSTIFICATION OF THE 
j NOMINATION to the area of the Prize and his FULL ADDRESS. 


€) Last date of receiving nominations is the end of Shawwal 1400H (June 3, 10801 


Een. 1j All nominations and correspondence along with published works, if possible 
B | shall be addressed to : 





IDB PRIZE 
ISLAMIC RESEARCH AND TRAINING INSTITUTE, 
P.O.BOX 9201, JEDDAH 21413 
KINGDOM OF SAUDI ARABIA 


NG 















AA 









Scope Books (UK) Ltd, Nr Chipping Campden, 
62G Murray Road, Gloucestershire GL55 6NS, 
Portsmouth SJL, UK. Tek (038 678) 555 
Credit card orders by phone or Telex: 333444 CHARMA G 
fax accepted. Phone: (0705) Best Nes in 1988.89 
597440. Fax: DENEN 
































YYALY 
i | CASTLES IN THE SKY |. 
: ——— the vineyard. The best iy or country - ; 7 


COMING TO PARIS? ? 












43545798. or write PAA eda 9 
Rue des Ursulines, 75005 Peri. » 





| . $0 DON "T PAY FOR 

ud To c 5 expensive tastes * Wholesaler's profits * High shop rents 

Buy, your latest technology high speed fax machine with built-in tele ephone. direct from 
€ importer with full 12 months guarantee. For £499 Plus VAT Cash & Carry, aiso 

export prices available. depending on quantity. 

Contact: STV-COM Ltd, Unit 10, Gateway Trading Estate, Hythe Road, London NW10 

ORR. Tel: 01-960 0258. Telex: 295057 Stevex G. FAX: 01-960 1513. 


p A A wholly owned aliita of Stevens International Holdings Ltd 
























Sarah Hodge Recruitment Consultants 





















Need a Top Secretary? Alo Poison Charice Ad — 
| Call (01)434-0030 - = PüuwPdb oc oC 
215-217 Oxford St London WIR 1AH 9 Village Close, London NW3 SAH, 


"Tel: 01-794 6060. 


















THE THIRD ANNUAL AMEX BANK REVIEW AWARDS — — an 
THERE'S ONLY ONE GIN 
FOR THE WELL-INFORMED. 


IN MEMORY OF ROBERT MARIOLIN 
i 





2,500,000 
| penniesfor your 
thoughts. 


This year your best 5,000 words on any 
subject in international economics of 
current relevance to financial markets 
could win you US $25,000, or one of 
10 other significant prizes. 





All entries must be submitted no later 
than June 30, 1989. For details and an 
entry form call 01-583-6666, or write to 
The Editors, The AMEX Bank Review, | 

E X P R E S S 60 Buckingham Palace Road, London 
BANK - SWIW ORR, UK. 

















German Brief 


is amonthly English language Newsletter published by the Frankfurter Allgemeine Zeitung, Germany’s 
-most respected daily newspaper. Besides reviewing major political and economic events, German Brief 
provides you with a close look at the key sectors of German Industry and insight on likely developments. 
German Brief is only available by subscription and costs DM 750,- p. a. incl. postage. Clip this ad today 
and send it to us in Frankfurt to receive a free issue of German Brief, and find out what is happening 
in Europe’s key economy tomorrow. 





Frankfurter Allgemeine Zeitung GmbH - Informationsdienste 
Hellerhofstrabe 2-4, D-6000 Frankfurt am Main 1 EM 
Telephone 0 69 - 75 91 91 70, Fax 069 - 75 91 - 7 43, Telex 41 223. 











DEMAND AND JOBS West Germany's jobless rate fell to 7.9% in February; Japan's was 
at 2.3% in January. Unemployment is at its lowest level since 1982 in both countries. 

Germany's industrial production climbed 5.396 in the 12 months to January, the fastest rate 
fora year. Spain's industrial output rose 2.696 in the year to December. Britain's retail sales 
dropped by 2.496 in January, cutting the 12-month rate of growth to 1.896. Only a month earlier 
1 Britain' s retail sales were still roaring ahead at an annual rate of 5.5%. 
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PRICES AND WAGES Japan's consumer prices crept up by 1.1% in the year to January. During the 
same period wholesale prices climbed 3.9% in Spain, 8.4% in Sweden and 4.7% in Switzerland: 
these compare with rises of 2.5%, 4.1% and 0.2% during the 12 months to January 1988, so the 
trend is bad. Swedish earnings grew 8.9% in the year to December, Dutch wages by 0.9% in the 
year to January. 
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arly wage fates in manufacturing except Australia, me earnings, Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
E earnings; UE, monthly earnings for ai employees. 


m LABOUR COSTS According to the Swed- 
ish employers’ body, the cost of employing a 
_| Norwegian worker was 38% higher than the 
| cost of an American one in 1988. Irish 
workers were 23% cheaper than American 
ones. Ten years ago the irish came even 
cheaper, at half the price of Americans. 
| Although Ireland is still a cheap-labour 
| country, its costs have increased by more 
“ft than 350% (in Swedish kroner terms) dur- 
| ing the past ten years. Japan saw the 
| second-biggest increase of those in the 
| chart, at 338%. American employers now 
- pay 67% more for their workers than they 
did in 1978. Ten years ago Japanese manu- 
.| facturers had an edge over their American 
1 rivals: labour was 25% cheaper in Japan. 
No longer: by 1988 Japanese workers were 
5% dearer than American ones. 
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Footnotes applicable to all tables. Ail figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 





pue COMMODITY PRICE INDE 
2E The world cócoa market has 
UNUS. been in surplus since 1984. 
production’ in the current crop year should be 
5.496 higher than last year, while grindings - 
will be up only 3.8%, giving a record surplus 
of 199,000 tonnes, according to Gill & 
Duffus. Closing stocks could also be at a 

record high of 896,000 tonnes by Septem- 

ber—equivalent to five months’ grindings. 

Cocoa prices more than halved in the four” 
years to 1988. Late last year prices picked 
up as the lvory Coast withheld supplies, but 
in 1989 prices have weakened. The ivory 
Coast is reported to have arranged two deals - 
with a French trading house, for a total of - 
525,000 tonnes. No one knows how much of 
that is for storage, how much for end-users. 
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à ermany. clung: to its WORLD BOURSES Tokyo fell by a fraction during the week, per Wall Street rose 1.496. Prices 
stas as the world's biggest exporter of | climbed by 4.1% in London and by 3.0% in Frankfurt as fears of another rise in interest rates 
goods in 1988—but only just. Its exports | faded. Paris, Amsterdam, Stockholm and Brussels also had a sparkling week. 

were worth $323 billion, barely ahead of | Stock price indices % Change on 

America's $322 billion-worth. America’s Mar 7 1988/89 Tone one reod — 3/28 — — 
_ Share jumped from 10.2% in 1987 to 11.3% high low week year high sin tocal —— in $ 

in 1988. This gain was partly the loss of | ————-——————————zu———á ECCE a ——— 
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MONEY AND INTEREST RATES West German banks raised their prime-lending rates by half a 
point. The 12-month rate of growth of Holland's broad-money supply quickened to 13.196 in 
December; its narrow-money supply grew by an unchanged 6.1%. 
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Other key rates in London 3-mth Treasury Bills 12.5%, 7-day interbank 12.7%, clearing banks’ 7-day notice 4.0%. Eurodollar 
rates (Libor): 3 mths 10.0%, 6 mths 10.2%. 
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1M2 ME Canada, France, Spain, Switzerland, USA, UK, W. Germany M3, Japan M2 plus CDs, Definitions of interest rates Fandeitanen. ANZ Be 
Sources: of Bilbao, Chase Manhattan, Banque de Commerce (Belgium), Nederlandse Credietbank, Credit ig igre Svenska Handelsban 
Credit Suisse First Boston, Wharton Econometrics. These rales are indicative only and cannot be construed as offers by these banks. - 


TRADE, EXCHANGE RATES AND RESERVES Japan's visible-trade surplus rose to $9.2 billion in January, up from $8.3 billion in December. In the 
Same period its cumulative 12-month trade surplus edged down to $94. 8 billion; its current-account surplus fell to $78.6 billion. West Germany's 12- 
. month current-account surplus rose to $51.5 billion in January; Canada’s current-account deficit grew to $9.2 billion in the fourth quarter of 1988. In 
trade-weighted terms the dollar rose 1.2% during the week; the yen lost 0.7%; the D-mark fell 0.4%. Sterling was unchanged. 
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[magne yourself surrounded by 15 acres of lush tropical gardens in 

the heart of the city. Imagine yourself experiencing standards of service 
and accommodation that have become legendary in the East. Imagine 
yourself at the Shangri-La Singapore. One of the best hotels in the world 


A ShangriLa hotel 





SINGAPORE 


A SHANCRI-LA INTERNATIONAL HOTEI 





IN SINGAPORE WHERE ELSE BUT THE SHANGRI-LA | 





SHANGRI-LA HOTEL, ORANGE GROVE ROAD, SINGAPORE 1025. TEL: 737 3644. FAX: 733 7220/733 1029. TLX: 21505 SHANGLA RS. 


SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 * HONG KONG (5) 810 7782 * KUALA LUMPUR (03) 230 6248 * SINGAPORE 235 1311 


SHANGRI-LA INTERNATIONAL HOTELS end RESORTS: CHINA + FIJI * HONG KONG * MALAYSIA + SINGAPORE * THAILAND 
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The new Minolta EP490Z gives you 
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When you're navigating the unsure waters of 
todays insurance market, you need stability. 

You need a provider backed by the resources 
of a worldwide organization. One with experi- 
ence fo match. 

As the Insurance Company of North America 
and through our AFIA operations, we accumu- 
lated nearly a century of experience in the 
insurance markets of the Pacific. And now that 
our Asian network has consolidated under 
CIGNA ownership and management, our capa- 
bilities are even more extensive. 

Of course, we've always offered a broad 
range of products and services. Our Property 
and Marine divisions lead the industry with 
market-sensitive products as well as an under- 
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writing capacity for the largest of risks. 

Our Commercial Casualty department offers 
all kinds of coverages, including hard-to-arrange 
product liability insurance on most types of 
exports to the United States. As for Accident and 
Health insurance, we have some very attractive 
programs, especially in the areas of direct mar- 
keting and employers’ voluntary group accident 
products through payroll deduction. 

We also specialize in tailoring global insurance 
programs for clients of all sizes and nationalities. 

Clearly, we're not just bigger. We're better. 
And you can learn how much as 


better we are by writing to the CIGNA 
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WE'LL TAKE YOU FURTHER, FASTER 
THAN YOU EVER IMAGINED. 








Imagine an aircraft so advanced that it will cut hours off 


normal travel times. An aircraft so revolutionary that 


it will change your idea of time, distance and comfort. 





Introducing SIA's MEGATOP 747. The largest, fastest 
long-haul aircraft in the world. The first of its type 
to serve Europe, Australia and Asia; the first passenger 
aircraft ever to fly nonstop between Singapore and 
London; the first stretched upper deck 747 capable of 
flying San Francisco to Hong Kong nonstop, or Honolulu 
to Singapore nonstop. And yet no matter how many 
hours our MEGATOP may save you, you will still have 
ample time to enjoy a standard of inflight service even 
other airlines talk about, in greater comfort and luxury. 
The MEGATOP 747 takes you further, faster, than 
you ever imagined; Expétience it from 9 April 1989. 


A great way to fly 
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Brazil's rain forest - 


Why destroying trees does not’ 
even help Brazil, page 79. 
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He kong’s s tuture 


thy and Mrs Thatcher’ s origi- 


al instinct about it was apt. 


protect the future of the intel- 
gent and hard-working people 
ho built this model modern in- 


slings have figured little in the 
alpolitik of handing them over 
| good working order to an au- 





for the personal freedom 
1 underpins i it. 

'erhaps Britain has more to 
n by placating China than un- 
pinnirig personal liberty in 
longkong, but it is an arguable 
ypothesis. Some believe that 
‘hina, like much of East Asia, is 
n the brink of a great renais- 
ince in which Hongkong, once 
corporated, will be the model. 
Others, more familiar with pre- 
vailing attitudes in Beijing, see 
Hongkong being stifled by an in- 
efficient, idiosyncratic, insensi- 
tive. and» perhaps corrupt bu- 


will give little protection. 
Hongkong 


in—I was astounded bes your 
ditorial urging the prime minis- 


ould she? Your lease is expiring; 
nd d a country that respects 
he rule of law, that should be 
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Britain. should. have done more | 


trial state with little but hu- - 
ian resources. Their wishes and. 


ority which, though coveting | 
conomic success, lacks sympa- _ 


reaucracy, against whose mis- ` 
management the new Basic Law : 


lan C. RODDIE i 


r to take a stronger stand. How - 


nough. Apparently colonialism | 


we4 dad Sq ene MAR ACAI Ra yvr rA T O4AR4 PAAA SPIA RAVA Abnur tarri y Tem, C jue fad) bed A PAZ A OX PARRA d end 


A Slacig and LS $ ca bo adeepted at f curent exihüng rate] 
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is not entirely dead. What is your 


| —"' feeling about Boston? 
— Your analysis of Hong: : 
g's predicament (February - 


Now it is time to deal with 
that other anachronism, Gib- 
raltar. 





lowa City, 
lowa E.S. MCCOLLISTER 
Sin—OF course Hongkong 


should be returned to China— 
to the Republic of China (Tai- 
wan), not the People’s 
of China. To turn Hongkong 
over to the communist Chinese 
is equivalent to surrendering 
West Berlin to East Germany. 

Johannesburg P.A. DIJKMAN 





Chunnel vision 


Sr-—-Your report on the Chan- 


nel tunnel high-speed rail link 
(February 25th) seems to assume 
that it is necessary. Why? The 
case simply hasn t been proved. 

For example, British Rail has 
not addressed the question, 
raised by. transport planners, 
that its main capacity problems 
will be with freight, not passen- 


ger trafhc—yet the proposed - 


link is aimed solely at handling 
continental expresses and high- 
speed commuter trains. Nor has 
BR answered the point that Lon- 
don-Paris journey times could be 
cut significantly without trains 
needing to cross Kent at 
130mph plus. | 

Surely the only way to get to 
the facts is to hold a public in- 
quiry. So why is BR—and the 


government—refusing to allow 


this? Who knows, it may even be 


e eehsosethes a etatote ste ettes eee pa ése bete tete sooo eot eseteseeeoo thee eoe teens 


| SUBSCRIPTION COUPON 


. The Economist Newspaper Limited 
2 Jurong Port Road, Singapore 2261, Republic of Singapore 
Registered in London 236383. Registered Office 25 5t James’ s Street BWIA IHG 
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hould be addressed to The Economist Newspaper Ltd., eea Office, 2 aids var Road. d ore i 


project 


s Republic ` 






Kent, would do just as we L 
Vaud, | 
Switzerland - 


Hi à s EN 1 


Demographic licence 


SiR—Your article on America's 
demographic and immigration 
trends (February 18th) high- 
lights a Census Bureau projec- 
tion as suggesting “that the 
American population may stop 
growing within the next 50 


years, and indeed may decline. 


slowly after 2038." : 

As any denora her knows, 
long-term demographic projec- 
tions are useful simulations, but 
they are not long-term forecasts 
or predictions. Indeed, the pro- 
jection you mention is only one 


of some 30 illustrative alterna- 


tives developed by the Census 


Bureau. This particular projec- 
tion incorporates the assump- 


tion that fertility rates will re- 
main absolutely constant at 
current levels for the next 90 
years—something that no one 
believes will happen. 

New York M.S. TEITELBAUM 


Bearded in Pakistan 


 Sr—Your report on Pakistan 
(February 4th) showed a bias 


against the Jamaat-e-lslami 
party. Bearded men are not 
found only in the Jamaat; nor, 
for that matter, are bearded men 
in general dreadful. 

. Jamaat is not an extremist 
organisation. It is not alone in 
caling for a "return to the 
golden age of Islamic morality”. 
That is a common demand in Pa- 
kistan, nay in the whole Muslim 
World. Our modus operandi is to 
pursue our goals legally and 


constitutionally. 
Lahore, Harz [DREES 
Pakistan Jamaat-e-Islami 


Nicaragua's plight 


Sin—Few readers of your slick - 


and callous little piece (February 
4th ) would guess that Nicara- 
gua's economic plight had any- 
thing to do with nine years of im- 

placable hostility on the part of 
he world's richest power, mani- 
fested by proxy wars and eco- 


nomic blockade, or with the dev- 
astation wrought by Cyclone 
Joan last October (with Ameri- 
cans refusing aid and trying to (LA divisi 


6 Published weekly: (except tor a combined issue the last "week i in December and the first week in January) by The. Economist Newspap ap 
j in geben. Return undeliverable mail to Times Printers Sdn, Bhd, Times Jurong, 2 Jurong Port Road, Singapore 2261. Sub 


“for? ‘democratisation”’, 


TREVOR Ruse = 
| » . freedom and lack of fear in Nica- 
 ragua and the pervasive terror. 
. and censorship i in the “fledgling 
. democraciés" on its borders. 


| Asean economies' growth prospects to 
| future role in the world economy and 


d esee + 


| The l 'conomist Intelligence Unit 
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virtually 
every observer has noted the 
contrast between the relative 


Nine | 
l New Zealand T PETER Hac. 
Ss eee 





Suat article about. tree- 
felling in the Philippines (Febru- 


ary 18th) says that "15m square 


miles” of the country were once 
covered by rain forests. As the 
Philippines’ total area is only 
slightly over 100,000 square. 
miles, were the islands covered 
by multiple layers of trees? 

New Haven, |. — 
Connecticut ROBERT Dujar 





Sir—Your article on the rain. 
forest in Thailand (January RR 
reported that the prime minister. 
had put the blame for the recent 
flooding on logging. Yet it is not. 
so much the cutting of the trees: 
that is the problem as the man- - 








ner in which they are removed. 


Logging may not only initíate 
erosion on. roads and trails, but 
may cause water to run off soil: 
compacted by heavy equipment. 
Absolutely protected forests . 


are necessary for maintenance of - 


biological diversity, recreation 
and tourism, and the world 
needs many more of these. But 
developing countries also need 
wood supply; hence the need to 
control. Dép techniques. 
Honolu Mh 
Hawaii . 









"Latest Special Report No. 1131 


| Asean in the 1990s 
Growing Together | 


How urgent is the need for. greater 
economic cooperation among Asean's 
six member states? This Report 
assesses the scope for closer economic 
cooperation within Asean, which is 
required to foster export led growth in 
today's increasingly competitive world 
trading environment. It forecasts the. 



























1993, analyses Asean's current and 


highlights. sectors where cooperation 
"within Asean is. aty to affect foreign 
investors. — 


Price including postage: UK & Europe £125; 
North America USH260; Rest af World £128. 






















AFF APPOINTMENTS 
acDonald Agricultural Services Ltd (MAS) is a member 
ompany of Mott MacDonald Group Ltd, a major firm of 
international consultants. MAS has an impressive record in 
agricultural and rural development, water resource development 
ànd environmental studies, with projects in more than 20 
. countries throughout the developing world. 


>F As part of the Firm's continued expansion, MAS wishes to 
] recruit additional staff to join its head office team based in 
Cambridge. Well qualified and highly motivated professionals 
with substantial experience in developing countries are required. 
Applications are invited from economists, agriculturalists and 
-specialists in related disciplines, aged between 30 and 50. Duties 
. vil include both technical consultancy and business 
“p> «evelopment, with considerable overseas travel. The 
remuneration package is negotiable. 


OPPORTUNITIES FOR 
OTHER CONSULTANTS 
MAS would also like to hear from freelance professional 
consultants not already registered with the Company who are 
seeking short or long-term appointments overseas in the 
agricultural, natural resources and environmental fields of work. 





Please apply, enclosing a curriculum vitae, to: 
Mrs Mary Bolton, MacDonald Agricultural Services Ltd, 
Demeter House, Station Road, Cambridge CB1 2RS, UK. 





UNIVERSITY OF NAI KATO 
. Hamilton, New Zealand _ 
AND PROFESSORIAL CHAIR 


The University of Waikato seeks a suitable person to fill the post of Dean of the 
Schoo! of Management Studies. This position is the senior academic and adminis- 
trative post within the School. The Dean is responsible to the Vice-Chancellor for 
the overall management of the School's resource and administrative functions. 
SP PECACIOD. are invited from persons who believe they can meet the requirements 
of the position. The University would also welcome suggestions concerning 


ss suitable persons who could be approached. 


|. "The School of Management Studies is the largest school within the University. The 
: departments within the School are Accounting and Finance; Economics, Manage- 
. ment an 

established at th 

.. academic staff including six professors. It currently offers a highly regarded four- 

year colt asta ha and graduate programmes leading to masters and 

| doctoral degrees. in addition, it offers a number of management development 

|^. programmes. in recent years the School has experienced significant growth and 

. continues to grow. The successful appointee will have to provide leadership in new 

developments in research, scholarship, graduate education and community in- 

volvement. The successful candidate should have proven leadership experience 

either within a university or in a senior managerial position. Candidates will need 

to demonstrate an ability to develop relations with parties outside the University 
and an appreciation of the importance of research and scholarship. 


JO. The Deanship is a key position and the. University expects to make a senior 

 . Appointment. The salary range for professors in New Zealand is currently 
` N2$76,000-N2$95,000 per annum. A special allowance is que to Deans and a 
[ suitable package, including future a rangestenss tor paid. study leave, will be 
F. negotiated with the successful candidate. The appointment to the Deanship will 

" be for three years in the first instance and for a further three years at the option of 
the University. Extensions beyond this period may be negotiated between the 
successful appointee and the University. In addition the position carries with it the 
]  titleand rank of professor which will be a continuing appointment to a chair in one 

. -Of the subjects taught within the School of Management Studies. 


^ a . Enquiries about the professional and academic responsibilities of the position may 
1. be made directly to the Vice-Chancellor of the University, Dr W. G. Malcolm. 


Further information is available from Appointments (36071), Association of 
Commonwealth Universities, 36 Gordon Square, London WC1H OPF, UK, or from 
the Academic Staff Registrar, University of Waikato, Private Bag, Mamilton, New 
me Fax 064 71 60135. Applications close on 14 April 1989. The reference is 








further department of Me Science and Systems which will be 
t the beginning of 1990. The School has an establishment of 65 



























y ; University welcomes applications from suitable people of any race, creed or 
arital status. b 


ST MARCH 18 1989 





MACDONALD AGRICULTURAL SERVICES LTD 








CORPORATE STRATEGY 
CONSULTING 


Experienced Consultant 


Pappas Carter Evans & Koop is Australia's leading corporate: 
strategy consulting firm. We assist the top managers and boards o 
major companies to formulate and execute strategies aimed a 
gaining, exploiting and defending the competitive high ground. 


We are seeking a senior consultant of outstanding ability to 
manage strategy projects from our Sydney office. 


It is a requirement that the applicant has previous experience with 

a leading strategy consulting firm in Europe or North America 
Ideally, he/she is aged 30-36 with superior qualifications and som 
prior work experience. He/she has a proven track record o 
achievement along with the intellect, energy and interpersonal 
skills to succeed in a vigorous firm. ; 


Internally the firm combines a highly professional performance 
orientation with an informal and non-hierarchical atmosphere 
The senior consultant will be given high levels of individu: 
responsibility. Remuneration packages reflect the extremely chal 
lenging nature of the work and are designed to attract the bes 
people. 7 
If you fit our requirements, please write and include a résumé of 
qualifications and experience to Tom Girgensohn, Directorat | 
Level 52 MLC Centre Martin Place 
.. SYDNEY NSW 2000 
€—— 



























PAPPAS CARTER EVANS & KOOP 
Melbourne Sydney Auckland London 





VICE-PRESIDENT 
RESOURCES FOR THE FUTURE 
Resources for the Future (RFF), an independent, nonprofit re- 
search institute that pursues and disseminates basic and public 
policy social scientific research about natural resources and the 
environment, seeks a vice-president. The vice-president is one of 
three officers at RFF, a 100-member organisation whose principal 
discipline is economics. E 
The vice-president, who serves as the president's principal deputy; 
will have primary responsibility for (1) providing leadership in 
shaping RFF’s research program and developing new research 
topics; (2) overseeing all RFF publications; (3) advising the - 
president on research staff appointments and advancements; and (4): 

guiding RFF's relations with the academic community. RFF is 

currently devoting significant resources to new initiatives in each of 

these areas. : s 
Candidates should have outstanding records of research, ideally ir 
economics but with strength in interdisciplinary work. Demonstra 
ed interest and skill in making scholarly research available to the 
policy community are essential. Candidates’ administrative abilty to 
represent RFF to funding and other outside organisations will also 
be considered. Experience in universities, or at research institutes 
similar to RFF, is desirable. E 


While the position is available in mid-1989, its starting date is 
negotiable. Salary and benefits are commensurate with qualifica-. 
tions and experience. ` 

Applicants should send a letter and résumé by 15 May to Robert 
W. Fri, President, Resources for the Future, Box 600, 1616 P 
Street, NW, Washington, DC 20036. Nominations, accompanied 
by a résumé of the nominee, are welcome. es 
Resources for the Future is an equal opportunity employer. 

Women and minority candidates are encouraged to apply. —— 









































| Botswana - Africa 


ief Executive 


o Applications are invited for the post of Chief Executive of 

the only licensed credit organisation in Botswana, in terms 

of the Financial Institutions Act. The company is wholly- 

owned by two parastatal bodies but operates independently 

in the private sector. It has no connection whatsoever with 
‘any foreign funding agency, nor is it linked to any 

- commercial bank, but it is highly successful. 


Operations 


| The services offered are wide ranging and often tailored to 
suit. special client needs and include; property bonds, 
equipment - leasing, consumer hire-purchase, factoring and 
invoice discounting, floor plans and funding. 





The company is licensed to accept deposits from the public. 
Ideally you should not be less than 45 years of age, have had 
a background as a career banker with a strong track record in 
at least two of the activities in which the company is 
engaged. | 

While being professionally qualified, the Chief Executive 
must have the breadth of vision to ensure the company 
keeps in line with Botswana's expanding economy and with 
the aims of the Government Development Plan. You should 
be a leader in your field and have the ability to lead the 
mainly citizen staff into new and unfamiliar areas of credit. 

- A good university degree in either finance or commerce with 
at least ten years’ experience in a top management position 
in a credit organisation is required. Preferably you should 
have the professional qualification of A.C.LB. or equivalent 
in order to provide the scope of knowledge this position 
demands. | zm 2 

You should be available at the very latest by 31st May to 

. allow for a reasonable take-over period. 


An attractive package which is negotiable consists of: 
* basic salary in line with Public Services scales 


— *inducement allowance payable locally 


* gratuity (calculated at 2596 of the combined basic salary 
and inducement allowance) 

* subsidised housing 

*carallowance — i 

* educational allowance for children under 18 years of age 
* air fares for student children 

* settling-in and repatriation expenses. 

Local taxation has just been reduced and the Exchange 
Control Regulations are very generous. 


Please send a full C.V. together with certified copies of 


| academic certificates and references to the address below no 
. later than 27th April. Mrs Tracy Millwood, Overseas 


Recruitment Officer, 


Crown Agents | 


- The Crown Agents for Oversea Governments 
— & Administrations, Overseas Recruitment Diviston, 
St. Nicholas House, St. Nicholas Road, 
Sutton; Surrey SM11EL. — — 








Prospects exist to.considerably broaden practical corporate | 
banking experience and for further promotion in 36 months. 


FINANCE B. 


Barclays Bank is expanding its export finance | 
activities in the UK and throughout Europe. To join 
its Export & Projects Department in the City of 
‘inance Managers are 















London, up to three Export 
now sought. NT AN 
Applicants should be able ro demonstrate a successful 
track record in arranging ECGD or other export credit 
loans and a thorough familiarity with. these. schemes. 
One of these posts will concentrate particularly on joint 
venture financing. We.are seeking creative and confident 
individuals, who will enjoy considerable freedom to 
develop business in a competitive. international 
marketplace. Fluency in one or more major European | 
foreign languages will be an advantage. An attractive - 
package is negotiable including house mortgage facility, - 
car, non-contributory pension scheme, assistance with 
relocation expenses if necessary. oo. rt PRE 
For further details, please write with full 
telephone: B | a 
DAVID CARPENTER 
ON 01-4890969. 
BARCLAYS BANK PLC, 
EXPORT & PROJECTS 
DEPARTMENT, .. 
FLEETWAY HOUSE, — 
25 FARRINGDON STREET, 
LONDON EC4A 4LT. 
















Consulta 


Hunting Technical Services Limited is a leading interna- 
tional consulting company involved in agricultural and 
natural resource development throug e world. Due 
to an expanding work load following the award of several 
long term contracts, additional personnel, with a minimum 
of four years relevant overseas experience, are required in 
the following disciplines. ^| — ^. | 


* Agriculture (Research, Credit and Training) 
x Livestock/Range Management 
-* Rural institutions — 
* Agricultural Economics 
* On-Farm Water Management - 











ein business to that of the personal coach in the sq orting. 
musical and other professions. | | 













Our one-to-one tutorials are designed. to enable executives to manage their personal - 
development, improve their effectiveness and turn setbacks into opportunities, wi 
a constructive and confidential environment. 














ogrammes is on clarifying personal ke atte — 
i inplementa pest whe a | 








GHN programme to match your needs, and increase both personal and 
managerial satisfaction, whatever your responsibilities or future goals. 













'he con fidential process begins with an exploratory meeting. - 


lanover Square. 


CONSULTANTS 
















Consultants in 


Management and — 
SMALL HOLDER DEVELOPMENT PROJECT 
CENTRAL PROVINCE—ZAMBIA 


AMEX Consultancy Ltd have been invited to propose a team for this 
. important EDF funded five year project and wish to consider 
additional candidates for the following positions: EN 

* TEAM LEADER with management experience in project 
co-ordination, agricultural extension, co-operative services and 
development planning. Should have Masters degree in Agricul- 
tural Sciences. Eight years experience preferably as Team 
Leader in similar projects in Africa. 5; years commencing July 









































* M&E EXPERT with degree in Agricultural Economics and at 
. least four years. experience, preferably in Africa. Five years 
-commencing January 1990. : | 
co INPUTS, MARKETING & CREDIT SPECIALIST with at least three 
/ years operating a successful smallholder credit system in Africa 
and a diploma in credit, co-operative management, agricultur- 
al economics. Five years commencing January 1990. 

* EXTENSION & ANIMAL POWER SPECIALIST with five years 
experience running agricultural extension services preferably 
in Africa and diploma in Agriculture. 4) years commencing July 
1989. 

* CIVIL ENGINEER with a degree and five years experience 
overseas implementing substantial rural civil works programme 
including supervision of contractors/consulting engineer. Three 
years commencing July 1989. 


Send full CVs, with salary history and references to: AMEX 


| Consultancy Ltd, 9 Green Lane, Buxton, Derbyshire SK17 SDP. Fax: 
-44-72082. Telex: 669992 (AMCON G). 




























































Agricultural Development | 


VICE-CHAD 


AND WARDE 


The University is to appoint a new Vice- 
Chancellor and Warden to take up office in 
1990 in succession to Professor E G.T. Holliday. 
Persons interested in this appointment or 
wishing to put forward nominations are invited * 
to write in confidence before 15 April 1989 to 
the Chairman of the University Council, 
Dr. D. J. Grant, c/o The Registrars Department, 
Old Shire Hall, Old Elvet, Durham, DHI 3RL. 
Information about the University 
and further particulars of the post may be 
obtained from the Registrar and Secretary, 
Mr.]. C. E Hayward, at the above address. 











DEVELOPMENT OFFICER 


^: . MWMtis a rapidly expanding international organization engaged in research, training, 
-and information exchange on irrigation management in developing countries. IMI s 
"mission is to strengthen national efforts in developing countries to improve and sustain 
the performance of irrigation systems through development and dissemination of 
_ management innovations. (IMI's headquarters are in Sri Lanka; currently, the institute has 
hine offices in Asia and Africa. s 
e {EMI is seeking a Project Development Officer to assist in the detailed preparation and 
formulation of research, training, and information projects that are Tragen undertaken 
in collaboration with irrigation agencies and other organizations in IMPs host countries, 
The Project Development Officer will report directly to the Director Genera! but will work 
closely with UMI's Directors and international program staff in project planning, proposal 
writing, budget preparation, drafting of donor agreements, and provision of all other 
logistical assistance needed to develop a project from inception to approval. The 
incumbent will also be responsible for develaping and maintaining a management 
information ba ba for monitoring ey once they are implemented. The post is based 
at HMI's headquarters in Sri Lanka but will require extensive travel. 

Qualifications include a university degree, preferably at the master's level, in 
management, public administration, economics, engineering, or related fields; prior 
experience in project development and formulation; proven ability to interact effectively 
with multidisciplinary, multicultural colleagues as well as with senior officials of 
international and gel iic organizations, experience with database management; 

and excellent oral and written communication skills in English. Background and 
experience in irrigation management are not required; however, a general understanding 
of research and development processes and a strong interest in agricultural development 
would be an advantage. Familiarity with donor organizations would be particularly useful. 
Salary and benefits are commensurate with internationally recruited positions in other 
international research and development institutes. 
Qualified applicants are invited to submit a detailed resume and names and addresses 
of three professional references no later than 15 May 1989 to: 
The Director General — 
international Recruitment (Ref: 301 E) 
^ international Irrigation Management Institute 
Digana Village via Kandy 
. . Srilanka — 
HM! is an affirmative action "ome and does not discriminate according to nationality, 
ethnically, sex, or religian. v 





T IMI International irrigation Management Institute 



















































































































A UNIQUE OPPORTUNITY 
.FOR ASPIRING 
BUSINESS LEADERS 
The R.W. Wright Studentship Scheme provides, for 
one student each year, two years training in busin 
management, consisting of a six-month period at Churchill 
College, Cambridge, integrated with a carefully planned 
programme of ‘hands-on’ experience in commerce and 
industry. | | 
Established by RTZ in 1986 to acknowledge former 
deputy chairman Roy Wright’s contribution tothe company, 
the Scheme is open to young entrepreneurial men and 
women aged between 22 and30 with drive, ambition, a desire 
to contribute to British industry anda record of some success 
in business already. a | 





Applicants or those who require further information 
to pass to potential applicants should write to: The 
Administrator, The R.W. Wright Studentship Scheme, RTZ, 
6 St. James’s Square, London SW1Y 4ALD.The pr- 
application list will close at the end of April, RI Z 
1989. | FAS 
THE R. W. WRI 























ce d a TM oft Us $ Dollars 122 rhilliori: in various currencies, fror 
rand D Development (The World Bank), IBRD, to meet the cost oft 
in former Kaduna State comprising the newly: created Katsina State ar 
ly part of the proceeds of this loan to eligible payments under the con 
reeder Roads in. i Maigaha. and Samaru Zones of. the Kaduna State: 


era Goana of Nigeria has recei 
ional Bank for Reconstruc 

| Development Projects, 
| sath State, ana ee 





































2. see tag Agricultural 
source countries of the World Baris i 


Furnishing the r ecessai í 

of rdi of Rural Feede 
belowrs 43-1 7 o E En EE 
Category p 100km oÍR Pur F seder Roads à in 1 Maigana oie: 
Category 2: 100km of Rura : 


der Roads in Maigana Zone. 
Category 3: 100km of Rural Feeder Roads in Samaru Zone. 


Category 4: 100km of Rural Feeder Roads i in Samaru Zone. 
Notes: 


(a) Roads consist of several stretches of. varying lengths within the bou ndaries of Maigana and S ama aru * 
Zones. 

(b) The actual quantities of cadi ae this bid may differ from the figures given above. ME 

(c) Eligible bidders may quote for either Categories 1, 2, 3 or 4. It should be noted, however, that the 2t 
construction of roads under Categories 1, 2, 3 and 4 are to be carried out simultaneously. | 


3. Bid documents are being prepared in accordance with guidelines for: procurement. issued. by the 7 | 
International Bank for Reconstruction and. Development. Interested parties wishing to participate in the =- 
. bidding may apply for pre-qualification to the following (with the information asked for in paragraph: a 
l. The Programme Manager, | 22 
Kaduna State Agricultural Development Project 
11 Race Course Road, — 
Opposite Murtala NE. 
 PR.MJB.2269, —— 
= Kaduna. 
2 Telephone: 214431. i; Telex: 2 622. 
“The Programme M anager, - m Lua T 
iduna State Agricultural Mobi Project, 
c/o AGROMAN/ADPLA, 
34 New Cavendish Street, 
London W1. . 


4, The applications for pre- uali EA shal | contain the lowing information: 
| (i) Brief history of the company. 

(ii) Work experience in similar project. | LE us 
(Comprehensive list of projects already completed in chronological order including their locations, — 
value, name of client and year completed). A 

(iii) Equipment and materials, available with the company. 
(iv) Financial capability. | 
(Statement of accounts with auditors' reports etc). 

(v) Personnel | 

(List of key staff and their curriculum vitae). 
(vi) References. 
(vii) Any other relevant information. 


elopment Piüjéct intends to invite seed bids from el ligible bidders, from. 
or the following work: ^ o 


it, materials, equipment and services for the. construction ane d completior 
th laterite ednaciag in Maigana and Samaru Zones of KADP as state 





us 
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Unlike many rival communications systems 
specialists we could name, Alcatel does not cater 
for an individual country as its home market. Rather 
the entire globe is treated as one. 

Witness the fact that Research is conducted 
in eight separate countries, manufacturing takes 
place in twenty-one, and servicing is undertaken 
in no less than one hundred and ten. 


Servicing that is carried out by local Alcatel 
professionals who understand local needs and 
requirements. 

Given this radically different approach, widely 
disparate national standards and specifications 
pose few problems. 

Undoubtedly this benefit is further enhanced 
by the flexible and open-minded stance taken in 
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every arena in which Alcatel operates. Be it Public 
Network Systems, Transmission, Business Systems, 
Cables or Network Engineering and Installation. 

It's an attitude that other companies would do 
well to follow. 

For only then could they have the same view 
of the communications systems market as Alcatel; 
namely, a global one. 
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ALCATEL 


Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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biggest opportunities 


The UK's biggest new urban development project offers the Hartlepool — provision of residential, leisure and business 
biggest opportunities to investors, deve opers and new industry. amenities and ngos ate 2C depu se at init Ha 
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ligh quality factory units and greenfield sites now available. 
| Overa mi ion square feet of prestige industrial and commercial 
premises under construction or being planned. Specia ised 


accommodation o on viechinol ogy and business diis Participation 








"flagship initiatives: css Weir : -a 1 £200M reveno a of 250 ment orina. Tees House, Riverside Park, Mi 
acres as a high quality office, home, retail and leisure mix. Cleveland T52 IRE. Tel 0642 230636. FAX 0642 2 
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IOME time soon the world may see the tele- - 
vised spectacle of Mr Yasuhiro Nakasone, 
apan's former prime minister, being arrested 
. and whisked off for interrogation in a Tokyo 
> jail. The Recruit scandal has already done this 
. to a dozen of Japan's rich and mighty, includ- 
ing the former chairman of Nippon Tele- 
graph and Telephone, the world's biggest 
"7mpany. If a Nakasone arrest comes to pass, 
e government of his successor, Mr Noboru 
Takeshita, is likely to fall, and an early elec- 

tion may well follow. 

What too few people have yet realised—including alarm- 
ingly few at the top of the ruling Liberal Democratic party—is 
that, even if Mr Nakasone escapes arrest, the party that has 
ruled Japan almost uninterruptedly since the second world 
war is in serious trouble. The Liberal Democrats boast a 
record that few parties anywhere can match. They brought a 
failed aggressor into the western fold, built a democratic soci- 
ety with a full measure of civil liberties, and oversaw history's 
greatest and swiftest rise out of poverty into wealth. But the 
Liberal Democrats have failed to give Japan a political system 
as modern as its economy. Japan suffers from the crippling 
weaknesses of a one-party state. Both for its own sake and for 
that of a world which increasingly depends on it, Japan needs 
to find some way to escape them. | 

That is not how Mr Takeshita and his senior colleagues 
see it. True, they are not happy to be watching their cabinet's 
^nproval rating in the opinion polls fall to 20% (or, according 
. one poll last weekend, to only 13%). But they think, mis- 
takenly, that they can ride out the storm. 

They think this because the Recruit scandal, though wide- 

ranging, is not an exceptionally sordid one by Japanese stan- 
dards. The Tokyo prosecutor is alleging that in some cases the 
. cheap shares that Recruit handed out to high government 
-officials and businessmen were criminal bribes. In many more 
_ Cases they were simply one donation among the many that 
. Japanese politicians accept from companies every year, as part 
- of the lubrication of their political system. 
=e Yet the scandal has blown up into Japan's most serious 
nce 1945. One reason is that Mr Takeshita, to his credit, has 
_ brought in some hard measures long overdue. He has an- 
~ noyed farmers, mostly Liberal Democratic voters, by starting 
:to prise open Japan's markets for beef and citrus fruit. He has 
 antagonised almost everyone by forcing through a fiscally 
...sound but deeply disliked consumption tax that takes effect 
on April 1st. Many Japanese were already angry at the ruling 
ty. Then Recruit came along to make them angrier. 
The Liberal Democrats are also being punished for the 
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bewildering changes that have swept thro 
Japanese society in the 1980s. Japan 
opened itself up remarkably to the outsi 
world: first in a limited way under 
Nakasone's internationalist-minded p 
ding, then in a flood because of the high 
Resistance to this change is setting in. It 
gained force because the people who ougl 
be replacing the ruling party's 
supporters—prosperous urban consumi 
who can see what free markets could do 
. them—are cross about the rocketing valu 
assets like land and equities. While they were sweating to sa 
for a house or to find the right stock for their savings, Uu 
popped the politicians bearing a consumption tax for ther 
while trousering a nice capital gain courtesy of Recruit. 
































No more favours, please e$ de 
Even this might have been manageable if Japan's system o 
money-politics still bore some relation to the country's needs 
It does not. The Liberal Democratic party is a collection. 
factions (five at present) whose role is not to present differe 
views about policy but rather to provide different paths o 
personal advancement to faction members. : 

And to constituents. Helping out voters is a familiar par: 
of every democracy, but many Japanese see it as almost a poli 
tician's only job. Japanese candidates not only spend large 
sums campaigning for office. Once elected they provide a free 
lunch for the guests when they give a speech, bring handsom 
presents to the many weddings and funerals they attend, ai 
support an office staff of 15 on a government budget for two. 
The most junior politicians need to raise $1m in a non-ele 
tion year; by one guess, faction leaders need ten times th: 
Multiply everything by three if there is an election to fight. 

Reforms are needed to make Japanese politics less of 
market for exchanging favours and more of a mechanism 
discovering and shaping the policies voters prefer. 7 
change most required is to get rid of the present electoral 
tem, based on three to five members per constituency, w 
forces money-intensive campaigns between different t 
party factions. Single-member constituencies would. red 
the need for campaign money (it takes less to beat an oppo: 
tion candidate than to beat a fellow party member); and 
portional representation would give opposition parties mo 
of a chance. Another change could correct the imbalance b 
tween rural constituencies and urban ones. "E 

How can such ideas become reality? In a full-fledged d 
mocracy a party that loses its way generally surrenders to 
opposition. In Japan the opposition—from the dreamy S 












































! ll lose d hot oliin in Mou next E But i uei 
is one of them puts it, is how they will lose: will it be in a way 
hat unshackles the party from the past, or ties it to it? 

. On the bright side, the ruling party has plenty of relative 
urigsters in their 40s and 50s who understand that Japan is 





udget seemed like an accountant’s dream: plenty of tidy- 
zup, and talk of stupefying things like "a major consulta- 
e document on the taxation of life assurance." Look 
xsely, however, and it was a budget of layers, each politically 


cites at the time will seem less clever six months later. By 
hat test, Tuesday's 66 minutes' worth will wear well. 

"The dullness was of the vital macroeconomic sort. With 
riflation at 71296 and set to go higher, the pound in a Briton’s 
pocket is now halving in value every ten years. For any gov- 
rnment, that is a warning; for a Thatcher government, it is 
in indictment. Hammering inflation was what this budget 
had to do. Mr Lawson rightly said that "interest rates will stay 
. as high as is needed for as long as is needed" to do the job. He 
- stressed that sterling would not be allowed to fall, which was 
ilso right (and gives global investors a one-way bet on a ster- 
ing bank deposit). 

~ More was needed, though: the chancellor had to say and 
do’ the right fiscal things. Since he has been claiming that 
fiscal policy has no part in managing the growth of nominal 
| and, his message was blurred. He wants a balanced bud- 
etas “the norm”, which is fine; and it was good to hear him 
y that repaying the national debt just for the sake of it is not 
olicy goal. But because he was loth to say that a large bud- 
et surplus is needed to help fight inflation, he ended up hav- 
ng to praise his prudence in paying off some national debt. 

— 1f what he said about fiscal policy lacked the force of co- 
herence, what he did was neatly judged. This newspaper ar- 
ued a week ago that Mr Lawson should make no net tax cuts, 
he better to convince the City of his anti-inflationary zeal. 
He opted instead for net cuts of £1.9 billion in 1989-90, 
which was at the low end of market expectations. So the 
City’s first reaction was to push up sterling and take the pres- 
ure off interest rates. Had the chancellor gone for £3 billion 
or so of net cuts, he would have faced the opposite and famil- 
ar combination—weakening pound, rising rates. 

^ That unwelcome duo may still return. If so, a soft landing 
will be much harder to achieve. For now, though, Mr Lawson 
eems to be on course for a landing that, while not bump- 
proof, will look quite elegant by Christmas. He is expecting 
)P growth to slow from last year's 412% to 21296 in 1989, 
d growth in domestic demand from 612% to 21596. He 
inks this will cool inflation down to 514% by the end of the 


de ving ina 


^ most deceptive budget 


à Britain’ 's latest budget was greeted asa bore. That was parto ofi its cleverness 


NEEDED to be dull, and much ofi it was. Nigel lauson 7 


nificant. It is a fair rule of British budgetry that whatever | 


Tory in their voting habits. < 





ew new politics. Less bright 
is the fact that the old politics pro ides no easy way of getting 
rid of the elderly to make way for the young. The best hope - 
for Japan—and for those who have a stake in its success, 
which means almost everyone—is that the Recruit scandal 
will knock out two generations of Liberal Democratic leaders 
ie put today's unknowns in charge. 














yeat, iud 41h36 by April-June 1990. It is diens odd that he - 
sees no fall in the external current-account deficit. A govern- 
ment that had really wrought a supply-side miracle would be 
claiming that the slower growth in domestic demand wou’ ' 
be met largely by domestic producers. But all these figui - 


need to be handled with care, since the quality of British sta-- 


tistics is even worse than the chancellor' s own REOR 
that they leave "much to be desired." 

So, some thought, did Mr Lawson's Salica judgment, as " 
he lost most of his audience with complicated talk about “the _ 
long-standing tax treatment of foreign-exchange gains and . 
losses." Budgets are usually eye-catchingly aimed at the major- 
ity of voters who are in full-time work and paying taxes. This 
one was not, at least not directly. Mr Lawson made his pitch 
for the old, by abolishing the rule that reduces their state pen- 
sions if they earn more than £75 a week from a job. He did 
something for part-time workers, by reducing the distortions i 
in the national-insurance scheme that produce penal mar- 
ginal rates of tax over a range of low incomes. He even helped 
tomorrow's voters, since cutting the national debt will reduce 
the interest burden for future taxpayers. 

For the majority, though, he had little to offer. He did not 
raise duties on alcohol and tobacco—a blatant tinkering with 
the retail price index that, had it been done by a Labour ch: ^ 
cellor, Mr Lawson would have been the first to condemn; a 
it contradicts the Tories’ oft-proclaimed desire to shift from 
direct to indirect taxes. He tightened the tax rules on com- 
pany cars enough to cause some fluttering in the golf clubs, 
but not enough to eradicate this most British (and inefficient) 
of perks. He raised income-tax thresholds just enough to off- 
set past inflation, but left tax rates unchanged. He did not 
even mention last year's ambition that the standard rate of 
tax would eventually fall to 20%. | 


That old Blaby magic | | 
So where was the political d The answer is: in the long 
term. Mr Lawson has got this week's headlines for the old, the 
part-timers and (by making unleaded petrol more attractive) 


the greens. For the rest, he is banking on macroeconomic pru- 


dence to bring inflation and interest rates down sharply over 
the next year. Home-buyers will benefit more from a one- 
point fall in mortgage rates than from a one-point cut in in- 
come tax. And home-buyers Rupe t to be disproportionately 














| eholders. 5o Mr Lawson has fat- 
ntives to buy shares, especially new issues— 
de the mammoth privatisations of water and elec- 
s also taken a swipe at the power of some City 
ns, not least by putting a ceiling on company pen- 
at qualify for tax relief. And he has left room to slash 
in the budgets of 1990 and 1991—with plausible prom- 
of further cuts if the Tories win the next election. — 

he apparent bittiness of the budget therefore turns out 
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to be a systematic attempt to expand th X 
Britain of the 1990s will have more people wo 
right through to the grave. They will buy shares 

selves, provide for their own pensions. They will be re 

incentive, and increasingly by conviction. All this with: 
of inflation that will conveniently start falling in the daw 
the second Thatcher decade. For Tories, this is hardly a be 
ing prospect. Not for the first time, the member of Parliame 
for Blaby has done them proud. | DA 






































nother fatal shore 





JP Vietnam may yet find that it is in possession of 
"under-exploited source of wealth: its boat people. 
. tered around South-East Asia are thousands of refugees 
_ who, having survived pirates, rammings and the age-old perils 
_ of the sea, have managed to make land. Terra firma, however, 
has not brought them freedom. Many live in camps little bet- 
ter than prisons, while their reluctant hosts wonder what to 
- do with them. The latest idea, promoted by the British colony 
- of Hongkong, is to send them home, forcibly if need be. | 
. It is not clear that Vietnam wants them. But suppose they 
came with a sweetener? Vietnam is desperate for aid. What 
- about cash on the nail? Let's see, now. Some 50,000 people 
` arë thought to have left Vietnam over the past 12 months. If 
. Vietnam were given a reward of $5,000 a person for taking 
- back its deserters, that would mean a useful $250m. 

. Incredible though it may seem, this thinking is going on in 
South-East Asia. “Enforced repatriation” was discussed ten 
days ago at a conference in Kuala Lumpur devoted to the refu- 
gees (see page 25). Vietnam is officially opposed, but not so 
strongly aš to rule it out. In Hanoi an official has said that, 
"speaking personally", he believes Vietnam would take back 


+! its emigrants, if it were suitably recompensed. 


... Hongkong is already involved in this human brokerage. It 
has just. sent 75 boat people to Vietnam after they “volun- 
teered" to return. Vietnam has received no money directly 
for the 75 volunteers, but Hongkong has given $130m to the 
UN High Commissioner for Refugees to help pay for the reset- 
-tling of the volunteers. No doubt some of this money will find 
dts way into the Vietnamese purse. 
























Y 7 HEN Mr James Baker was running America's Trea- 
y sury, he wanted banks to pump out yet more money to 
third world's biggest debtors. The banks told him—po- 

of course—what he could do with his plan. Now his 


n is no place for boat people who do not want to go there 


to Hongkong’s demand for mandatory repatriation. 
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up with events: "voluntary debt reduction” (don't call it for 
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With the aid of videos explaining the charms of ret 
to the country they risked all to flee, Hongkong is s 
other volunteers. Some refugees are so alarmed that they 
asked for their boats back so as to sail farther from Viet 
But those who neither volunteer nor return to the sea t 
face the prospect of being sent back forcibly, if Britain agre: 



















To Europe, then | 
Hongkong does have a cause for worry: it is a haven not jt 
for people fleeing political persecution, but also for those sir 
ply seeking a better life. Out of the 26,000 Vietnamese in th 
colony, some 10,000 are unlikely to qualify as political ref 
gees; and as "economic migrants" they are not eligible to go 
on the waiting-list for resettlement elsewhere. Hongkong 
not accommodate them all, even if they wanted to stay, w 
most of them do not. we By. A 

Britain and other EEC countries could well take in man 
more. The embarrassment for Britain is that it does not wan 
to admit even the citizens of its own colony, already nervous 
about the 1997 handover to China, let alone any Vietnames 
The Chinese have said that they want.to inherit no boat pec 
ple at all. Britain's keenness to placate China on this poir 
seems to be one of the elements impelling the policy of er 
forced resettlement. pO 

Fears about the future of human rights in Hongkong hav 
been heightened by China's recent behaviour in Tibet. Sel 
ing out the boat people will not strengthen Britain's beques 
to its last Asian colony. It will disgrace it. Zo 
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successor, Mr Nicholas Brady, is urging them to off-load so: 
of their debt ——at a cost —and leave the debtors with less int 
est to pay. Welcome as this is, the Brady plan is only catchi 




















































veness, please) i phrase on ev 
he past two years it has lopped at least $24 
orld debt. Where Mr Brady has broken new pound how- 
er, is that he wants to use the resources of the IMF and the 
orld Bank to help accelerate that debt relief. 

The idea is that, as part of their policy-based lending to 
debtor countries, the Fund and the Bank could provide guar- 
tees on "exit bonds", issued by a debtor. Banks could ex- 
:hange their loans for these, at a significant discount, and 
thus avoid having to lend the debtor still more cash. Or the 
agencies could help replenish national reserves depleted by 
ying back debt at a market discount (and thus, effectively, 
paying it on the cheap). By these and similar means, the pair 
could offer direct help to the debt-weary along the lines re- 
cently advocated in The Economist—although the Brady 
ideas fall short of suggesting that banks should accept an 
automatic capitalisation of interest payments above an agreed 
share of a debtor's export earnings. 


lore questions than answers 


ensible though they are, Mr Brady's proposals are short on 
ecifics. Japan, chuffed by the similarity of some of his ideas 
its Miyazawa plan last year, has offered large sums of money 
j help implement them. But questions need answering be- 
fore the Brady ideas can be taken seriously. 

< What are the total financing needs of the main debtors? 
How much can debt reduction contribute? Mr Brady expects 
repatriation of flight capital to play a part; but that occurs, if 
at all, only at the end of an economy’ s recuperation, not dur- 
ing it. He also blithely says: “Of course, banks will remain 
interested in providing new money.” Of course? If banks en- 
courage countries to buy back debt or if they sell or convert 


arve-U D In Pol and 








Jt EN Marx's irresistible force, the working class, col- 

i lided with Lenin's immovable object, the communist 
arty, in Poland in 1980, there was a fleeting hope that Soli- 
darity would be the first to force a ruling communist party to 
accept real limits on its Lenin-given right to rule. A valiant 
attempt, but it ended in tears. Lately some other communist 
parties have started, tentatively, to share their powers (see 
page 58). Now, after trying first to ban Solidarity, then to 
coax it into sharing responsibility without power, Poland's 
communists have been forced to give ground too. 

"The compromise sketched out with the opposition last 
week still leaves the party officially in charge. The party will 
control two-thirds of the seats in a new lower house of parlia- 
ment. Although there will be an open election for a new sen- 
ate, the lower house will still have the clout. And perched on 
top of the new edifice will be a president, who is likely to be 
‘the man who banned Solidarity, General Wojciech Jaruzelski. 
Yet the significant thing about this new division of power is 
the party's belated admission that it it cannot have it all. Even 
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owersharing brings problems for the opposition as well as for the communists 


no mood to hand over nev oney—even gane to d. so = 
might be in their long-term interests. - 

It is good that the Americans have at last admitted that 
the Baker plan failed, but why make such a disorderly retreat? 
Mr Brady foolishly rushed out his solution to America's thrift 
crisis only to have it shot down by President Bush. Could this 
happen again? Some say that Mr Bush's interest begins and 
ends with Mexico—though recent riots in Venezuela over 
IMF-inspired austerity could have stretched his concern. To 
put debt relief into perspective, about half of Mexico's debt 
would have to be cancelled entirely to provide, through inter- 
est-rate relief, the sort of money it is looking for—$4 billion-5 - 
billion annually for the next five years. 

Meanwhile the uncertainty about details risks throwing 
debt negotiations into confusion. Some bankers predict 
1930s-type moratoriums. Others dislike the thought of tam- - 
pering with the legality of loan agreements. The multilateral - 
agencies see problems in rewarding ineptitude—whether in 
running countries or in managing banks. But such dour 
should not be allowed to scupper plans to hasten debt reli _ 
It is the sensible way ahead— provided it is treated as a useful 
contribution, not as a miracle cure. | 

Mr Brady's next step must be to present E 
and fleshed-out proposals—which should include an option 
for interest capitalisation—to his fellow Group of Five fr 
nance ministers when he meets them in a fortnight’s time... 
The ministers should then discuss how additional financirig 
can be found as well as ways to involve Japanese money; insist- 
ing all the while that relief from any source is tied to sensible 
economic programmes in the debtor countries. Only then 
will the plan deserve the name. 








so, unless out of this new w political carve-up come some ve better 
ideas for Poland's economy, not only the communist party 
but Solidarity too could be finished. 

The omens are not all good. Unlike Hungary's commu- 
nists, who are leading reform from the front, Poland's com- 
munists have done their deal with the opposition out of des- 
peration. Nine years of attempting to govern despite the 
sullen resistance of ordinary Poles have failed miserably. Yet 
Solidarity is still anathema to many party men. They may 
have had to cede representation to the opposition, but they 
will try to use the party's control of the lower house and the 
presidency to put an arm-lock on the new upper chamber. 

The encouraging thing for Poland is that they will proba- 
bly fail. Although the senate may have little formal power, the 
fact that it will be freely elected will give it the moral authority 
the party lacks. Even a partial sharing of power officially ex- 

plodes the myth that the party knows best. The 35% of seats 
d for the opposition in the lower house, plus the feist- 
ier second chamber, mean that it the governinent will be given a 
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ougher ride. The « opposition s righ 
hrough its own newspaper instead of via th 
ress, will further erode party control. 








jt 86. solid Solidarity 


ut the new deal is a challenge for the ed too. Crac 





rship together again in self-defence. The party may be hop- 
ng for—and Solidarity may be unable to prevent—a splinter- 
ng into rival groups now that the pressure is off. That will 
make it even harder for Solidarity to reconcile two very differ- 
nt ideas about what should happen next. Political Solidarity 


larity has the workers in the big state-run enterprises breath- 
g down its neck and therefore demands things that Poland 
nnot t afford, such as wage rises linked to. the: rate of inflation 





Don’t forget the dangers of wage inflation 
FT SEEMS like old times. A strike at America’s Eastern Air 


A Lines sends the firm scurrying for protection under chap- 
«ter 11 of the bankruptcy law. Car-workers at Jaguar and 


Paris Metro, and printing presses in Holland and West Ger- 
.many, are shut down by industrial disputes. Ten years after 
Britain's "winter of discontent” helped sweep Margaret 
Thatcher into power, eight years after Ronald Reagan took 
on the air-traffic controllers and won, is wage inflation back? 

— ]fit is, the surprise is that it has taken so long to return. 

With unemployment down to just 5.1% of the labour force in 
February, the lowest for 15 years, America is already beyond 
what has normally been thought of as full employment. Brit- 
iin is not far ced bd either, despite almost 2m still in the 
dole queues; that is only 796 of the labour force and disguises 
wide regional disparities and shortages of certain skills. Job- 

ess rates are still high in much of continental Europe, but 
falling. Given all that, nothing would seem more predictable 
than the arrival of fancy pay claims. 

- Sure enough, American economists have been predicting 
-this ever since their country’s jobless rate fell below 6% in 
1987, a level long thought to be America's "natural rate of 
unemployment" —ie, that consistent with stable inflation. 
Believers in that premise and its less-sophisticated cousin, the 
Phillips curve, assumed that fuller employment would quickly 

mean faster inflation. America's 12-month rise in hourly 
earnings has indeed edged up, from 296 in early 1987 to 
320. ay that still implies a cut in real pay of 1% over the 
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S ithdas even n when DEN Was 


woulda ra do little to 


ad appeared in Solidarity before martial law welded its lead- 


ees the need for radical, and painful, economic changes if. 
'oland is to work its way out of its plight. Trade-union Soli- © 


: Peugeot-Talbot in Britain vote to strike over pay claims. The. 


/ Adin in B Britain the first surprise was that the annual ^ 





would make real iio harder; they 
act the sort of outside help the econ- 
omy needs. Almost all the West’s sanctions on the old Soli- 
darity-bashing Poland have been lifted. What remains is a re- 
luctance to underwrite new loans to Poland without moves to 
a freer market—without, in other words, some evidence that 
the government will use new money more wisely. Even then, 
western cash can help only at the margins. 

Poles have to find their own way o tof trouble. The worry 
is that, despite the new deal, Poland will blow up again before 
its economy can be mended” Young Poles have little time for 
Solidarity's greying radicals. Now that it has joined the party- 
run establishment, Solidarity will find it even harder to be 
moderate next time: If Poles take to the streets again, Solidar- 
ity could be part of the bonfire. All the more reason for the 
oppinion to get its act Mid dd 

















































mum wage has han ion for eight years, * daplying a fall ofa 
quarter in real terms and allowing wage differentials to widen 
usefully. And union membership is falling everywhere. Along 
with the taming of unions on both sides of the Atlantic, this 
may have deadened the inflationary reflex. 


Dangerous moments 


The loosening of rigidities i in America’s dior market holds 
many lessons for still-sclerotic Europe. Even so, the most dan- 
gerous time may be just when economists bury their Phillips 
curves. For even if the natural rate has fallen, it still exists at 
some level. In a recent survey, four-fifths of unionised compa- 
nies in Ámerica reported more-militant workforces and de- 
mands for higher pay. 

Complacency invites two dangers. The first is that bu 
ant profits and expectations of further falls in the dollar could 
tempt some firms to grant extravagant pay rises, knowing that 
devaluation will keep them competitive. This is even more 
true in Britain, where in recent months earnings have jumped 
worryingly; hence the government’s determination not to let 
sterling fall. The Jaguar and Peugeot claims, which were fu- 

elled by each other and by rightful generosity at Nissan in 
Sunderland, show that the me-too instinct lives on among 
British unions. The greater realism of their members is too 
recent for companies to depend on it just yet. 

The second, opposing, danger is that managers may con- 

clude that modem workers can be kicked around. That would 
be Pu Wrong. lesson from. the’ b dold y mah i n to 








RACING IN BRITAIN 





From the horse's mouth 


Britain's racing industry says it is in poor health. If so, the right medicine is 


not the extra subsidy that it asks for, 


(5° TO one of England’s lovely racing 
meadows such as Goodwood or Ep- 
som. Stand at the bar of the members’ en- 
closure, and look out over the thorough- 
breds competing for thousands of pounds in 

izes, and the crowd betting thousands 
more. Engage a racehorse-owner in con- 
versation. From under its trilby, the mon- 
eyed voice will assure you that racing is in 
sad decline and not long for this turf. 

Why? Ah, the pitiful sums that go back 
into racing's pockets, particularly those of 
owners like yours truly. The culprits? The 
Arab princes whose high-priced bloodstock 
are raiding the race purse up and down the 
country; the bookmakers, who grow fat on 
the gee-gees but do not hand back enough of 
the proceeds to keep them in oats; the punt- 
ers, who, by refusing to back a less competi- 
tive betting industry, are depriving worthy 
causes such as, well, the Aga Khan, Lady 
Beaverbrook and the poor trilby-wearer 
himself. As the flat-racing season comes 
round again, so does the racing establish- 
ment's begging-bowl. 

Dry your tears. This is indeed a quirky 
industry founded upon compulsive loss- 
~aking. But the biggest loss-makers are the 

inters. They have plenty of ways to lose: 
on-course bookmakers, their off-course bet- 
ting shops or the Tote, a state-owned 
pooled-bet system. Most of the interest is 
off-course: a year's flat-race attendances to- 
tal under 3m, an average of about 6,000 for a 
day's racing at one course. So nine-tenths of 
the money goes through the 10,500 off- 
course betting shops. Legalised only in the 
early 1960s, in 1988 these took in some £3.5 
billion ($5.5 billion) on the horses. 

Of that sum, the government grabs 896. 
Just 0.8876 goes to the Horserace Betting 
Levy Board (HBLB), a state-sponsored body 
that takes from the rich bookies—the big 
three are William Hill-Mecca, Ladbrokes 
and Coral—and gives to the poor race- 
courses. The bookies keep roughly one-fifth 
of what is left. So only £2.5 billion goes back 
to winning betters. 

What irks the racing men is that, of the 
punters’ lost £1 billion, only £31m reaches 
the HBLB, without whose aid many of Brit- 
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ain's 67 courses, some in poor managerial 
health after decades of subsidy, would go 
bust. Last year the HBLB provided £6m of 
cheap, sometimes interest-free, loans. In 
1987-1988 it supplied 3296 of the £21.1m of 
flat-race prize money, and 4896 of the £9.2m 
on offer over the jumps. The Tote, one way 
or another, puts in a further £3m. 

The proportion of British offcourse 
betting money siphoned back into racing is 
much less than in France (6%) or Australia 
(8%). In both those countries, the state-run 
Tote has a monopoly off-course, though 
Australia allows bookies on-course. Until 
the 1960 Betting and Gaming Act, Britain 
was like Australia (except that bookies could 
take credit bets off-course). At the time, the 
change was backed by the Jockey Club—the 
200-year-old private club that oversees rac- 
ing, both on the flat and over the 
sticks—not least because many of its patri- 
cian members were in hock to the bookies. 
But many racing men today argue for a re- 
turn to restrictive practices, so that ordinary 
punters can be milked further. 

Listen to Mr Richard Baerlein, an elder 


"m b 


The Godolphin Barb Drepares for duty 


statesman among racing correspondents 
(and one, ironically, who makes as much 
money from ante-post bets with the bookies 
as from his writings): 


If we adopted the Australian system of book- 
makers on the course—they are banned off- 
course—and copied their brilliantly organised 
totalisator agency board, which collects all off- 
course betting, the present betting offices could 
be used as tote collecting agencies. 

The government must act now to help put 
this vast industry on a far sounder basis than it 
is at the moment. We invented racing and it is 
absurd that we should be one of the poorest 
racing countries, yet with the very best stock. 


Instead, the HBLB has to argue with the 
bookies. Citing a surge in betting over the 
past two years, the latter are demanding that 
the board's 0.8896 levy on their turnover be 
cut to 0.82%. The rest of racing thinks it 
should go up. The Home Office will have to 
arbitrate. And the punters, who provide the 
cash? No one has asked them. 


Breeding losses 


The next loss-makers are the breeders of 
bloodstock. By local rule, every runner on 
all but the shadiest of the world's racetracks 
must be a thoroughbred, descended from 
one of three Arab chargers—the Godolphin 
Barb, the Byerley Turk and the Darley Ara- 
bian—brought to England around 1700 for 
an active retirement among (according to 
the studbook) 37 of its finest broodmares. 
Since then, the thoroughbred has been 
selectively bred in a 300-year trial-by-race- 
course. Not with overwhelming success. The 
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breed has by now acquired the nerves of a 
wreck, legs like matchsticks and a fertility 
rate that would hardly be envied by a mule. 
Yet the average Epsom Derby winner of the 
1980s is little faster than one of the 1920s. 
Still, having won, he may yet fetch $20m as 
he retires to stud. 

Not that his offspring will all prove him 
worth it. Snaafi Dancer, a son of the famous 
Northern Dancer, in 1983 set a $10m record 
at auction as a yearling, and then trained on 
so badly that it never raced. Seattle Dancer, 
a grandson of Northern Dancer, in 1985 be- 
came (and remains) the most expensive 
yearling ever, at $13.1m. It was a racecourse 
flop. In contrast, Dancing Brave, the most 
brilliant flat-racer of the 1980s, winner of 
the 2,000 Guineas, the King George VI and 
Queen Elizabeth Diamond Stakes and the 
Arc de Triomphe, had been rejected as a 
yearling by racing's grandest auction, the 
Keeneland Select July Sales in Kentucky, for 
looking too low-born. 

There are 1,000 stallions registered in 
Britain and Ireland. In 1987 only half of that 
number got to look at a mare, though many 
of the remainder covered 60-70, at fees rang- 
ing from £500 to £30,000 a go. Of the 
10,000 foals born to these mares, roughly 
four-fifths will go up to yearling sales in 
1989. Only 3,500 will reach their reserve 
price, and even of those perhaps 1,500 will 
sell for less than £10,000. That will not 
cover the cost of breeding them. Such is the 
excess of supply over demand. 

Breeders are still smarting from the col- 
lapse of bloodstock prices in 1985. Between 
1977 and 1985, worldwide speculation 
pushed the prices of yearlings and stallions 
up about tenfold. Until 1966 the record 
price for a yearling was the 27,000 guineas 
(£28,350) paid by the Gaekwar of Baroda 
for Sayajirao in 1945. During the 1970s the 
price of the best horseflesh escalated, be- 
cause, after 30 years of buying up Europe's 
breeding stock, America had cornered the 
market. Any owner with a dream of winning 
the Epsom Derby had to go to the Kentucky 
yearling sales to find a suitable horse. 

Quality was not the only reason Ameri- 
can horses were pricier than Europe's. Prize 
money there was higher, and tax rules laxer: 
an owner had only to tell the Internal Reve- 
nue Service that he aimed to make money 
out of racing, and Uncle Sam would kindly 
make his horse purchases tax-deductible. 
Tightening of that loophole in 1986 was one 
reason why prices were bound to collapse. 

Another influence was that of Mr Rob- 
ert Sangster, wealthy grandson of a Liver- 
pool bookmaker. In the mid-1970s he began 
to gather rich Americans together to buy 
some of the best yearlings at Kentucky and 
run them in top-rank European races, in the 
hope of selling them back for stud duties in 
America at far higher prices. This Mr 
Sangster did with The Minstrel (a son of 
Northern Dancer, into whose bloodline he 
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There's racing: Keeneland... 


has since bought heavily). The Minstrel cost 
$200,000 as a yearling, won the 1977 Derby, 
its fourth and last race, and went back to a 
syndicate in America for $9m. 

Mr Sangster has been buying and selling 
horses worldwide ever since. He wisely re- 
tains some shares in a potential sire that he 
sells. The quality of any stallion’s offspring is 
not tested on the racecourse until at least 
four years later (flat horses begin their racing 
career as two-year-olds, and if successful, 
usually crown it at three). The odds are they 
will flop. Meantime, however, the stallion's 
owners can advertise it by bidding up the 
prices of its early yearlings. 

Until the late 1970s, Mr Sangster was 
competing at auction largely with Mr Stav- 
ros Niarchos. When the four Maktoum 
brothers, from Dubai, appeared in the early 
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1980s, soon followed by Prince Khalid bin 
Abdullah of Saudi Arabia (K. Abdullah on 
your racecard), Mr Sangster and Mr 
Niarchos joined forces in the sales ring. It 
was the Maktoums who bought Snaaf 
Dancer, Mr Sangster Seattle Dancer. Soon 
after, it is said, “Sangster’s gangsters’’—no 
offence, it just rhymed—sued for peace with 
the Arabs. That was the time for any wise 
person to quit the sale ring. 

The Arabs have won the battle for the 
best bloodstock hands down. Collectively, 
they have spent some $1.5 billion at auction. 
They have more than 1,000 horses in train- 
ing in Britain, Ireland and France, plus an- 
other 300 stallions and broodmares on their 
farms. Those countries can be grateful that 
the Arabs dislike America's dirt-tracks and 
the unseemly way it asks stallions to copu- 
late with 90-100 mares a year. The result of 
that disaffection is that Europe once again 
has the world’s best horses racing on its turf. 

Mr Sangster is nursing wounds. In 19 
the average price of yearlings at the Keene- 
land sales was $3.4m; in 1988, just $760,000. 
The offspring of those expensive 1984 year- 
lings are only now coming on to the race- 
course as two-year-olds. Meanwhile, Cool- 
more, the Irish farm owned by, among 
others, Mr Sangster and his gifted trainer 
Mr Vincent O’Brien, has slashed some of 
the stud fees for its stallions by 70% over the 
past three years. Mr Sangster has not had an 
English classic winner since 1984 to boost 
his bankroll. In 1988 he sold Vernons, a 
football-pool empire inherited from his fa- 
ther, which had previously helped to pay for 
his horsey operations. 

Last year, too, Mr Niarchos upped 
sticks. Mr O’Brien has capitalised on his 
fame to form a public venture to buy horses 
that he will train. Backed by thousands of 
small investors, this venture, Classic Thor- 
oughbreds, often bids at auction for the off- 
spring of Coolmore's stallions. 


Owners’ odds 


Last of the losers come the owners. Buy one 
of those 3,500 yearlings at auction in Britain 
and Ireland this year, and you have a one-in- 
three chance that it will not train on as a 
three-year-old on the flat, a two-in-three 
chance that it will not be worth racing at 
four. Unless, against huge odds, it is so suc- 
cessful as to go on to a profitable stud career, 
you are on a loser. 

In 1988 British flat-races offered £23.5m 
in prize money, an average of £7,600 per 
race. Only £17m of this went to owners. 
Competing for the pot are 7,500 horses, 
purchased for a joint total of some £500m. 
Maybe 2,000 will win at least one race, and 
thus stand a hope of covering their £5,000- 
10,000-a-year cost in feed and training. Only 
200 or so will do well enough to sell as stal- 
lions and so cover their purchase costs as 
well. Over 2096 of the prize pot will be 


shared by the top ten owners, most of whom 
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are breeders too. 
This concentration amongst owners is 
(by no accident) reflected among trainers. 
Last year nearly 400 people were licensed to 
train on the British flat, employing 5,000 
stable staff. But only 51 trainers had more 
than 40 horses in their yard, and just eight, 
each with over 100 horses, between them 
won a quarter of all flat-race prize money. 
All eight train in the rich south of Eng- 
land, at Newmarket, racing's birthplace, or 
along the chalk downs west and south of 
London. The top eight northern trainers 
won just one-twentieth of the total prize 
money in 1988. Many northern trainers and 
some southern ones—charging only half of 
the £180 a week that a top southerner will 
ask for a horse's board—are fast going bust. 
A dozen respected trainers gave up in 1988. 









Learning show-biz 


This state of affairs could well lead to the 

sappearance of all but a handful of large 
trainers and rich breeders. It could kill the 
small tracks—Cartmel and Ripon in Eng- 
land, say, or Limerick in Ireland—whose 
bread and butter is the small owner and 
trainer competing in lowly handicaps (where 
good and indifferent horses compete, in the- 
ory, on level terms). That does not have to 
happen. But if they are to succeed, all race- 
courses will have to respond more keenly to 
the rigours of the market. 

"The problem with the betting levy”, 
says Sir lan Trethowan, chairman of the 
HBLB, “is that it is an unsatisfactory substi- 
tute for a market mechanism." The bookies 
say they are ready to put up whatever sum 
will maximise the return to themselves in 
the form of higher betting revenues. But no 
one can agree what sum that is, or which 
racecourses should benefit from it. 

Britain's racecourses are hamstrung by 
the attitudes of the Jockey Club. Ask one of 

 emilords at the club what is the main aim 
racing, and he (it has just eight women 
members, three royals included) will proba- 
bly tell you that it is to further the ennoble- 
ment of the thoroughbred, or some such 
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grandiose phrase. As a result, the racing cal- 
endar is virtually set in stone. The levels of 
prize money for different grades of race are 
constrained. Thus, for three-year-olds, a 
“group three’’ race must offer at least 
£25,000; group two, £40,000; group one—a 
classic like the Oaks or the Derby— 
£75,000. More important, no race may offer 
more than 25% above the minimum for the 
group above. Too bad if a sponsor wants to 
pour £100,000 into some group three race 
he fancies: he cannot. 

The pattern, as this (Europe-wide) gra- 
dation of races is called, has the worthy aim 
of ensuring that the best horses do indeed 
rise to the top. But it is inflexible. Some 
races attract just a handful of runners, be- 
cause other, more important races follow 
shortly after. And it helps to keep British 
prize money low by international standards. 
Since the rules restrict the money for races 
below group one, there is little incentive to 
raise the prizes for the best races in that 
group to match their overseas equivalents. 
The Jockey Club should allow courses to fix 
their own race programmes and the value of 
the prize money. They could thus attract 
more commercial sponsorship. This too is 
slight in Britain, compared with America or 
even Ireland. Until four years ago the Derby 
had no sponsor. 

With more sponsorship and no re- 
straint on prize-money, racecourses 
could stage races to attract the horses 

that attract crowds. Owners could then 
decide whether they preferred to run their 
horses in a prestigious race like the King 
George VI, or in some (temporarily?) less- 
regarded one with £500,000 put up by 
Megacorp Inc. 

Ireland, with its more liberal Turf Club, 
could teach Britain something about 
showbiz. In 1987 Mr Jonathan Irwin, head 
of Goffs, an auction firm, announced a two- 
year-old race for 1988 to be held at Dublin's 
Phoenix Park with total prize money of 
£lm; an unprecedented figure in Europe, 
and more than twice what is at 
stake in the Derby. It was to be 
called the Cartier Million. 


Only yearlings sold at a special auction eld 
by Goffs would be eligible. The prize money f 


was to come largely from a percentage paid 


by buyers and vendors at the auction. In the — 


event, 250 horses were sold, at an average — 


price one-third higher than at Goff's ordi- 


nary auctions. Many small owners clubbed 


together to buy. One was the HBLB’s Sir lan 
Trethowan, whose horses came second and — 


third. Phoenix Park notched up record ; 


attendances. 


If Britain's racecourses were allowed to. 


go the same way, they could hit a bonanza. 
Already they are starting to woo racegoers 
with more comfortable facilities (though | 


many courses still have queues for the filthy — 


lavatories and for the couple of bars on the - 
course). Since no English course has more — 
than 27 racing days a year, they are also 
examining their potential as conference cen- 
tres, hotels and nightclubs. One day, they 


hope, they will escape the 1780 Sunday Ob- j 


servance Act, which bans racing on Sunday, 
the natural day for a family outing. 
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The racecourses could grab far more — 


money than the modest sums that they now _ 


receive from the BBC and commercial televi- — 


sion. There is more to come from satellite 


television. Sis, a consortium 55%-owned by | 


the bookmakers, has the rights to broadcast — 
British racing to wherever it chooses. At 
present that means mainly the bookies' own 
betting shops, but it holds out the lovely 


] 


prospect of British racing being beamed out _ 


to the world, and of commercial sponsors _ 
flocking to get a piece of the airtime. Race- 


courses could get about £25m from sis over 


the next five years. New sponsorship could - 
bring in as much again. Time to sell your nag _ 


and buy a racecourse? 


. .. and over the sticks 
—————————— E) 
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The boat people are shown 


the gang-plank 


OBODY loves the boat people now. 
"First we give them warnings, and if 
they keep coming in we just shoot them," 
says an official explaining Thailand's push- 
back policy. Hongkong has just sent back to 
the tender mercies of Vietnam a group of 
boat people who "volunteered" to return. 
Ten years after the first boat people set sail 
what they believed was freedom, compas- 
$ion is out, compulsion is in. 

The issue of forced repatriation domi- 
nated a three-day meeting on the future of 
the boat people that ended in Kuala Lum- 
pur on March 9th. It was attended by repre- 
sentatives of all the countries that, willingly 
or reluctantly, have given sanctuary to refu- 
gees from Vietnam, Kampuchea and Laos. 
But the star of the meeting was Hongkong. 

The British colony has nearly 26,000 
boat people, by far the largest number ac- 
commodated by any government in the re- 
gion. Hongkong, moreover, is determined, 
one way or another, to get rid of them. On 
March 3rd it put 75 boat people into a char- 
tered aircraft and flew them to Hanoi. All 
had said they were willing to return. Each 
was given a few dollars and best wishes for a 
happy future. On arrival they were given a 
test for AIDS. Hongkong looks forward to 
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further repatriations, preferably by volun- 
teers, but officials have made it plain that 
they want to use force if volunteers cannot 
be found. 

Hongkong’s action was applauded at 
the Kuala Lumpur meeting by Malaysia 
(16,000 boat people), by Thailand (nearly 
15,000, plus thousands more refugees who 
have merely walked across the Thai border) 
and by other countries. A committee was set 
up to decide, among other matters, how en- 
forced repatriation would be operated. lt 
will report to another refugee conference, to 
be held in Geneva in June. 

To some observers enforced repatria- 
tion of the boat people has echoes of the en- 
forced, and much criticised, return to the 
Soviet Union after the second world war of 
tens of thousands of Soviet citizens who had 
sought refuge in the West. Vietnam may not 
be Stalin's Russia, but it is no haven of liber- 
alism. As recently as March 8th a Paris- 
based human-rights group said Vietnam 
had sentenced to death religious leaders and 
others who had taken part in non-violent 
human-rights movements. 

Hongkong points out that the 75 boat 
people have been returned to Vietnam with 
the blessing of the office of the United Na- 
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tions High Commissioner for Refugees, a 
body that will do its best to watch over 
them. However, the UN people have been di- 
vided on the matter. One of their legal ad- 
visers, Mr Simon Ripley, resigned in Febru- 
ary, pointing out chat the volunteers would 
doubtless face further persecution. 

The British colony has plenty of cause 
for concern. Hongkong is a small piece of 
territory that manages to provide a good liv- 
ing for nearly 6m people. Over the years it 
has absorbed nearly 14,000 Vietnamese, 
and still offers 20 places a month to suitable 
refugees (only a few of which are taken up, 
because most boat people have their sights 
on America or elsewhere). But the beacon of 
freedom and prosperity has had to be dark- 
ened to discourage more flotillas of boat 
people. The Vietnamese are resented by 
Hongkong's mainly Chinese population; 
Chinese who daily try to smuggle themselves 
in from the mainland are being turned away. 
On the other hand, Hongkong has a labour 
shortage: even unskilled Vietnamese with 
little Cantonese or English could work on 
building sites. But they would need accom- 
modation and education for their children, 
services already under strain. 

Such protests, however valid, are at 
odds with Hongkong's tradition of taking 
on absurdly impossible tasks and accom- 
plishing them with seeming ease. In this way 
a huge and successful metropolis was created 
almost from scratch. But the imminence of 
1997, when Hongkong will be handed over 
to China, may be denting Hongkong's 
spirit. The Beijing government itself has not 
helped by saying there will be no room in 
Hongkong for refugees when it is running 
the place: meaning, presumably, that any 
still there will be shipped to Britain. 

Hongkong's treatment of the boat peo- 
ple has at least been more humane than 
Thailand's. In January last year the Thai 
government formally introduced its push- 
back policy. Navy and police boats were or- 
dered to push out any Vietnamese boats 
heading for the shore. According to the 
New York-based Lawyers’ Committee for 
Human Rights, some boats were deliberately 
rammed and their occupants fired on. Many 
bodies of boat people, some with- bullet 
wounds, have been washed up on Thai- 
land's east coast. 

Hongkong and Thailand (and, since the 
Kuala Lumpur conference, other members 
of the Association of South East Asian Na- 
tions) try to distinguish between what they 
call political refugees and economic mi- 
grants: that is, between those who flee from 
persecution because of their political views 
or acts, and those who simply seek a better 
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life. The 11,000 boat people who have come 
to Hongkong since June last year have been 
locked up in fairly unpleasant camps unless 
they can satisfy immigration officers that 
they are political, not economic, refugees. 
Few have been able to. The distinction is a 
hazy one. "Having spoken to immigration 
Officers," says Mr Ripley,"it is clear to me 
that most carry out the interview with the 
assumption that the asylum claim is bogus 
and that the applicant is an economic mi- 
grant. Many questions are intended to dis- 
credit the applicant." 

If the boat people are not to remain in 
Hongkong, Thailand or elsewhere, places 
which see themselves mainly as transit sta- 
tions, where are they to go? The United 
States has taken more than 800,000 people 
from Indochina, and Britain about 10,000. 
Other European countries, together with 
Australia and New Zealand, have made 
space for some too, bringing the number re- 
settled to well over 1m. A few doors are still 
partly open. Australia will take a few hun- 
dred refugees this year. Those who have 
gained the elite status of being a political ref- 
ugee can hope to be resettled eventually, 
however many years away that may be. But 
there is only despair for the despised "eco- 
nomic migrant” foolish enough to be lured 
by the opportunities of a free-market world 
to risk pirates, sharks and starvation in a lit- 


tle boat. 





Afghanistan 
Over the top in 
the Hindu Kush 


FROM A SPECIAL CORRESPONDENT 


HE town of Jalalabad, which the Af- 

ghan rebels have been trying to capture, 
is in flat country offering the defenders clear 
fields of fire. The foothills of the Hindu 
Kush, which flank the town, are 10-15 miles 
away, so the guerrillas had to come out into 
the open. Witnesses said they behaved 
bravely, if stupidly. They cap- 
tured a government post called 
Samarkhel, near Jalalabad air- 
port. Then the guerrillas ran | 
pell-mell on to the airport with- 
out organising a concerted at- 
tack and were cut down. 

On March 14th the Af 
ghan government claimed that 
the attack had been repelled 
and that the town was now 
functioning normally. The resistance did 
not deny this. Its first attempt since the Rus- 
sians left the country to capture a major Af- 
ghan town appears to have failed. Worse, for 
the guerrillas, the attack seems to have re- 
lieved the town of thousands of civilians it 
previously had to feed. A witness said that 
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eyes on Jalalabad 


up to 30,000 women, children and old men 
had headed for the Pakistani border. The at- 
tack has thus left Jalalabad in an even stron- 
ger position to withstand a siege. The de- 
struction of many buildings by rebel shelling 
is no hindrance to the defenders, provided 
their morale holds. The prolonged struggle 
for Caen in the Normandy campaign of 
1944 showed that piles of rubble can make 
good defensive positions. 

The resistance wants a biggish town to 
accommodate the "provisional govern- 
ment” it set up last month. This week repre- 
sentatives of the government nipped over to 
an Afghan village from the Pakistani town 
of Peshawar. They stayed there for a few 
hours, to be able to claim that the govern- 
ment had met on Afghan soil, and then 
went home for tea. Few countries seemed 
impressed. The government has now been 
recognised by Saudi Arabia, Sudan and 
Bahrain, all Muslim countries of mainly 
Sunni persuasion. Iran, although a sup- 
porter of the resistance, is sulking because 
there is no Shia Muslim in the government. 

Clearly, the rebels' leaders 
were wrong in thinking that 
the Kabul regime's army would 
collapse soon after the Soviet 
withdrawal. An amnesty offer 


by the provisional government to the re- 
gime's leader, Mr Najibullah, "if he surren- 
dered" was turned down with a snort. The 
resistance politicians, unlike the guerrilla 
commanders on the ground, have yet to win 
the confidence of many Afghans. They have 
spent the war in Pakistan, and some of them 
are too fundamentalist for the taste of the 
Afghan middle class. A lot of Afghan towns- 
women believe their freedom to work along- 
side men and wear western clothes would be 
taken from them by the grim zealots of 
Peshawar. 

This is still partly a proxy war, with Paki- 
stan helping the resistance and Russia pro- 
viding at least food supplies for Mr 
Najibullah. If the Pakistani army did have a 
hand in the attack on Jalalabad it cannot feel 
very pleased with its staff work. The Rus 
sians seem confident that, even if Jalalabad 
falls; Kabul will hold. The road from 
Jalalabad to the capital is narrow and twier- 
ing, not hard to defend. The road from | 
bul to the Soviet border is being kept open 
by bribes to the tribes along it, a method the 
British used a century and a half ago. If it is 
closed, the Russians believe they could sus- 
tain Kabul by an airlift, as the West sus- 
tained Berlin when the Russians blockaded 
the city in the late 1940s. History has useful 
lessons for powers that want to control Af- 
ghanistan. The biggest lesson, though, is 
that so far the guerrillas have always won. 





Japan 
Unlucky numbers 


FROM OUR TOKYO CORRESPONDENT 


VER has there been a more suitable 

time for good men to come to the aid 
of Japan's embattled Liberal Democratic 
party. With prosecutions in the Recr - 
bribery scandal inching ever closer to ' 
heart of Japanese politics, support for the 
Liberal Democrats is at its lowest ebb in de- 
cades. On cue, four respected elders from 
the party came forward last week to give Mr 
Noboru Takeshita, the prime minister, their 
support, at least until July when half the 
members of the upper house come up for re- 
election. Thereafter he is on his own. Few 
now expect Mr Takeshita to stand for a sec- 
ond term as prime minister come the party's 
own elections in October. 

On the advice of his colleagues, Mr 
Takeshita has ruled out any possibility of an 
early general election. With parliament held 
up by the opposition s refusal to take part in 
the budget debate, the government has be- 
gun making plans for a Y9 trillion ($69 bil- 
lion) provisional budget to see it through 
the first 50 days of the fiscal year starting on 
April Ist. 

The opposition, led by the Japan Social- 
ist party, is insisting that the government 
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FROM OUR SPECIAL CORRESPONDENT IN TOKYO 


N THE lava slopes of Mount Fuji 

stands a guest house run by the 
Keidanren, the confederation of Japanese 
industry. From its balconies Japan's top 
managers can gaze at their magic moun- 
tain and draw from it strength to go for 
10096 of the markets for zips or fax ma- 
chines in distant lands. There, last week- 
end, the 17 British members of the “Uk- 
Japan 2000 Group” felt the contrast 
between Japan's industrial strength and 
political weaknesses. This is bred of a dash 
for export-led growth and of a corruptible 
system of government. 

For the past five years this group, 
which reports to the prime ministers of 
the two countries, has met to discuss Brit- 
ain's and Japan's joint problems and to 
suggest appropriate answers. The Econo- 
mist takes part, and comes away each year 
with a freeze-frame picture of Ja- 
pan's emergence as a great eco- 
nomic power. 

In the first meeting, early in 
1985, that snapshot showed British 
members vainly pounding glum 
Japanese for Japan’s undervalued 
yen and protectionist guile. By early 
1986 the yen had begun to soar and 
the then prime minister, Mr 
Yasuhiro Nakasone, was set on 
changing Japan’s economic prior- 
ities. The group's work that year in- 
fluenced the demands of the 
Maekawa Commission that swung 
the change. In the 1987 picture Ja- 
pan’s industrialists were fearful 
that they could not cope with the 
strength of the yen. By 1988 they 
knew that they could but were 
daunted by the responsibilities that 
would go with economic power. 
This year’s gathering was overshad- 
owed by the Recruit scandal, 
which, whether it marks a turning-point 
in Japanese politics or not, certainly con- 
vinced the Japanese present that political 
reform was now vital. 

In several of the topics covered this 
time, the Fujiphoto showed Japanese eco- 
nomic power side by side with Japanese 
political deficiency. A session on the 
failings shown up by the Recruit affair was 
tense and subdued. A senior Japanese 
politician professed himself too nervous 
to talk of the “embarrassing turmoil" 
caused by the scandal. “Drastic reform" 
was needed to make Japan's political pro- 
cess more open and less dependent upon 
money. He and other Japanese speakers 
cited Mr Gladstone's reforms of the 1880s 
which gave Britain's political system just 
these qualities. 
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Reactions to Recruit have combined 
with glumness over the beginnings of less- 
protectionist farming policies and a new 
sales tax to lose Japan's ruling Liberal 
Democratic party much of its support. 
Therein lies the rub for the rest of the 
West. The tax reform was a good example 
of an unpopular policy pushed through by 
newly assertive Japanese leaders, such as 
Mr Nakasone, with Japan's foreign obliga- 
tions partly in mind. 

The reform will boost Japan's ability to 
spend on its famously unimpressive infra- 
structure. When it comes into force on 
April Ist it will make the taxation of 
whisky, cars and western luxury goods less 
xenophobic. Tough decisions on farming 
will be crucial for trade relations with 
America and the future of the Uruguay 
round of the GATT. More deregulation of 





Chilling questions at the top 


Japan's economy, always painful for its 
vested interests, is what Japan's trading 
partners still demand. A political system 
based on favours and obligations finds it 
hard to deliver changes of this sort, and 
impossible when it is made lame by a scan- 
dal over excessive favours. 


Generous to a fault 


Next came the matter of foreign aid. Japan 
has become the largest aid donor in the 
world: thanks solely to the yen's rise, its 
aid has risen 2.6 times in five years to over 
$11 billion in 1988. But according to a pa- 
per submitted by Mr Takashi Hosomi, 
who was until recently chairman of Ja- 
pan's Overseas Economic Co-operation 
Fund, Japan lacks a clear-cut aid policy, 
tends to react to requests for aid rather 


than instigate it, processes aid though a 
bureaucratic maze and suffers from a lack 
of aid specialists in government “border- 
ing on irresponsibility”. 

Japanese were impressed by a paper on 
the methods of British aid presented by 
the British aid minister, Mr Christopher 
Patten, but not by the stingy amount of 
money he is allowed to spend. British ad- 
vice, it became clear, could help Japan 
steer its aid away from relatively rich 
countries in East Asia towards poorer 
countries across the world, and might 
make that aid more cost-effective too. Mr 
Noboru Takeshita, Japan's prime minis- 
ter, told the group that he would push for 
such co-operation. 

When the session turned to Japan's 
worsening relationship with America, Mr 
Akio Morita, the chairman of Sony, 
talked with passion of America's 
blindness to the changes that lay 
behind America's ever-huge trade 
deficit with Japan ($52.1 billion in 
1988). Americans still imagined 
this to be based upon sales of price- 
sensitive Japanese consumer good- 
ies. In fact, it was now driven by ir- 
replaceably sophisticated Japanese 
capital equipment. 

A still-stronger yen, Mr Morita 
claimed, would not help one jot: 
"They will pay more for the same 
Japanese products and we will buy 
up America even more cheaply.” 
Why did Japanese purchases of 
American property make Ameri- 
cans "bash Japan" when the British 
or Dutch went unbashed? His an- 
swer was touching: the Japanese 
must strive to be "less strange" to 
Americans. Japanese executives in 
America "must not play golf on 
Sunday morning when Americans 
go to church." 

The Economist went away feeling that 
a stronger answer must involve Japanese 
political self-confidence to match its eco- 
nomic prowess. Japan has to help America 
trade its way back to self-esteem. That 
means, first, a determined rooting-out of 
the rest of Japan's protectionism. Second, 
and more cruelly, it means greater official 
willingness to force America to cut its 
budget deficit, even if that means with- 
holding the money that makes it possible 
for America to go on living grumpily on 
Japanese tick. But such a thought is still 
purest heresy in Japan. The country has 
spent 40 years putting an imperialist catas- 
trophe behind it: how inconvenient to be 
forced by benign salesmanship to become 
politically assertive again. 
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— call the former prime minister, Mr Yasuhiro 

— Nakasone, to testify under oath about any 

- involvement he may have had in the Recruit 

affair. Evidence is accumulating that Mr 

-Nakasone may have used his office to help 

—. the Recruit group acquire a supercomputer 

- from Cray Research of the United States, as 

.. well as getting Mr Hiromasa Ezoe, founder 

d . and former chairman of Recruit, appointed 

= to government councils. The opposition 

parties want Mr Nakasone to explain how 

. his office came to acquire 29,000 pre-flota- 

— tion shares in the Recruit Cosmos property 

E subsidiary that netted the office ¥60m after 
= the company went public. 

- . Sofar, Mr Takeshita has refused to sug- 

= gest that Mr Nakasone present himself for 

questioning, fearing that the delicate fac- 

i tional balance keeping himself in office 

. would disintegrate if he did so. The four rul- 

ing party elders have now had a quiet word 

in Mr Takeshita's ear. Tell Mr Nakasone the 

time has come, they say, for him to "volun- 
teer" to be interrogated. 

: Mr Nakasone has been burning the 

midnight oil, preparing answers for likely 
— questions, ever since he was forced to cancel 
— his planned lecture tour of America two 
_ weeks ago. So, sooner or later, he has ex- 
pected to be called. Getting Mr Nakasone to 
take the stand would certainly quieten the 
opposition, if not the Liberal Democrats' 
own troops. More important, it might just 
allow Mr Takeshita's government to limp 
along until the summer break. 

The Tokyo public prosecutor may strike 
first though. He is reaching ever farther up 
the ladder of power. Last week the former 

= chairman of the giant Nippon Telegraph 
and Telephone company was arrested. On 

- March 14th a further scandal broke, involv- 
ing Y39m of hush money said to: have been 
handed out by Recruit to senior Liberal 

— Democrats after the investigation had be- 
gun. Several cabinet ministers are said to be 

> involved, together with Mr Nakasone's son, 
Hirofumi, who sits in parliament. 

Perhaps, though, the opinion polls will 
have the final say on Mr Takeshita's future. 
Last week the Nihon Keizai Shimbun, Ja- 
pan's staid and pro-government financial 

. daily, reported the most damaging results so 

= far. In a telephone survey of 10,000 people 
the number of voters supporting the govern- 

—.. ment had sunk to 1396 from 22% in Decem- 

— ber. The disapproval rate had jumped from 
= 4196 to 6596. Half of those questioned 

. wanted the government to dissolve parlia- 

|». ment immediately and go to the country. 

Party strategists at the Liberal Demo- 
crats' headquarters generally start sounding 
warnings when the cabinet's approval rating 
sinks below 30%. Below 20%, they go on red 
alert. The political folklore has it that prime 
ministers give up when the approval rating 

of their administrations slips below 2096 

and the disapproval rate exceeds 6096. The 

Kishi, Sato and Tanaka cabinets all resigned 


when ss had Ora di ire Mr 
Takeshita has now beaten the disapproval 
record previously held by Mr Kakuei Ta- 
naka, before he was forced to resign as prime 
minister in 1974 as a result of a financial 
scandal. 





Hongkong 


Playing the party 
games 


FROM OUR HONGKONG CORRESPONDENT 


OES Hongkong deserve democracy? 

Last week only 17.6% of the British col- 
ony's 1.6m registered voters cast their bal- 
lots in elections for urban and regional 
councils. This miserable figure is even lower 
than the 26.9% turnout in the 1986 elec- 
tions. Given the powerless nature of the lo- 
cal councils, it is perhaps understandable 
that so many voters stayed away. But imag- 
ine the embarrassment if apathy persists in 
1991, when, for the first time, direct elec- 
tions will be held for ten of the 56 seats in 





Martin Lee burns a government paper 


the far more influential Legislative Council, 
Legco. Britain is committed to building “a 
firmly-based, democractic administration" 
before handing the colony to China in 
1997. 

Commitment may not turn into 
achievement, but the 1991 Legco elections 
are one reason why Hongkong 's aspiring po- 
litical leaders are already jockeying for 
power. The other reason is that, democracy 
or no, Hongkong's interest groups want 
their voices to be heard in China before 
Britain's rule gives way to China's. The 
question is how. 

The obvious answer is to form political 
parties. But what is obvious is also unaccept- 
able to the politicians of Britain and China 
and the businessmen of Hongkong. First, 
because both China's Communist party 





and Taiwan's rival Kuomintang would feel 


obliged to compete in any elections—with 
potentially disastrous consequences for in- 
ternational confidence in Hongkong—and, 
second, because any political party in theory 
seeks to govern. To some Jesuit-minded 
Marxists on the mainland, that implies an 
insulting threat to China's sovereignty over 
Hongkong. 

The subtle answer is for the politically 
ambitious to form parties that masquerade 
as something else. This is precisely what Mr 
Stephen Cheong, a prosperous industrialist 
and Legco member, and Mr Lo Tak-shing, a 
lawyer, are now said to be doing. Mr 
Cheong's group, announced late last year, is 
called the Hongkong Foundation. Mr Lo's, 
announced two weeks ago, is called the New 
Hongkong Alliance. 

Both men deny they are party leaders. 
Mr Cheong says his group is a research orga- 
nisation which will "address issues of lc ' 
interest or international economic relatic 
significance". Mr Lo, who in 1985 resigned 
from Legco and from the Governor's Execu- 
tive Committee, or cabinet, says the New 
Hongkong Alliance will prepare “position 
papers" with which to influence the govern- 
ment. Where Mr Cheong and 
Mr Lo go, others are likely to 
follow. The "liberals" (so- 
called because they want more 
direct elections, and sooner 
rather than later) are grouping 
around Mr Martin Lee, a law- 
yer; some trade unionists are 
said to be gathering around Mr 
Cheng Kai-nam. 

Significantly, these devel- 
opments have the support of 
China. Whereas three years 
ago Chinese officials attacked 
the mere hint of party politics 
in Hongkong, now they say 
that, because Britain has gi 
Hongkong's people no po 
cal rights in the past, the 
“proliferation of political 
groups is inevitable" if Hong- 
kong's people are to rule Hongkong. 

But which people? Mr Cheong is a po- 
litical ally of Legco's senior member, Mr Al- 
len Lee, and has secured HK$20m ($2.56m) 
in backing from conservative-inclined local 
businessmen. Mr Lo has similar business 
backing as well as good connections with 
China. Given that Legco is already domi- 
nated by business interests, it is easy to see 
how the new groupings could continue that 
dominance in the critical period between 
now and 1997, and then beyond. 

That may be good for Hongkong's econ- 
omy—and so for China—but whether it is 
good for representative democracy is an- 
other matter. As one Legco member says, “If 
people give you money, they expect some- 
thing from you.” 















Airless anti-armor missile with the potential for increased range and velocity over current v wire- E 
guided missiles has been demonstrated to the U.S. Army. For the test, a Tube-launched, Optically 
tracked, Wire- -guided (TOW)2 missile, developed and produced by Hughes Aircraft Company, was - 
outfitted with a secure, spread spectrum, millimeter-wave data link. The wireless electronic link = 
i replaced the fine steel wires used on conventional TOW missiles. The wireless TOW 2 missile 
successfully flew through cloth net targets at 1,850 meters and 3750 meters, the maximum range for 
TOW 2; Wireless guidance provides the capability for a supersonic, longer-range anti-tank missile. 
range and velocity are not hampered by the length of the guidance wires or the spe 
an unwind from the launcher. - E 
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A Pacific squall 


SAD little drama has been played 

out in the Pacific island-state of 
Vanuatu. It ended with the jailing of 
Vanuatu's first president, Mr George 
Sokomanu, a leading politician, Mr Ba- 
rak Sopé, and two other people. 

They were the casualties of something 
resembling a family feud. The politicians 
of Vanuatu tend to be connected; they 
are either related by blood or are mem- 
bers of the same church or have tribal 
links. Their comradeship was a strength 
when they were campaigning for inde- 
pendence. Mr Sokomanu himself raised 
the new country’s flag in 1980 when Brit- 
ain and France ended their joint rule of 
the islands previously called the New 
Hebrides. Mr Walter Lini, the Anglican 
priest who became prime minister, 
cheered him on. 

The two men and Mr Sopé, secretary 
of the ruling party, were the closest of 
friends. Vanuatu, they agreed, should be 



























South Korea 


He did say he 
would ask them 


FROM OUR EAST ASIA CORRESPONDENT SEOUL 


HESE are worrying times for President 

Roh Tae Woo of South Korea. His 
army's annual manoeuvres with the Ameri- 
cans, known as Team Spirit, have begun, 
with the North Korean army watching fully 
mobilised from across the border. Exports 
are growing at their slowest for three years. 
The unions want an average pay rise of 27%. 
Workers in Seoul’s underground railway 
who have been going slow have threatened 
an all-out strike. A conservative cabinet 
minister, complaining that more should be 
done to squash left-wing radicals, has ten- 
dered his resignation. On top of all that, Mr 
Roh is preparing to fulfil an ill-advised 
promise he made before his election: to sub- 
mit himself to an “interim test” a year after 
taking office. 

The anniversary fell in February. This 
week, after three apparent postponements, 
Mr Roh's plans were still unclear. He is ün- 
decided whether to chance his presidency 
on a genuine referendum: were he to do so, 
and win fewer than half the votes, he would 
be under pressure to resign. The less risky 
option is to present the electorate with a bal- 
lot paper, but to describe it merely as a sort 
of opinion poll on his policies, with nothing 
in particular hanging on the outcome. 

Mr Roh seems to incline towards the 
second test, and wants to hold it in the mid- 
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a beacon of radicalism. Vanuatu de- 
nounced France for its nuclear tests and | 
supported the Kanaks' campaign for in- | 
dependence in New Caledonia. It signed | 
a fishing deal with Russia, much to the 
annoyance of the Americans. | 
At home, though, the politicians be- | 
gan to fall out. Mr Sopé admired Major- 
General Sitiveni Rabuka, who led the 
military takeover of Fiji in 1987. Mr Lini, 
a staunch democrat, did not. Last year 
Mr Sopé made two attempts to depose | 
Mr Lini, who had suffered a stroke. In 
the first he was defeated by a vote in par- 
liament. In the second he persuaded Mr 
Sokomanu, his uncle and the then presi- 
dent, to dissolve parliament and appoint 
him prime minister. Mr Lini, now recov- | 
ered, had them arrested, thanks to the | 
| 
| 








loyalty of Vanuatu's little police force. 
The two men were jailed on March 7th. 
Mr Sopé got five years for treason, Mr | 
Sokomanu six years for incitement to | 
mutiny. On March 13th Mr Lini an- 
nounced a new cabinet of ten men good 
and, he hopes, true. 


dle of April. But, in risking nothing, he can- 
not gain much either. Voters would hardly 
rush to the polling-booths to answer dull 
questions on his policies: the president's 
main achievement, like Talleyrand's after 
the French revolution, is merely to have sur- 
vived. A low turnout and a low margin of 
victory would leave him, as now, facing two 
oppositions: one of them in parliament, and 
rather ineffectual; the other, more violent, 
from students and other radicals on the 
streets. 

Further, it is not clear that Mr Roh will 
be able to play safe even if he wants to. True, 
he has got the smallest and most conserva- 


tive of the three opposition parties to agree 


to an opinion-poll referendum. And more 
surprisingly, he has persuaded Mr Kim Dae 
Jung, an ex-firebrand who leads the biggest 
opposition party in parliament, not to insist 
on making the referendum a resigning mat- 
ter should he lose it. But on March 13th the 
leader of the second-biggest opposition 
party, Mr Kim Young Sam, refused to go 
along with mere opinion-sounding. He an- 
nounced a national campaign to oust Mr 
Roh. "The government is engaged in a dirty 
political game," he said. This means that, 
however Mr Roh phrases the question, 
many voters will now see the plebiscite as a 
vote of confidence in the president. Embar- 
rassingly for Mr Roh, his own party chair- 
man admits as much in public. 

The president may yet be thankful. If he 
is forced into a straight referendum, he 
could score a better tally than the 3796 he 
polled when he was elected. The ruling p>r- 
ty's opinion polls suggest that, offered 
choice of Mr Roh or chaos—and the party 
would try hard to put it that way—57% of 
the voters would take Mr Roh. 

The figure might be higher if Mr Roh 
had escaped from his past. Before he became 
president, he was a general, closely associ- 
ated with the military dictatorship of his 
predecessor, Mr Chun Doo Hwan. After Mr 
Chun was persuaded last November to 
make an apology on television, give up his 
personal fortune and retire disgraced to a 
mountain monastery, President Roh told 
the nation the matter should be closed. It 
has not been. Although some arrests have 
been made, the opposition will not be satis- 
fied until Mr Chun is made to testify before 
parliament. lt wants to see the men who ran 
Mr Chun's Korea, now known as the Gang 
of Six, behind bars. This is all a great and 
continuing nuisance to President Roh. 








Kim Dae Jung and President Roh in surprising agreement 
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The Wright stuff 


WASHINGTON, DC 


“TT HE purgatory of Washington politics is 

À now crowded with public figures who 
have fallen from grace and power because of 
ethical lapses. Their sins range from the in- 
dictable offences of Reagan cronies to the 
weekend indiscretions of Senator Gary Hart 
d the lack of footnotes in Senator Joe Bi- 

. n's presidential-campaign speeches. Mr 
John Tower is the most recent casualty of 
this resurgence of moralism in American 
politics. He will not be the last. 
: The ethics committee of the House of 
Representatives lias spent nine months and 
more than $1m on a preliminary investiga- 
tion of the Speaker of the House, Mr Jim 

. Wright of Texas. Having gathered huge 
- quantities of evidence in the congressional 
_ equivalent of a grand-jury investigation, the 















. F f an indictment. Mr 
ight's hold on his job as Speaker (and by 
- extension his power as a leader of the Demo- 
“grats in the House) is at stake. 

— Under scrutiny are Mr Wright’s rent- 
« free use of a flat in his Fort Worth congres- 
onal district and the lucrative royalty pay- 
nts’ he received for a thin volume 
hed for him by a long-time political 
y. The question is whether those deals 
ed him to dodge the limits that House 
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rules set on the money and gifts which mem- 
bers of Congress may accept from outside 


interests. The committee is also looking into 


allegations that Mr. Wright leaned too 
heavily on federal officials in his zeal to help 
financial interests in Texas. 

Whether or not the committee decides 
there is enough evidence to warrant formal 
charges against Mr Wright, it is clear that 
the ordeal has already made his colleagues 
nervous. Mr Wright himself is the worse for 
wear. He still voices confidence that he will 
not be deposed from the House leader- 
ship—no Speaker in history has ever been 
forced out in mid-term—but he has said 
that he would not run for a third term as 
Speaker if the ethics inquiry eroded his sup- 
port among House Democrats or made him 
an ineffective leader. 

Mr Wright resolutely denies any wrong- 
doing. But he now concedes that the ethics 
committee might justifiably conclude that 
he had shown bad judgment. 

It may be harder for Democrats to let 
him off lightly in the wake of the nasty Sen- 
ate battle over Mr Tower's nomination, 
which centred on the former senator's pri- 
vate life. Some Republicans, embittered and 
seeking retribution for what they saw as a 
partisan vendetta against their new presi- 
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The ethics committee is sifting thre 
a smorgasbord. of allegations against 
Wright, which have been exhaustively 
tigated by the Chicago lawyer, Mr Ri 
Phelan, who was hired by the committe: 
summer to head the investigation. In | 
ary Mr Phelan submitted a voluminou 
port on his findings; the committee 
been meeting behind closed doors eve 
since. Even some committee staff have n 
been privy to the goings on. 20 CHR 

The report has been kept under wraps, 
but word has leaked out that the most trou- 
blesome charges facing Mr Wright involve 
his financial links with a Texan developer 
Mr George Mallick, whose family for a time 
owned the Fort Worth flat used by Mr 
Wright and his wife. The Speaker says the 
arrangement was partial compensation fo: 
work his wife did for Mr Mallick in an in. 
vestment company the two men formed 
with their wives. But Mr Phelan reportedly 
told the ethics committee in its confidentia 
sessions that Mrs Wright's job did n 
amount to much more than an excuse to 
help out the Wrights financially. [E 

The question about Mr Wright's b 
is also awkward. He received 5596 roya 
on a cut-and-paste collection of exc 





































































































eflections of a Public Man". It was 
argely at political rallies and in bulk 
o groups such as the Teamsters. Crit- 
uggest that the interest in Mr Wright's 
tions by such groups may not be alto- 
er literary. A way for supporters to put 
ey in Mr Wright’s pocket, they say. 
As for his intervention with federal 
k-regulators on behalf of three execu- 
of Texas property and savings-bank en- 
rises, Mr Wright says he was, like all 
rnembers of Congress, simply going in 
at for constituents having trouble with 
ral agencies. The question is whether he 
ed the line between what congressmen 
‘constituent service” and the kind of 
ying that lawyers call “undue 
fluence”. 
Whether Mr Wright fully recovers from 
is fracas hinges on what the ethics com- 
ittee decides. He could easily survive a slap 
1 the wrist.—such as the rebuke for "bad 
judgment” he seems to expect. Mr Wright is 
ying to appear contrite at the same time as 
ullishly insisting that he did no wrong. But 
the committee were harsher and recom- 
ended any punishment, it would doubtless 
t off a clamour—at least from Republi- 
cans—for him to step down as Speaker. 
Whether any Democrats joined in such de- 
mands would depend to a large extent on 
how much of a political liability they 
thought Mr Wright had become for the rest 
of them. 4 | 
> ke is probable that Mr Wright will re- 
main as Speaker, but without much author- 
ity. After he became Speaker in 1987, he 
started seeking a role in national policy. He 
called for new taxes to reduce the deficit 
vhen such things were not discussed in po- 
ite company by Democrats, and later 
ashly carved out a role for himself in Cen- 
ral American diplomacy. He has taken on 
comparably high-risk political ventures 
y—except his attempt in January to sal- 
ge an ill-fated proposal to raise congres- 
ional salaries by half. 
- A quieter, weaker Mr Wright might be a 
elief to some Democrats who would, in any 
vent, rather prefer their party’s leading 
pokesman to be their new majority leader 
n the Senate, the squeaky-clean, telegenic, 
adly protectionist Senator George Mitchell 
of Maine. And it might suit the Republi- 
cans’ political purposes for Mr Wright to 
stay in his current position, "a focal point 
for animosity’. an" 
© Mr Edward Rollins, a former Reagan of- 
ial who is now the head strategist for Re- 
ublican House campaigns, has promised to 
ploit the Wright affair, making ethics in 
general and Mr Wright in particular an issue 
n the 1990 congressional elections. That 
ctic may backfire. The Democrats need 
reply, smiling sweetly, with the names 


Tower and Mr Ed Meese. 
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Almost perfect - 


WASHINGTON, DC 


N SUFFERING the Senate's scrutiny for 
the post of defence secretary, Mr Richard 
Chenev faced few of the tortures that were 
inflicted on his hapless predecessor, Mr 
John Tower. He had none of Mr Tower's 


flaws. He married his high-school sweet- _ 


heart 25 years ago, drinks sparingly, and has 
spent almost all his career in government 
without lucrative dips into the military-in- 
dustrial complex. In ten years in Congress 
he has made as many friends as Mr Tower 
made enemies. His tise in the 1980s in the 
House of Representatives (to the second- 
ranking position among Republican mem- 
bers) was as meteoric as his rise through the 
White House hierarchy to chief of staff un- 
der President Gerald Ford in the 1970s. The 





Thanks for showing me where it is 


only drawback is that he has never dealt di- 
rectly with issues of defence. - 

Ignorance of the defence industry is no 
virtue, said Mr Tower, just before the axe 
fell. Has the administration swapped a 
flawed veteran for a squeaky-clean naif? Mr 
Cheney cites his service on the House Intel- 
ligence Committee. Mr Dave McCurdy, a 
colleague of his there, says Mr Cheney knew 
how to take on the armed services when 
necessary. 

Mr Cheney was also the senior House 
Republican on the Iran-contra committee. 
He has been active in debates about nuclear 
strategy, generally favouring the MX missile 
rather than the Midgetman supported by 
Congress and by the national security ad- 
viser, Mr Brent Scowcroft. But he has never 
been a soldier and never dealt directly with 
the defence bureaucracy. | 

In Europe that might seem to be an ad- 
vantage. Mr Cheney comes fresh to the chal- 
lenge of grappling with the allengorging 


services, which Goldwater-} 


SUAE 


‘week in a report fro - 


ing Office, Congress's investigative arm. lt 
was looking into how well the Pentagon had 
complied with the Goldwater-Nichols Act 
of 1986, the last attempt at reforming the 
Defence Department. | 

_ The report concentrated on one narrow 
point: financial management for each of the 
Nichols said was 
often duplicated by civilian and military 
staff and should be concentrated under a ci- 





vilian assistant secretary for each service. 


The Gao found that the army had complied 
with the law, the navy had done nothing 
and the air force had put the civilians under 
the military staff. o | 

Mr Tower, in the only policy speech he 
managed to deliver while secretary-desig- 
nate, committed the Bush administration to | 
the reform of management and weapons. 
procurement in the Pentagon. He had : 

— «ready started a study on how to impie- 
-. ment the Packard committee's recom- 

mendations on procurement—the 
other reform effort of 1986—and 
"promised to announce a course of ac- 
^ tion for reform by May. The Penta- 
gon, said Mr Tower, mixing his meta- 
phors, is like an arthritic turtle, it- 
is choked by a thicket of laws and un- 
speakably ponderous regulations. He 
promised to wring out every ounce of 
inefficiency. | 

Mr Cheney echoes the theme. He 
was on the committee of a joint study 
of defence reform by the Johns Hop- 
kins Foreign Policy Institute and the 
Centre for Strategic and Interna- 
tional Studies, which recommended 
options for further reform. That re- 
port emphasised keeping Congress's 
fingers out of the pie, a favour**~ 
theme of Mr Cheney’, | a 

[n an essay written for a conference in 
Washington this week, Mr Cheney 
lambasted the Speaker of the House, Mr Jim 
Wright, and Senator Jesse Helms for their 
repeated interference in foreign affairs, espe- 
cially over Central America and the War 
Powers Act. Congressional aggrandisement, 
Mr Cheney said, leads to "vacillation, 
credit-claiming, blame avoidance and 
indecision. 

Mr Cheney fits the Bush foreign-policy 
team well, He is a fishing companion of the 
president. He worked closely with Mr Jim 
Baker on the 1976 Republican presidential 
campaign. And he ran the White House 
when Mr Brent Scowcroft was national secu- 
rity adviser under President Ford, Like the 
other three, Mr Cheney is a conservative 
who distrusts Russian intentions—but a. 
pragmatic one, who argues from logic not - 
prejudice. ide n eod 
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First Class passenger. 






So we have designed our new 






service totally around. your 









comforts, in every detail in |] 





every area, on the ground as 
well as in the air. 

Now, wouldn't it be a shame 
to spoil all that with a carpet 


that's thirteen weeks old? 








BRITISH AIRWAY 





The worlds favourite airline. 













. Fiona Hamilton is a stewardess for 
British Airways. She flies on the airline's 
. long-haul routes out of London, but 
actually lives hundreds of miles away 
in Scotland. 

Arriving back in London from an 
overnight flight, Fiona's first stop is at 
the airline's Staff Travel Centre to buy a 
ticket for a Super Shuttle flight home to 
Edinburgh. 

Standing in a line waiting for a ticket 
does not make her smile. Fujitsu to the 
rescue. | 








Number one 
computer maker 
Fujitsu, Japan's number one com- 

puter maker, recently helped British 
Airways relieve the problem of queuing 
at its Staff Travel Centre at Heathrow 
Airport London by designing and manu- 
facturing a very special printer to form 
the heart of an automated ticketing sys- 
tem built by the airline itself. The system 
(photo, right) allows staff to bypass the 
ticket counter and issue their own tickets 
to a range of destinations. The printer 
is no simple printer, but an intelligent 

. device which not only prints tickets and 
boarding passes but also magnetically 





The global computer & communications company. `a i 
















HELP FIONA HAMILT 


encodes them so that they can T read 
and verified by computer. 


World's favourite - 
airline . 
It takes a special kind of company 
to impress the world's favourite airline 
and that's exactly what Fujitsu is. The. 
company is not just Japan's top. com- 
puter maker, it is also one of the world 
leading telecommunications maie ~ 
with almost 100,000 employees and | Me 
projects completed in a hundred ¢ d coun- o 
tries. It is a high tech giant that's a major Te | Ses m 
force in the global information revoluti On; 
a company that makes surprising new - C HE — Dm 
systems that can do important things. T ub e 
Like keep Fiona Hami Iton smi ind. osos 


pawn’ 





The British Ainas self service t ke 
for staff was designed around a F ujitsu i 
printer. It is as easy to operate as an auton 
teller machine. | 
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The minimum wage 


Wages of 
politics 


NE of Mr George Bush's silliest elec- 
tion promises was to raise America's 
minimum wage. True, he suggested a new, 
lower training wage to reduce the conse- 
quent risk of job losses among the young. 
But his promise has reopened the subject af- 
ter an eight-year freeze in the minimum 
wage had led some hopeful economists to 
think it might wither away altogether. And 
he is now heading for a hard tussle with 

Congress on the details. 
À minimum wage of 25 cents an hour 


was introduced by Franklin Roosevelt in 
1938, It has since been raised 15 times and 





Fruitless to protest 


WASHINGTON, DC 


A LEAST in the Garden of Eden only 
one kind of fruit was forbidden. In 
America by March 15th, it was unwise to 
eat just about any fruit. All fruit imported 
from Chile was deemed unsafe after 
grapes with puncture holes were found to 
contain traces of cyanide—as predicted by 
an anonymous telephone call to the 


American Embassy in Chile warning of 


just that. Chile provides a large propor- 
tion of the fruit consumed in America in 
the winter. Meanwhile, home-grown ap- 
ples were banned from many schools after 
a study claimed, by wildly extrapolating 
from long-discredited evidence, that a 
chemical used to make apples redder was 
giving children cancer. 
Both cases illustrate in different ways 
| the power of those who would exploit 
mass hysteria. The cyanide poisoning 
probably came from Chilean terrorists, 
| whose aim was to disrupt trade and hurt 
| Chile’s economy. They succeeded. All it 
| took were two grapes in Philadelphia, nei- 
ther containing enough cyanide to make 
you ill, to make the Food and Drug Ad- 
ministration advise Americans not to eat 
Chilean fruit. People, and shops, followed 
the advice with alacrity. 
| Chile accounts for almost all the 
| grapes, nectarines and plums on sale in 
| the United States at this time of year 
(which is peak season) and many of the 
| raspberries, blackberries and melons. 
| Chile's fruit exports to America earn 
| about $200m a year and account for a 
third of all imported fruit on American 
shelves. In the absence of an inspection 
for the whole crop, Chile's exports looked 
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reached its present level of $3.35 by the start 
of the Reagan years. Throughout this pe- 
riod, two things have been clear: that a mini- 
mum wage reduces job opportunities, espe- 
cially for the young, the disadvantaged and 
minorities, and that its effect on poverty is 


tiny. 

Mrs Elizabeth Dole, the Labour secre- 
tary, has spent the past two weeks sturdily 
explaining these points to congressional 
committees. Her department reckons that 
an increase in the minimum wage from 
$3.35 to $4.65 (favoured by Democrats) 
would result in 650,000 fewer jobs. Mrs 
Dole also points out that fewer than 1096 of 
those who get the minimum wage come 
from poor families—the rest are part-timers 
or in families with more than one income 
(see chart on next page). So the minimum 
wage is a classic case of a policy that misses 
its target and has damaging side-effects. 

Mrs Dole's testimony amounts to a 


likely to stay off American shelves for 
weeks. Several other importing countries 
followed America's jittery example. 

The case of the apples illustrates the 
power of a well-crafted publicity cam- 
paign. At a cost of $25,000, the Natural 
Resources Defence Council hired a pub- 
lic-relations firm to help publicise a report 
it was preparing on eight chemical addi- 
tives in fruit. The most potent, account- 
ing for 9096 of the calculated risk, was 
daminozide, known to farmers as Alar. It 
is a chemical that some apple growers use 
to make apples redder, firmer and more 
resistant to rotting in storage. The NRDC 








strong argument for no increase, even for 
abolition. But she is hemmed in by her presi- 
dent's campaign pledge. So she has pro- 
posed a rise phased in over the next three 
years to $4.25; and a six-month "new hire" 
or training sub-minimum wage that would 
be left at $3.35. Mrs Dole reckons this plan 
would limit job losses to at most 200,000. As 
a small sting in the tail, she has been telling 
all who will listen that the president will veto 
legislation that diverges even by one cent 
from the administration's plans. 

Congress is not impressed. In a glorious 
non sequitur Democrats say that the fact 


that employment went on rising after previ- _ 


ous jumps in the minimum wage shows that 
a higher minimum wage does not cut job 
opportunities. The Labour committees in 
both the House and the Senate have passed 
broadly similar bills that would raise the 
minimum to $4.65 and make no provision 
for a training wage. In the Senate (but not in 


persuaded Miss Meryl Streep, the actress, 
to champion its cause and issued its report 
exclusively to the sensationalist CBs pro- 
gramme, “60 Minutes". So concerned 


was it to give CBS the exclusive story that it | 


got Miss Streep to lean on Newsweek to | 
try to stop it breaking the news. | 
The campaign was a triumph. One by 
one school districts stopped serving ap- 
ples and apple products in school cafete- | 
rias: first in New York, then in Los Ange- 
les, San Francisco and Chicago. Miss | 
Streep dropped in on the White House to | 
talk to Mr Boyden Gray, one of Mr Bush's | 
advisers, and was called to Capitol Hill to 
testify before a Senate subcommittee. By 
Washington standards, it was a job well 
done. The Environmental Protection 
Agency's protests that NRDC was seriously 
misleading the public got less publicity | 
than any one of Miss Streep's remarks. | 
The agency soon caved in and agreed to | 
ban the chemical anyway. | | 
Few paused to assess the science on | 
which NRDC's report was based. The | 
group took some old toxicology studies | 
that an EPA scientific panel had rejected in. | 
1985 as flawed, ignored some new ones | 
commissioned by the EPA which showed 
daminozide as causing only benign tu- 
mours in mice (and not rats) only at ab- | 
surdly high concentrations, did a small | 
survey of how many apples children eat, | 
inserted a factor for the greater vulnera- | 
bility to cancer of children than adults, ig- 
nored the fact that 9596 of apples never 
have daminozide applied to them, and | 
came out with a figure: that one in 4,200 | 
children is likely to get cancer solely be- | 
cause of eating contaminated apples, 100 | 
times the risk the EPA calculates. The EPA. | 
says the data were discredited and the | 
logic faulty. | 
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Target missed 


minimum wage 





-the House) this even attracted some Repub- 


lican support. 

But the threat of a veto will not be com- 
pletely ignored. The two relevant committee 
chairmen, Representative Augustus Haw- 
kins and Senator Edward Kennedy, are 
likely to accept a sub-minimum training 
wage so long as it is restricted to three- 
month hires and is genuinely used for train- 
ing. They claim the administration’s sub- 
minimum could encourage a six-monthly 
churning at the lower end of the labour mar- 


ket with no real training. If Mrs Dole is to be 
believed, the president will still veto the 
minimum-wage bill, although some Demo- 
crats claim they will have enough votes to 
override him. 

Out in the real world, the course of the 
economy will be more significant than the 
minimum wage for both jobs and pay. Feb- 
ruary's official unemployment rate fell to 
5.196, though it is higher for the young and 
for minorities. Wage-rates are moving up, 
and a sharp increase in the minimum wage 
could push them higher. Already in some 
parts of the country it is hard to find anyone 
who will work for the minimum. Demo- 
graphic change points to a growing labour 
shortage in the 1990s that will reinforce 
these trends. 

As if to underline the irrelevance of 
Washington, there is growing local variation 
in minimum-wage laws. Nine states already 
have a minimum wage above the federally 
mandated level of $3.35. Given quite sharp 
regional differences in unemployment, wage 
rates and poverty levels, the case for allow- 
ing state legislatures to decide whether they 
want a minimum wage and at what level 
looks pretty strong. 





College sports 


Play up and play on 


WASHINGTON, DC 


MERICA is once again engrossed in one 
of its national sports. The game is 
called “violation”, and it is played like this: 
the sports departments of various universi- 
ties break all kinds of rules governing the 
way they attract athletes to their campuses 
and keep them there; discipline is laughable; 
the athletes do not get much of an educa- 
tion; the referee, the National Collegiate 
Athletic Association, blows the whistle and 
imposes a penalty; the game begins again. 

The latest loser in the game is the Uni- 
versity of Oklahoma, an American-football 
power. In December, the NCAA imposed a 
three-year probation on the football team 
(no television, no "bowl games’’) because of 
alleged “recruiting” violations. This means 
that various supporters were over-zealous in 
trying to persuade high-school sports stars 
to apply for admission to Oklahoma. One, it 
seems, gave a car and weekly payments of 
$400 to a prospective student athlete. The 
NCAA said the school lacked “institutional 
control” over the football team. 

Quite so. There followed a string of alle- 
gations of criminal activity against some of 
the players. Within three weeks, three foot- 
ball players were arrested for allegedly rap- 
ing a woman, one player shot another after a 
late-night argument, and the team's quarter- 
back, who was regarded as a team leader and 
lectured youngsters on the evils of drugs, 


38 


was arrested for allegedly selling cocaine to 
an undercover FBI agent. All this prompted 
the university's governors to rule that ath- 
letes charged with crimes cannot play while 
the allegations are pending. 

The university says that the incidents 
are unrelated, but its case is weakened by 
similar events at the University of Colorado, 


P 
~- «i 


mA sr. A ELE: : 
Pay negotiations? 


which plays in the same conference (league) 
as Oklahoma. In the last three years, at least 
24 players at Colorado have been arrested, 
mainly for brawling and assault. 

The trouble is not limited to football. 
North Carolina State's otherwise excellent 
basketball team is currently the subject of an 
NCAA probe. It began after it was reported 
that a forthcoming book would detail inci- 
dents of grade fixing, improper payments to 
players, and tampering with drug-test results 
by the team's coach and supporters (all, pre- 
sumably, to keep star players at the univer- 
sity). After the university denied the charges 
and the state's attorney-general threatened a 
libel suit, the publisher, Simon & Schuster, 
decided not to publish the book. But the 
publicity generated by this affair revealed 
that only 11 of North Carolina State's bas- 
ketball players recruited since 1980 have 
graduated. 

It is, of course, money that drives college 
sports and makes rule-breaking attracti' 
Last vear, for example, the University oi 
Kansas's basketball team won the college 
basketball championship. That earned it 
nearly $1m in ticket sales alone (plus 
$675,000 from its conference, primarily 
from a cable-television contract and tourna- 
ment appearances). It would also normally 
bring Kansas publicity, donations from for- 
mer students, and more interest from televi- 
sion in showing—and paying for—its 
games. But Kansas will not be able to defend 
its title this season. The NCAA placed it on 
three-year probation—punishment for a re- 
cruiting violation. 

Rule-breaking is clearly rife in college 
sports. According to the Chronicle of 
Higher Education, since 1980 nearly half of 
the 106 colleges with serious football pro- 
grammes have been punished for breaking 
the rules. The NCAA has accordingly come 
under attack for having its priorities wrong. 
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Instead of worrying about catching recruit- 
ing violations, some critics say, it should try 
to lower the financial stakes in big-time col- 
lege athletics. Or it could just call the ath- 
letes professionals and have done with it. 





Drugs 
Who pays 
the bill? 


SAN FRANCISCO 


HE tremendous costs of fighting the 
war against drugs are just beginning to 
strike home. They are not confined to the 
federal government, which spent $3 billion- 
4 billion in 1988, partly on enforcement of 
the anti-drug laws, but mostly on other anti- 
drug programmes. Attention is now shifting 
the burden thrust on the states, cities and 
counties. Hospitals, schools, public-housing 
estates, even playgrounds are finding them- 
selves in the front line. 

Victims of gang wars among drug traf- 
fickers are pouring into hospitals from the 
battlefield of the streets with wounds caused 
by assault guns (importing them has now 
been banned by President Bush). Emer- 
gency wards are sometimes swamped. A re- 
cent study in the Journal of the American 
Medical Association estimated the annual 
cost of treating gunshot wounds to be $1 bil- 
lion; 85% of the cost is borne by the tax- 
payer. Other heavy costs are incurred when 
babies are found to be addicted to drugs. 
Even hospitals whose clientele is mostly 
middle-class are discovering newborns al- 
ready addicted to cocaine. Such infants 
need treatment that is lengthy as well as 
expensive. 

Schools are discovering that anti-drug 
-"ogrammes are becoming a big addition to 

eir work. Even housing authorities are 
having to take a more active role to prevent 
their premises from becoming drug markets, 
particularly for cocaine and its even more 
dangerous derivative, crack. In San Fran- 
cisco, for example, the city is spending 
$2.5m just to rid two housing projects and 
one playground of crack gangs, even though 
the city has a budget deficit. The San Fran- 
cisco Chronicle estimates that the city spent 
$72m last year in battling crack—three 
times what it spent on AIDS. 

Last year Congress passed the Anti- 
Drug Abuse Act, authorising $1.2 billion in 
four grants-in-aid, to be spent by local com- 
munities on law enforcement, education, 
treatment and prevention. The money for 
law enforcement (which in 1986 claimed the 
lion's share) was reduced sharply, while 
more was supposed to go to support drug- 
free schools and for treatment and rehabili- 
tation. Unfortunately, because of the bud- 
get deficit, only about $900m has actually 
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A token's throw 


NEW YORK 


HEY' VE built a new skyscraper in 
New York. What's new to Manhat- 
tan in that? you may say. The answer is 
that the new, shining pillar is not in 
Manhattan but across the East River in 
| Queens, the city's untrendy borough 
known to many people only as the home 
| of Archie Bunker and Mrs Geraldine 
Ferraro. The building belongs 
Citicorp, which will soon move 
more than 4,000 of its employees 
there from various offices in 
Manhattan. 

The new Citicorp tower would 
be eye-catching in its own right, 
standing 660 feet tall with 48 
floors encased in a shell of post- 
modernist green reflecting-glass. 
| In Queens it is eye-riveting, for it 
stands alone, dwarfing the sur- 
rounding warehouses, factories 
and flats. It doesn't domi- 
nate the Queens skyline; 
it gives it one. 
| Citicorp reportedly 
| spent about $250m on 
| the new building, but it 
should recoup that 
money rapidly. In Man- 
hattan, the company says 
it was leasing space at be- 
tween $40-60 per square 


| foot (by comparison, the 


been appropriated. Even the original sum— 
$1.2 billion— was just about what Los Ange- 
les county, with a population of 8.5m, esti- 
mates it needed to spend on drug abuse in 
1987. It now needs more. 


to 








Another day, another dollar 
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cost per square foot of the new office 
would be about $28, were it leased rather 
than owned). Such savings, along with - 
tax breaks from the city designed to en- 
courage development in the outer bor- 
oughs, mean that Citicorp's lonely stat- 
ure in Queens will be short-lived. There 
are already plans for a water-front devel- 
opment in Long Island City (where the 
Citicorp building stands) and the Inter- 
national Design Centre of New York had | 
already moved there before Citicorp did. | 
Other boroughs too are at long last ex- 
periencing a spil.-over from 
Manhattan. Chase Manhattan, 


for one, is moving 5,000 employ- 









in Brooklyn between Brooklyn 
Heights and Fort Greene. 

As for Citicorp's employees, 
the move will not be too 
dispiriting. The new building is 
only one subway stop from one 
of Citicorp's midtown Manhat- 
tan buildings, the famous 915- 
foot, angle-roofed land- 
mark on 53rd Street. The 
subway is accessible from 
both buildings, meaning 
Citicorp’s workers will be 
able to take public trans- 
port from one building to 











going outside. What the 


east of Manhattan re | 
mains to be seen. | 


Hazardous waste 


Not here, y'hear 


COLUMBIA, SOUTH CAROLINA 


"m IT'S not good enough for you, it's 
not good enough for us." Thus Mr 
Carroll Campbell, South Carolina's gover- 


AMERICAN SURVEY 


| 

| 

| 
ees to Metrotech, a development ||. 

| 


another without actually | - 


nor, as he closed his state's hazardous-waste _ 


dump to 32 states that had been shipping 


their waste there. These states all have laws 


barring the burial of toxic trash such as 
arsenic, lead and mercury within their own 
borders. State environmental officials sta- 







corned beef on rye is like | 


AX 


tioned additional guards at the landfill to ` 


turn back lorries from the offending states. 


Before the ban, about 40 lorries dumped 


waste each day—leaving a total of 135,000 - 


tons annually. 


Mr Campbell's tune is familiar. In 1985, 


Governor Richard Riley threatened to close 
South Carolina's low-level nuclear-waste 
dump (the only one east of the Rocky 
Mountains) unless Congress approved a sys- 
tem of compacts making each region respon- 


sible for its own waste. Congress did, in 


1986, five years after the proposal was first 
39 


2 
p 





awe RR UT 








introduced, and the dump remained open. 
Mr Campbell is saying more forcefully that 
South Carolina is also tired of being a 
dumping ground for America’s other 
hazards. 

Neighbouring North Carolina will suf- 
fer most from the ban. It accounted for 30% 
of the toxic waste buried last year at the 279- 
acre landfill, run since 1978 by Gsx Services, 
a Canadian-owned company. North Caroli- 
na's governor and legislators are already 


John J. McCloy 
WASHINGTON,DC 

ONG before John J. McCloy (who died 

last Sunday at the age of 93) went to 

Germany as American high commissioner 
in 1949, he and his friends had settled 
what American policy in Germany must 
aim for. During the war President Roose- 
velt's treasury secretary, Henry Morgen- 
thau, had promoted, and even for a while 
got Roosevelt and Winston Chur- 
chill to agree on, an infamous plan 
to strip Germany of all industry 
and turn it into a rural backwater. 

Two bright men in the war de- 
partment, John McCloy and Rob- 
ert Lovett, whom the admirable 
war secretary, Henry Stimson, 
called his "heavenly twins", col- 
luded with their boss to muster op- 
position. The shreds of the Mor- 
genthau plan that survived in the 
famous directive JCS 1067 were en- 
tirely disregarded by General Lu- 
cius Clay as military governor. By 
the time McCloy took over as high 
commissioner from Clay, with the 
West German republic already 
coming into existence, recovery in 
Germany and in Europe were being 
treated as inseparable, as indeed 
they were. Of the Americans who brought 
this evolution about, McCloy was among 
the most effective. 

His job from 1949 to 1952 was one pri- 
marily of persuading, on the one hand the 
German parties and on the other the 
West Europeans alarmed at German re- 





McCloy had Truman’s ear 


scrambling to start up a previ- 
ously abandoned search for a 
waste-treatment facility. 

They are also proposing to 
repeal a four-year-old ban on 
hazardous-waste disposal in- 
side North Carolina—an un- 
derlying reason for South 
Carolina's  "not-in-my-back- 
yard” decree. Pennsylvania, 
Florida and Tennessee—the 
other states that have been 
shipping the largest amounts 
of hazardous waste to South 
Carolina—will suffer, too. 

One of the banned states, or GSX itself, 
might file a lawsuit charging violation of the 
interstate commerce clause of the Constitu- 
tion if the ban continues. GSX and various 
industries that bury their toxic waste in 
South Carolina have also hired lawyers and 
public-relations troupes to sell their argu- 
ment that letting other states use the landfill 
is better than having waste dumped illegally 
along the side of the road. They also point 





armament, to accept Germany as a full 
contributor to the new European and At- 
lantic systems. He was immensely effective 
and his reputation among political Ger- 
mans remains, to this day, stupendous. 

In private life a very successful New 
York lawyer, McCloy was a short, muscu- 
lar man of immense mental and physical 





energy, crisp, expressive and engaging, 
straightforward in manner and plain in 
speech. As assistant to Stimson in the war 
years McCloy provided in effect the con- 
nection between the political and military 
processes Of decision in Washington. 
Work gravitated to him, and so there were 
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out that GSX has been paying waste fees to 
the state—more than $11m so far—that are 
being used to clean up unregulated “orphan 
sites", and that the company would help to 
clean up its site if there were a spill. This 
argument, however, has been partially un- 
dermined by an environmental study com- 
missioned by the state. It notes that a major 
spill could cost $1 billion to clean up; Gsx is 
insured up to $30m. 

GSX's lawyers say that waste is the prob- 
lem, not GSx. They have a point; the 
amount of hazardous waste snowballs in 
America each year. But South Carolina's of- 
ficials are not likely to relent easily. State 
politicians are under increasing pressure 
from worried and angry voters to limit the 
amount of toxic waste coming in to the 
state. More than ten hazardous-waste mea- 
sures are pending in the legislature. Some of 
the bills would cut GSX's operations sharply. 
Others would phase out the landfill by 199? 


and replace it with alternative treatme 


methods. 








few major actions taken without him. 

Some decisions in which he had a part | 
have caused him to be persistently at- | 
tacked ever since. Though not the author, | 
he was a brisk executant of an operation 
now widely regarded as wrong, the evacua- | 
tion of the Japanese Americans from the | 
west coast after Japan entered the war. It | 
fell to him in 1944 to convey to a 
group of Jewish leaders America's 
refusal to use air power to disrupt 
Naz Germany's extermination 
camps. 

Between the war and his ap- 
pointment to Germany McCloy 
followed Eugene Meyer, whose ten- 
ure had been brief, as president of 
the newly formed World Bank, 
which he established as a viable in- 
stitution. From Germany he re- 
turned to New York and, as chair- 
man of the Chase Bank, managed 
with great ingenuity the merger | 
that brought the Chase Manhattan 

| 
| 





Bank into existence. 

An east coast Republican of the 
old-fashioned and internationalist 
stripe, John McCloy refused full- 
time government posts from then | 
on, but continued to advise and assist | 
both Democratic and Republican presi- | 
dents impartially. Dean Acheson, his 
friend, wrote of him in 1969: “McCloy | 
has for 30 years been as useful and de- | 


voted a public servant, in and out of of- 
fice, as this country has had.” 
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Britain's most important exporter of manufactured goods.” 





"British Aerospace enters 1989 in a strong positio 
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They know that Dubai's Jebel Ali Free Zone 
has introduced exciting trade freedoms and 
benefits, enabling companies to set up 
trading and industrial bases in the 
. Middle East. | 
Just look at these benefits—unique to Jebel Ali. 

. M 100% foreign ownership. 

E Unlimited transfer of profit and capital. 


-E No corporate taxes for a minimum of 15 years. 


æ No personal income taxes 
a No import duties/export taxes. 
a Unlimited cheap energy. 


They also know that with Superb facilities 
including an extensive infrastructure, state- 
of-the-art communications, accommodation, 
hotels, hospitals, security and every modern 
amenity, Jebel Aliis a unique opportunity for 
world markets. 
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INTERNATIONAL 


The road downhill from Makale 


ROM an unobserved corner of a de- 
crepit African empire a guerrilla move- 
ment claims a spectacular victory. The gov- 
ernment denies it. No impartial witness is 
present. Time passes. When it begins to look 
as if the guerrillas must have been telling the 
truth, diplomats and journalists in the em- 
'te's capital start asking what the govern- 
ənt proposes to do about its defeat. No- 

y can get an answer, not even the 
government's Soviet advisers. This is not an 
Evelyn Waugh novel, or not quite. It is Ethi- 
opia this March and, maybe, a turning-point 
in the Horn of Africa. 

It now seems clear that the reports in 
late February of the Ethiopian army's expul- 
sion from the province of Tigre, treated with 
understandable caution at the time, were 
correct. It is said that the army, having been 
pushed back into the provincial capital, 
Makale, had to abandon even Makale be- 
cause the Russians had withheld the 
ammunition and supplies needed to 
hold on to the town. The loss of Tigre 
means that the Ethiopian govern- 
ment has no safe connection with its 
other embattled northern province, 
Eritrea, except the road to Assab, in 
one cut-off corner; it has to supply 
the other pockets of Eritrea it still 

ntrols by air (Asmara, Keren) or sea 
uvlassawa). The rumour-mill now says 
fighting has moved on southwards 
into Gonder, half-way from Ethio- 
pia’s northern border to its capital. 

This is more than just another ad- 
vance and retreat in Ethiopia's tangle 
of civil wars. The government led by 
President Mengistu Haile Mariam has 
virtually no chance of fighting its way 
back into Tigre and reopening its 
lines of communication with Eritrea 
unless Russia gives it a great deal 
more military aid; and Russia almost 
certainly won t. 

The Russians are currently ex- 
plaining to Americans, to West Euro- 
peans and presumably to President 
Mengistu that the fighting in Ethio- 
pia is like the struggles in Afghani- 
stan, Angola and Kampuchea: a war 
which they want to see ended, and 
whose ending is to some extent with- 
in their power. They are urging Mr 
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Mengistu to strike a deal with his rebels. So 


far there is no sign that he is listening. This 


is risky for Mr Mengistu; but there are also. 
risks for Russia, as well as for a principle ev- — 


ery African government holds dear. 
A deal with the rebels would mean the 


central government in Addis Ababa accept- 


ing that Ethiopia is to become a loose federa- — 
tion, with Eritrea in particular getting a high — 

degree of autonomy. This would be a blow — 
to the Amharic people who created the Ethi- 


opian empire and want to preserve their su- 





premacy, but it would at least save the nomi- 


nal integrity of Ethiopia. It would probably 
be accepted with relief by the other govern- 
ments of Africa, terrified of seeing any Afri- 


can country break up for fear that disinte- 


gration will spread to the other multi-tribal 


~% 


constructs left behind by the colonial pow- - 


ers a generation ago. A federal Ethiopia is 
fine by America and the other interested 
outsiders, as well as Russia. 

The Mengistu regime cannot afford pro- 
longed indecision. The rebels are starting to 
work together efficiently: the Eritrean Peo- 


7 


ple's Liberation Front is said to have helped 


the government's men out of Tigre, and ei- 
ther or both organisations may now be op- 


having fought for a generation, may 
be reluctant to settle for anything less 


may soon find itself confronted by 
something like the de facto secession 


premacy. The sanctity of African bor- 
ders would be cracked, to widespread 
African consternation. 

The Russians are doubtless say- 


Mr Mengistu. The small group of sol- 
diers who imposed their military Le- 
ninism on Ethiopia in 1974 has so far 
held together well; but 


may start to count the cost of defi- 
ance. The current stories of coup 
plots against Mr Mengistu are proba- 


sarily remain so. 
The danger for the Russians is 


him. Defeat can breed desperate reac- 
43 


&- 


than full independence, not just — 
membership of a confederation. If the — 
government cannot beat the guerril- — 
las and will not bargain with them, it 


of the north. Addis Ababa would - 
have lost its fight for Amharic su- 


ing all this to their protégés in Addis — 
Ababa; the nudge in the ribs at — 
Makale was a reminder of the value of 
their protection. This is the risk to 


if Mr | 


Mengistu defies Russia, some of them _ 


y 
i 


the Tigrean People's Liberation Front to get - i 


erating in Gonder. The Eritreans, 


[ 


t 


bly still stories. They will not neces- | 


that Mr Mengistu will ignore theirad- _ 
vice and his Politburo will stand by 






















































lieve it has enough stockpiled arms for a 
unter-attack to reopen the road through 
akale. It can also, if it wants, worsen the 
der mayhem in the Horn of Africa. 

Mr Mengistu, looking for a geopolitical 
use of his troubles, is said to have been 
mplaining that he is the victim of an ex- 
pansionist push southwards by the Muslim 
orld. The long Christian tradition of the 
mharic people may be showing through 
s Marxist veneer; or it may be convenient 
r him to pretend it is. If he is in a mood to 
fy the world, he can step up his aid for the 
-Muslim guerrillas of southern Sudan to 
s west, and the rebels against the govern- 
ent of Muslim Somalia to his east; both 
ose borders are still open to him. 

~ If their advice is rejected, the Russians 
Il have lost the last of the African foot- 
olds they acquired in the 1970s, in a most 
mbarrassing way. Their retraction from 
Mozambique was unostentatious, from An- 
gola skilful. They would leave Ethiopia hav- 
ig been defied by their last African client, 
fter having failed to prevent a decade of 
lisorganisation, famine and military defeat. 
If Ethiopia did break up they would be a tar- 
get for some of the dismay that event would 
generate in black Africa. This would be a lit- 
tle unjust, given their attempt to urge last- 
minute reasonableness on Mr Mengistu; but 
there i is not much justice in the Horn. 


South Africa 


- leadership was once the 
roudest boast of South Africa's ruling 
tional party. President P.W. Botha's 
gh style earned him a nickname as "the 
d crocodile". Now the crocodile's obsti- 
acy is an embarrassment. On March 13th 
] 130 Nationalist members of parliament 


sked Mr Botha, who suffered a stroke in 
inuary, to resign. T wo days later the presi- 
ent abandoned his sick-bed to preside over 
budget-day cabinet meeting. 


ational party can do little to get rid of Mr 


nts impeachment, the college should 
iiia only: when the pon chooses! to 


ns. Then regime in n Addis Ababa may still — 


oted in favour of a resolution that in effect. 


Beyond expressions of displeasure, thé | 


tha. The party dominates the electoral. .- 
ollege that chooses the president, but the | 
onstitution says that, barring the presi- 
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the rest of South Africa could sít back and 
enjoy the spectacle. It is more serious than 
that. Mr Botha's appetite for reform has 
never properly recovered from the township 


violence of 1984-86. In his brief absence, 


however, the National party has shown. 


fresh signs of seeing that blacks’ exclusion 
from central government cannot last for- 
ever. Mr F.W. de Klerk, the new party leader 
who is impatient to take over the presi- 
dency, has injected new urgency into the 
idea of enticing black leaders into constitu- 
tional negotiations. 

To persuade them to talk, the govern- 
ment would have to show that it is in the 
mood to make concessions. Mr Mangosuthu 
Buthelezi, leader of the largely Zulu Inkatha 
movement, has long said his participation in 
any negotiation would depend on the re- 
lease of Mr Nelson Mandela, the most cele- 
brated hero of the black cause. Black leaders 
might also be impressed by the repeal of the 
Separate Amenities Act, which allows local 
authorities to segregate facilities like parks 
and swimming pools. 

Many in the National party would be 
happy for the act to go. It is in any event not 
used in much of the country, and its revival 
in towns won by the far-right Conservative 
party in last October's municipal elections 
has embarrassed those Nationalists fond of 
pronouncing apartheid dead. Last month 
the government said that arrests for contra- 
ventions of the act would cease. 

Much more hangs on the fate of the 


Group Áreas Act, which provides for segre- 


gated residential areas and schools. Out- 
right repeal might push more white voters 
into the arms of the Conservatives. But the 
government is preparing to declare a few ar- 
eas open to residents of all races. On Febru- 


ary 9th Mr Chris Heunis, who was acting 


president during Mr Botha's convalescence, 


took the idea a step further. Now that some - 


South Africans would be allowed to live 


-non-racially, said Mr Heunis, the govern- 


ment might consider allowing them to vote 
that way too. | 


| Mr Heunis spoke with masterly impre- 
 cision, but his suggestion seemed to nibble - 


at his party's insistence that black votes be 
counted differently from white ones. At 
present the constitution provides white, In- 
dian and mixed-race people with separate 
chambers óf parliament. Blacks, excluded 
from parliament, are invited to vote for 
blacks-only local authorities. Mixed voting, 


-` which blacks would dominate by virtue of - 


their numbers, is not allowed. 
^ The. National party dreads majority 


-Tf this fight : were just abis who occu- 
pies the presidential chair of the white man, 


: cils”, omposed of delegates from the vari- 


ous segregated local authorities. Last year 
the three chambers of parliament began to 
hold joint sessions. One or two black people - 
may soon join the cabinet. The government, 
says the finance minister, is willing to share 
power—but not through the ballot box. 

For blacks; mixed institutions are un- 
likely to be good enough: they want mixed 
voting too. Judging from Mr Heunis's Feb- 
ruary speech, the National party is groping 
for a compromise. One idea that appears to 
have caught Mr Heunis's eye is for residents 
of mixed areas to cast their votes together 
on a mixed electoral roll. Another is for 
mixed voting in provincial elections. 

It will not be easy to reconcile white 
fears with black demands. South Africa’s. 
Law. Commission, which the government 
had asked to devise a bill of rights that 
would balance "group rights” against thor 
of individuals, reported on March 10th aft. 
two years of deliberation. It proposed out- 
right abolition of laws protecting. group 
rights (most obviously the Group Areas 
Act). Few members of the government are 
ready for that. Nor are they about to talk to 
the exiled leaders of the African National 
Congress, without whom any constitutional 
settlement would be incomplete. Even if it 
finds a way to rid itself of the old crocodile, 
the National party will still be a long way 
from the decision to dismantle apartheid. 


as rule, but recognises that it cannot keep poli- — 

A tics entirely segregated while mixing in of ` 
| vfices, Shops and parks is increasing all the _ 
> time. Mixed-race political institutions, as. 
' distinct from mixed-race voting, have al- 

ready appeared. Some parts of the country - 
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| the facts ? 





Even if you can speak the language it's 
sometimes hard to decide exactly what you 
are listening to on a news programme. 

Is it a balanced, unbiased summary of 


Or some thinly disguised manifesto 
“masquerading as fact? 

Tune to the World Service from the BBC 
and you know exactly where you stand. 
Each day. c our journa alists, editors and 
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One-party 
pluralism 


FROM OUR SPECIAL CORRESPONDENT IN HARARE 


RITICISM survives in Zimbabwe's one- 
party state. Last year the Chronicle, a 
government-owned newspaper, uncovered 
corruption in the ruling ZANU party. Its edi- 
tor was threatened with arrest, then re- 
moved from his job. Pessimists expected to 
hear no more attacks on the government. 
But in January President Robert Mugabe ap- 
pointed a commission of inquiry. Its investi- 
gations, and continued campaigning by the 
journalists of the Chronicle, have already 
caused the resignation of two ministers, in- 
cluding the minister of defence, Mr Enos 
Nkala. Three more are slipping. 
The scandal involves cars, the prices of 
_ rhich dominate as many middle-class con- 
versations in Zimbabwe as house prices do 
in London and New York. The government 
keeps official car prices artificially low, so 
waiting-lists are endless: Last year cabinet 
ministers and members of parliament were 
allowed, in the name of efficient govern- 
ment, to jump the queue. Several then re- 
sold their cars on the black market, some- 
times receiving three times as much as they 
had paid for them. 

Corruption is not a habit in Zimbabwe. 
Customs officials do not expect bribes; gov- 
ernment tenders are awarded, by and large, 
on merit. That will soon change if the atti- 
tudes revealed by the current scandal are al- 
lowed to go unpunished. Zimbabwe's lead- 
ers, said one member of the government, 
had spent years fighting white rule from the 
discomfort of the bush; could they not now 
be forgiven a little self-indulgence? Such talk 
does not impress most Zimbabweans, least 

@ all the thousands of ex-guerrillas who are 
now unemployed. 

They have other grievances too. Last 
year's merger between ZANU and the opposi- 
tion ZAPU party has ended the small insur- 
gency in the province of Matabeleland. But 
the relief of peace is mixed with doubts 
about the one-party state that the merger 
has created. The chief doubters are the 
Matabele people, who once supported ZAPU, 
and the young, who feel their problems are 
ignored by the country's older leaders. 

Zimbabwe's economy is more diverse 
than most in Africa. When Rhodesia was be- 
sieged by sanctions, it learnt to make for it- 
self many of the things it used to import. Its 
public services are better too: the roads are 
sleekly paved, the water in the cities drink- 
able. Nine years after independence, all this 
is threatened. Foreign exchange is scarce, so 
spare parts are hard to come by; half the 
government's fleet of Land Rovers is said 
not to work. The number of jobs in the offi- 
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cially recorded economy is the same as it was 
12 years ago, but the population has been 
growing by nearly 396 a year. The govern- 
ment reckons about a fifth of the workforce 
is unemployed. Only one in ten of this year’s 
school leavers is likely to find a job. 

To create fresh opportunities, Mr 
Mugabe's market-minded ministers would 
like to attract more foreign investment. The 
government has been dithering over the 
publication of an investment code, which 
might encourage foreigners to bring their 
money to Zimbabwe by making it easier for 
them to get it out again. Others feel that Mr 
Mugabe, who calls himself a Marxist, has al- 
ready been too kind to white businessmen, 
both foreign and native. They want tighter 
controls on the economy and more redistri- 
bution of the rich agricultural land that is 





still owned by white farmers. n 
Until recently, the government's crit tie 
confined themselves to single issues such as 
corruption and press freedom, rather t dl 
declaring themselves in open opposition. In. 
February an advertisement appeared in a lo- 
cal paper urging support for seven of the 
most outspoken critics; all but one immedi- 
ately dissociated himself from the advertise- 
ment. The one man popular enough to start 
a serious opposition party, Mr Edgar 
Tekere, has been insisting he is still a mem- 
ber of ZANU since Mr Mugabe expelled him 
in October. But Mr Tekere is not above e; 
ploiting the corruption scandal. On March 
2nd he declared that Zimbabwe needed a 
new leader and -said he would campaign - 
within the party for a new "national move- 
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ment of our people”. E 








Israel and America 


Tilling the ground, part one 


IVEN what might have happened but 

did not, Mr Moshe Arens, the Israeli 
foreign minister, ought to have gone home a 
happy man. His visit to America this week 
was Israel's first chance to dip a toe into the 
unfamiliar waters of Mr George Bush's 
Washington. The toe emerged unbitten. It 
will now be given a microscopic examina- 
tion in Jerusalem so that Mr Yitzhak 
Shamir, the prime minister, can prepare his 
own, more difficult, visit in April. 

The event that did not happen was 
American pressure on Israel to 
attend an international peace 
conference of the sort the Pales- 
tine Liberation Organisation, 
the Arab states, the Russians 
and most European govern- 
ments have spent the past year 
and a half clamouring for. Presi- 
dent Bush seems to have decided 
that the gulf between Israel and 
the Palestinians is at present too 
wide to bridge by such means. 
Instead, a state department offi- 
cial told the New York Times 
before Mr Arens’s arrival, the 
new American policy was to 
“take our time, till the ground 
carefully and only move when 
we think there is a reasonable 
chance of success.” 

The tilling began on March 
13th, when Mr James Baker, the 
American secretary of state, told 
Mr Arens that the president ex- 
pected Mr Shamir to bring two 
things with him to Washington 
in April. The first was an imme- 
diate programme for reducing 
tension in the occupied West 
Bank and Gaza Strip. In particu- 


Less of this, says Bush 















lar, American officials suggest at 
Israel ends or reduces detentions withou 
trial, cuts the number of soldiers in the big- 
ger towns, releases some prisoners and re- 
opens the schools it has kept closed during 
most of the 16 months of the Palesti 5 
uprising. E 

Fine, said Mr Arens: Israel was just 2 
keen as America on reducing tension in the 
occupied territories (although he was none 
committal on details). He was conspicuously 


less cheerful about the second half of ni 
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rising. He also wants to hear Mr Shamir's 
posals for a final peace that can preserve 
's. safety while meeting the "legitimate 
tical rights" of the Palestinians. Other- 
say the Americans, the Palestinians 
ild see any tension-reducing steps as an 
pt to stop their uprising without offer- 
political gain in return. 

. day after meeting Mr Arens, Mr Bush 
| gathering of American Jews that he 
ained committed to Israel as “a strategic 
Yet this reassurance was coupled with 
i for Mr Shamir to use his forthcoming 
“to “move forward in some way towards 
peace everyone here aspires for." Mr 
mir boasts often of his craving for peace, 
ie cannot now turn up in Washington 
ty-handed. All the same, the demand 
a specific plan puts him on the spot. Is- 
refuses to speak to the PLO, and no 
t Arabs seem prepared to take that 
y's place in negotiations. “We are 
‘ing our brains," Mr Arens confessed in 
vision interview, “to see how we can 
Other countries to come to the peace ta- 
addition to Egypt.” 

Mr Bush’s demand for a peace plan is 
:e only thing that could make April in 
hington uncomfortable for Mr Shamir. 
ecent weeks Palestinian guerrilla squads 
ym some of the smaller factions inside the 
O have made repeated attempts to cross 
nto Israel from Lebanon. Yet the United 
es has firmly resisted all Israel's pleas to 
stop the discussions it has been holding with 
> PLO since Mr Arafat said last December 
he was renouncing terrorism and.rer- 
DE Israel’ s right to exist. 















































discussions to ask the PLO for some ac- 
hasa halt to the Lebanese raids) to 
whatever tension-reducing sugges- 


Ír Shamir takes to Mr Bush. It has 








this amounts to much the same thing as 
Xtiating, albeit indirectly, with the very 


mately, said Mr Baker, direct talks could 
t be ruled out. Take a closer look at that 
















m and the West 
aguely tolerant 


our ISLAM CORRESPONDENT 


HE Muslim world assembled in Saudi 
rabia's capital this week took an 
ie look at the row over Mr Salman 
lie, Ayatollah Khomeini and “The Sa- 
erses", and came down: -autiously on 
de of restraint. The resolution pub- 
d at the end of the 46-member Islamic 








ant Mr Shamir - to come to “Washington ok 
ed only with ideas for calming down the’ 


stead, the Americans intend to. use - 


escaped the notice of thoughtful Israelis cultures: ' 


nisation Mr Shamir claims to revile. 


Mr Arens. There are toothmarks in it. 


. Sunni Muslim countries, the voice of 90% 









"Greener than thou 


| RE greener politicians nicer politi- 
| cians? Perhaps; but politicians they 
| remain. Last weekend an international 
| summit, convened in the Dutch capital 
| atthe behest of Norway, France and Hol- 
land, issued a “Hague declaration” call- 
ing for urgent action to clean up the 
| environment. The three hosts also want 
| to create an international body called 
| Globe to set environmental rules en- 
forceable around the world by the Inter- 
| national Court of Justice, which happens 
| tosit in The Hague. 
| This proposal looks a mite on the 
| bold side given that only 24 countries at- 
| tended the invitation-only conference. 
| The Dutch invited the British, who did 
| not want to come, but not the Belgians 
| or Oreeks, who did. The summiteers 
| then spent much of their time sniping at 
| Mrs Margaret Thatcher's remarks at an 
international save-the-ozone conference 
| sponsored by Britain and the United Na- 
| tions in London. 
| 


Many nations still smart at not being 


invited. Holland’s prime minister, Mr 
Ruud Lubbers, insists this was not a 
snub. The Americans, Russians and Chi- 
nese were not asked to attend so as to 
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Conference Organisation’s meeting on 
March 16th was expected to condemn blas- 
phemy against Islam and possibly boycott 
the book's publishers. It seemed unlikely ei- 


| ther to support or criticise Ayatollah Kho- 
 meini's "death sentence" on Mr Rushdie. 


Yet Saudi Arabia's King Fahd opened the 


meeting with a pointed reference to "our 


tolerant religion". His foreign minister 


added that the world was a place of many 
‘respect for each other’s beliefs” is- 


a “cornerstone” of international life. 

A preliminary Iranian reconnaissance 
around the Gulf, the week before the con- 
ference, had revealed much coolness on the 


 Rushdie affair. That is presumably why the 
-Iranians sent a low-level delegation, led by a 
"minor cleric. The irony is that when a rather 


more belligerent ico meeting called on Mus- 
lim countries to ban "The Satanic Verses" 


: last October the Iranians were not there, be- 


cause they were boycotting the organisation 
over a different issue. 
This is why one should not exaggerate 


the icO's Islamic tolerance in Riyadh this 


week. Most of the Muslim governments rep- 
resented there have no particularly tender 
concern for the principle of freedom of ex- 
pression; many delegations firmly distin- 
guished between “freedom” and "licence". 
They are, however, the governments of 










avoid "superpower rivalry," Mr Lubbers 
said. The president of the European 
Commission, Mr Jacques Delors, agreed 
to attend only after he was assured that a 
proposal to adopt economic sanctions 
against abusers of the environment had 
been dropped in advance... 

After listening to predictions of cli- 
matic warming, rising seas and endan- 
gered harvests, President Mitterrand of 
France and Mr Helmut Kohl of West 
Germany called for. "new principles of 
international law. including new and 
more effective decision-making and en 
forcement mechanisms." The Hague’s 
declarers may have to acquire a little tact 
before the rest of the world agrees to ac- 
cept Globe's policing. | 
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of Islam. Iran is the Shia outsider. | 

. Most of the governments of the big 
Sisani countries—Indonesia, Bangladesh, 
Pakistan, Turkey, Egypt, Saudi Arabia it- 
self—are more or less pro-western and sensi- 
tive to western shock about the ayatollah’s 
call for the murder of Mr Rushdie. They are 
also nervous of what militant Islam might do 
in their own countries and do not wish to 
encourage any manifestation of it. They are 
anxious to prevent Ayatollah - Khomeini 
from capturing the attention of the Islamic 
world again, as he did when his revolution 
expelled the Shah in 1979. 

The: Riyadh meeting stayed relatively 
calm on another issue, the anti-communist 
interim government of Afghanistan 
organised by the Pakistan-based rebels. The 
conference expressed Islamic support for 
the rebels, but many members seemed reluc- 
tant to follow Saudi Arabia’s lead in rec- 
ognising the new body. This was partly be- 
cause, if the Sunnis in Riyadh did not want 
to displease the West on Mr Rushdie, they 
equally did not wish to displease Russia on 
Afghanistan. Butit was also a small, nervous 
nod to lran. The Iranians are irritated that 
the provisional government excludes the 
Shia Afghans who have set up their bases in 
Iran. To have snubbed Iran on that too 
might have smacked of Islamic intolerance. 





EI Salvador 


An election under the volcano 


FROM OUR SPECIAL CORRESPONDENT IN SAN SALVADOR 


AA the bomb went off outside the 
unfinished cathedral, nobody turned 
a hair. The charge was small, the noise worse 
than the damage: no casualties, only a minor 
malfunction in the local electrical switching 
station, saved by its anti-guerrilla cage. With 
an election due on March 19th, and their 
allies standing for the presidency, the bomb- 
ers take care not to hurt the crowds that 
swarm around the stalls and booths selling 
second-hand clothes, hand-made tools, Tai- 
wanese watches and bright children's shoes 
to people who cannot afford to buy them. El 
Salvador's war is for hearts, minds and 
votes, as well as bodies. 

Truce talk is over. The guerrillas and the 
politicians played briefly at peacemaking to 
disguise themselves as nice guys. The guerril- 
las fight on, but cannot win so long as the 
United States supports and arms the gov- 
ernment. The outgoing Christian Demo- 
cratic government cannot eliminate the 
guerrillas so long as its North American ad- 
visers insist that the war be fought by the 
civilised rule-book, without indiscriminate 
slaughter in the poor districts where the 
guerrillas have their bases. The likely winner 
of the election, the far-right Arena party, 
wants to win by junking that rule-book and 
setting its own and the army's killers free to 
fight as dirty as its far-left opponents. 

The heart of San Salvador, the capital, 
is a transitory place. Trade has spilled on to 
the pavements from vacant buildings, 
cracked and crooked from the earthquake 
that devastated the place in October 1986. 
On those grimy facades several left-wing fac- 
tions have scrawled their rival graffiti prom- 
ising bread and freedom to the workers. The 
grafiti have in turn been inefficiently 
splotched over by the public-relations po- 
lice. On top of the mess shine Arena's post- 
ers, patriotic Salvadoran red, blue and white 
overlaid by a cross. No posters brag for the 
Christian Democrats, who are smirched by 
corruption, and whose dying leader, Mr José 
Napoleón Duarte, is due to give up the presi- 
dency on June 1st. 

The voting on March 19th is unlikely to 
decide who takes his place as president. Un- 
less one candidate gets more than half the 
votes cast, a run-off between the two leading 
contenders must follow in six weeks' time. 
The Democratic Convergence, which is 
broadly sympathetic to the guerrillas, is ex- 
pected to come third. For the Christian 
Democrats Mr Fidel Chavez Mena is ex- 
pected to come a poor second. Ten other in- 
significant candidates may gather enough 
votes to deny an outright 5096 to Arena's 
Mr Freddy Cristiani. 

Mr Cristiani is an immensely rich prop- 
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erty-owner and coffee-planter whose former 
estates have been expropriated in exchange 
for worthless government bonds under an 
American-devised land-reform scheme. He 
speaks reasonably and impressively. But his 
party's crowds rise to applaud and adore el 
maximum lider, the cashiered Major Robert 
d'Aubuisson, who most people think is a 
killer. Arena's hot-eyed propagandists de- 
nounce the left-wing delusions of the New 
York Times and the gringo press. Presidents 
Jimmy Carter and Ronald Reagan, some of 
them swear, were dupes of a world leftist 
conspiracy, while President Bush hobnobs 
with notorious Communists like Mikhail 
Gorbachev. 

But El Salvador cannot escape geogra- 
phy, which makes it a tiny pimple under 
North America's groin. The newspaper 
small-ads promise one-way transit to the 
United States for 1,250 colones ($250) in 
advance and $450 in real money on arrival: 
“Travel in safety, with experienced guides.” 
The country's resident population is around 
5l5 m; at least 500,000, maybe Im, Salvador- 
ans now work, mostly illegally, in the United 
States. The country depends on its subsi- 
dies; a tenth of its tiny GDP of $5 billion was 
last year made up of outright American gifts. 

All that largesse has been wiped away by 
earthquakes, and droughts, and the world 
coffee price, and the guerrillas. The lights 
flicker, go out, flash on with a grumble from 
the air-conditioners in the suburbs where 
the prosperous and their American advisers 
sleep uneasily. At night mortar fire echoes 
from the volcano that overlooks the city. 





Chile 


Did | say that? 


FROM A CORRESPONDENT IN SANTIAGO 


ONTRADICTING countless previous 

assertions that he would never allow 
any alteration to Chile's 1980 constitution, 
President Augusto Pinochet has allowed his 
interior minister, Mr Carlos Caceres, to 
meet the country's opposition parties to dis- 
cuss precisely that. Even before March 14th, 
when the first such meeting took place, the 
president was hinting at concessions that 
make the dark days of his 15-year dictator- 
ship seem surprisingly remote. 

Mr Pinochet said he would consider 
ending the ban on Marxist parties, shorten- 
ing the presidential term from eight to four 
years, and abolishing the president's powers 
to exile opponents and close down the Con- 
gress that Chile will acquire next year. He 
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Pinochet looks for ways to stay on top 


said he might also loosen the armed forces' 
grip on the National Security Council, a 
body empowered to overrule the president 
on national-security issues. 

All these reforms would quicken Chile's 
march towards democracy, so they enjoy the 
opposition's support. Yet the president may 
also have a less generous reform in mind. Be- 
cause he lost the presidential plebiscite last 
October, Mr Pinochet is obliged to hand 
over power to the winner of a presidential 
election scheduled for December. The con- 
stitution forbids him to stand for election 
himself. The waiving of this rule, some Chil- 
eans suspect, may be Mr Pinochet’s price for 
his other concessions. 

The changes to the constitution will 
have to be approved by referendum, and 
most Chileans are unlikely to want to offer 
Mr Pinochet the chance of another spell in 
power. Privately, many members of Mr 
Pinochet's government do not expect their 
candidate—whoever he may be—to win the 
presidential election. That gives them an in- 
terest in taking power away from the presi- 
dency and giving it to Congress, where their 
ideas will at least be represented. 

If Mr Pinochet does not stand for the 
presidency himself, he may back his finance 
minister, Mr Hernan Biichi, architect of the 
export-led economic growth that Chile has 
enjoyed for the past four years. The 17 op- 
position parties which joined forces to de- 
feat General Pinochet in last October's pleb- 
iscite want to back a single candidate in the 
December election. They intend to pick 
their man in a few weeks. It is going to be 
hard for any civilian to lead the country if 
General Pinochet, as army commander, 
stays glowering in the background. 
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Weimar it isn't, but watch out 


FROM OUR BONN CORRESPONDENT 


T MAY be a bit early to talk of a grand 

realignment of West German politics, 
but the country's voters have suddenly be- 
come remarkably volatile. January's election 
in Berlin suggested as much; the one in 
Frankfurt on March 12th has confirmed it. 
In both cities the ruling Christian Demo- 
cratic Union was knocked on to the ropes, 
even though its main rival, the Social Demo- 
crats, did not gain much. The winners were 
the fringe parties of left and right, especially 
the long dormant extreme right (see box on 
next page) A worried Count Otto 
Lambsdorff, leader of the liberal Free Demo- 
cratic party, which failed to win seats in ei- 
ther city, said the squeezing of the centre re- 
minded him of the Weimar republic, which 
collapsed into Hitler's Third Reich. 

The irony is that this was widely billed 
as a dull political year. The real battles were 
not expected until 1990, when four big state 
elections and a general election will take 
place. Most pundits thought Berlin would 
be held by the Christian Democrats and the 
Free Democrats, the two parties which form 
the government coalition in Bonn under the 
chancellor, Mr Helmut Kohl. The election 
in Frankfurt was always expected to be trick- 
ier for the Christian Democrats (the city 
used to be run by the Social Democrats). 
But, since the Frankfurt poll was just one of 
the local elections held throughout the state 
of Hesse, it was thought a bit of a sideshow. 

The results have not only shocked Mr 
Kohl and his political friends, they have 
started West Germany's allies worrying too. 
Berlin is about to be ruled for the first time 
by a coalition of Social Democrats and 
Greens, now that the latter have agreed (for 
good?) to renounce violence and tolerate the 
presence of the western allies in the city. The 
same parties look set to run Frankfurt, West 
Germany's financial capital, although there 
is still a chance of a "grand coalition” be- 
tween Social Democrats and Christian 
Democrats there. A lot of Frankfurt's busi- 
nessmen would like that, though grand co- 
alitions tend to swell support for extremists 
of left and right—who between them won 
close to 2096 of the Frankfurt vote. 

Both big parties have been losing sup- 
port in recent years to the political fringes, 
and even to non-party “free voters’ groups” 
campaigning on purely local issues. There 
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has also been a sharp public debate among 
historians which some argue has tended to 
downplay Hitler's crimes and so helped 
make the far right more respectable again. 
But those factors alone do not explain what 
happened in Berlin and Frankfurt. 

All the mainstream parties underesti- 
mated the resentment of immigrants, now 
flooding into West Germany in their hun- 
dreds of thousands. Many are "ethnic Ger- 
mans" coming west from Russia and East- 
ern Europe thanks to Mr Gorbachev's new 
policies; others come from farther afield un- 
der West Germany's (so far) liberal political- 
asylum laws. The far right has been quick to 
exploit the resulting friction in cities where 
jobs and cheap housing are already in short 
supply. Hence the boost for the Republican 
party in Berlin and the still further-right Na- 
tional Democrats in Frankfurt. 

As the party in power in both cities as 
well as in Bonn, the Christian Democrats 
have suffered most from the immigration is- 
sue. They have also been deserted by voters 
angry over new consumer taxes and higher 





The far right has plenty of enemies too 
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medical fees and fed up with the bumbling 


way Mr Kohl's government has handled del- 
icate issues such as the West German role in 
the building of a chemical-weapons plant in 
Libya. 

The other main factor is that the 


Greens—who raised their share of the vote - 


slightly, to 11.8% in Berlin and 10.1% in 
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Frankfurt—have unexpectedly reemerged 


as a partner for the Social Democrats, A 
year ago the party had seemed hopelessly 
split between pragmatic "Realos" and un- 
compromising "Fundis". The question was 
not whether the Greens might form an alli- 
ance with the Social Democrats, such as the 


ill-fated one which collapsed in Hesse two 


p 


>) 


$ 
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years ago, but whether they would survive at _ 


all. 


Now the Realos are clearly on top at na- - 


tional level, as well as in Berlin, once a Fundi 
stronghold, and Frankfurt. A red-green gov- 
ernment in Bonn after the next general elec- 


tion is firmly back on the agenda. That pros- 


pect poses a threat to the Free Democrats, — 
who have played kingmaker in Bonn coali- ` 
tions for decades. It could also propel to the — 
far right even more voters who fear "red- — 


green chaos”. 2 
Mr Kohl's government is responding to. 


these challenges piecemeal, by seeking to — 


block "illegal" immigration and by finding 

A W 
more money for housing and family allow- 
ances. But his Christian Democrats are 
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ly split on the best way to pull them- 
lves out of trouble. p | 
One faction, supported by the allied 
stian Social Union in Bavaria, demands 
t the party take a tougher conservative 
> to win back former supporters who 
'e drifted off to the right. Another group, 
nd the general secretary, Mr Heiner 
issler, says that would make matters even 
tse. In the Frankfurt election, this group 
nts out, the local Christian Democrats 
d to match the National Democrats on 
migration, only to slump by 13 percent- 
| points—even more than in Berlin. Only 
ow, it seems, are the conservatives finding 
how much they lost with the death last 
of Franz Josef Strauss, the Bavarian pre- 
, who by sheer force of character held 
to many right-wing votes while Mr Kohl 
ook care of the centre. 

The government's optimists argue that 
lest Germany has twice before faced and 
alt with the problem of extremist parties, 
se in the early 1950s and again in the 
Os. They say that if the red-green coali- 
n in Berlin, and the one probably in the 
ing in Frankfurt, collapse before the gen- 
J election, public opinion will swing back 
he government's way. And they point out 
hat Mr Kohl is at his best with his back to 
the wall-—which is where it is these days. 
All true, but even the usually unflap- 
able Mr Kohl this week called the situation 
fter Frankfurt "very serious”. Foreign visi- 
ors who seek to prise decisions on NATO or 
he EEC out of him in the coming months 
hould not be surprised if he seems to have 
matters closer to home on his mind. 
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. West Germany, but it is not marching 


banned neo-Nazi groups and sundry 
-© Of the parties, the oldest and best 
-known are the National Democrats, who 
“have just won 6.6% of the vote in Frank- 
The party was founded in 1964 and 
cause of economic recession and partly be- 
een the big parties in Bonn boosted the 
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HE far right is on the march again in - 
n step. The line-up runs from radical but 
al. political parties, which generally _ 
‘ompete fiercely with one another, to, 


Wehrsport societies, amateurs of the mar- 


furt, their biggest success for two decades. _ 
sickly won a biggish following, partly be- 
use a "grand coalition" government be- _ 


dical fringe. It did well out of the law- — 
ad-order backlash that followed the stu- 












Tails we don't lose 
FROM OUR SPECIAL CORRESPONDENT IN HUNGARY 


OMMUNIST leaders in Hungary say 


they are reconciled to reforming their 


party and to sharing power. “We're getting 
rid of the model we've used up to 
now... We're not the only ones with brains 
or answers," says a Politburo member, Mr 
Janos Berecz. Losing power is another mat- 
ter. For he quickly adds, "If we get rid of our 
ideological handcuffs and come up with a 
programme that works, our party will re- 
main decisive.” 

It is a big if. Hungary’s shift from one 
party state to what many hope may soon be 
near-democracy has been astonishingly 
rapid. The draft of a new constitution calls 
for popular sovereignty, party competition 
and civil rights. Independent parties are 
emerging. Once vetted by a new constitu- 
tional court, these should be able to run in 
next year’s parliamentary election. 

For fairness, the election is likely to fall 
about midway between a New England town 
meeting and a Haitian plebiscite. The gov- 
ernment has ways of ensuring it keeps con- 
trol—prior deals with allied parties, seats 
kept for party functionaries, an upper cham- 
ber representing, for example, unions or lo- 
cal authorities in communist hands. The 
party’s reputation, however, will be at risk, 
and some think as many as half the voters or 
more may vote for others. 

The government wants some non-com- 
munist parties to join them. The initial lure, 


according to Mr Imre Pozsgay, the Politburo 

member who most revels in reform, could be 
the ministries of education, culture and sci- 
ence. The small parties would presumably 
want more than that: not key ministries, 
perhaps, but a promise of a properly free 
election in 1995... . . M 

Such a promise might be more break- 
able than bankable. Nobody, not even the 
communists, knows how far they will keep 
to democratic rules if the "programme that 
works” which Mr Berecz and his colleagues 
are counting on looks like failing to win the 
votes five years hence. Some people talk 
gloomily of communist infiltration even as 
new parties form. ` : | 

“Us or chaos” is a familiar plea fror 
governments frightened of change. Even 
outspoken reformers such as Mr Pozsgay 
and Mr Rezso Nyers, an ex-Social Democrat 
on the Politburo, stress the dangers of a free- 
for-all. Almost no growth is predicted in the 
economy this year and prices are rising at an 
annual rate of 17-2096. Mr Nyers fears eco- 
nomic unrest, unless the government's 
higher-taxes and lower-subsidies plan shows 
quick results. — 

The risks can be overstated. Moonlight- 
ing makes life better than statistics suggest. 
Few fear Russian tanks, which ended Hun- 
gary's bid for freedom in 1956, or a coup 
from Hungary s shadowy generals. "Luckily, 
we've the example of Jaruzelski in Poland to 





members, with seats in seven regional 
state parliaments. They faded in the 
- 1970s, but they never wholly disappeared. 
Membership is now said to be more than 
.6,000 and rising again. f 


The factors which helped the National : 


Democrats in Frankfurt—a housing 
` shortage and hostility to foreigners—also 
brought another far-right party, the Re- 
publicans, 7.5% of the vote in Berlin in 
January. The National Democrats despise 


the Republicans as "softies". — ^ s= a. 
. "The Republicans’ leader, Mr Franz 
Schönhuber, is a former Waffen-ss offi- 
cer. He is also a fluent orator who used to 
run a popular television talk show. Once a 
‘pal of the late Bavarian premier, Franz Jo- 
-sef Strauss, Mr Schönhuber fell out with 
 himand helped to found the Republicans 








TU NACE after Mr Strauss arranged a large credit for 
peak in the late 1960s the Na- 
emocrats had more than 30,000 


communist East Germany in 1983. The 
party, which has more than 7,000 mem- 
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bers, won 3% of the vote in Bavaria in 
1986 and expects to win at least 10% in 
the election there next year. |. — 

_. What Mr Gerhard Frey, another influ- 
ential leader on the far right, lacks in pro- 
file he makes up for with cash. À prosper- 
ous publisher from Munich, he founded 
his German People's Union in the early. 
1970s because he reckoned the National | 
Democrats were played out. The two par- 
ties sometimes co-operate. In the cam- 
paign for the election to the European 
Parliament in June the National Demo- 
crats are backing Mr Frey’s party, which 
claims more than 25,000 members and is 
running under the slogan “First Ger- 
many—then Europe”. 


* 


i 
Much smaller, with around 500 mem- 

bers, but much more militant is the Free _ 
German Workers’ party, which the gov- - 
ernment is under pressure to ban. Easier - 
said than done. One neo-Nazi group 
banned in.1983 sprang up again last year 
with a different name and a stronger fol- 
lowing, calling for “foreigner-free cities”. 


It has now been banned again. — 
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M - Old Bolshevik, new populist Pozsgay 


avoid," says the writer George Konrad. 
— Sensing that time is with them, most of the 
- independent groups, such as the Demo- 


cratic Forum, which opened its first conven- 


tion in Budapest on March llth, want to 


avoid an explosion. 


Still, the government wants stabilisers. 
One idea is to entrust the new office of presi- 
dent to someone with broad enough sup- 
port to be a national figurehead. A party 
spokesman at the Central Committee even 
makes the comparison to King Juan Carlos, 
the Bourbon who helped to entrench multi- 
party democracy in Spain after 40 years of 
Francoism. Might the son of Hungary’s last 
king, Otto von Habsburg, do the same for 
Hungarians? No, the head of state will be 
popularly elected, according to Mr Berecz. 
He will replace the forgotten presidential 
council, and will be more than ceremonial: 
on paper at least, he will lead the armed 
forces (a bit of anti-coup insurance there), 
convene parliament, name the prime minis- 
ter, and have power to declare emergencies. 

Though the communist party will pre- 
sumably control the nomination, its search 
for a candidate is an admission of defeat. 
The previous party leader, Mr Janos Kadar, 
won grudging respect during the relatively 
prosperous 1960s, only to lose it again. A 
possible candidate would be his successor, 
Mr Karoly Grosz. Yet, after ten months in 
the job, Mr Grosz is more party man than 
national leader. 

This is why many people are talking of a 
President Pozsgay. Mr Pozsgay is Hungary’s 
most popular communist. He flirts openly 
with the nationalist and populist move- 
ments that have grown again in the vacuum 
left by Soviet-style Marxism. His sallow, 
jowly face lights up when he talks. He hopes 
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T TOOK kings a long time to travel 

from divine right to constitutional 
monarchy. How long will it take the 
twentieth century's claimant to kingly 
power, the communist movement? 

The first steps, perhaps, are being 
taken this month. On March 7th the Pol- 
ish communist party offered Solidarity 
free elections to a new upper house of the 
Polish parliament (see page 18). In the 
Soviet election on March 26th voters in 
most constituencies will have a choice of 
candidates (over 80% of them admittedly 
party members, and almost all the rest 
party-approved). The Hungarian party is 
wondering whether to allow multi-party 
elections for the powerful lower house by 
the mid-1990s. The leaders of all three 
countries no longer refer to power as the 
birthright of the communist party. From 
Mr Mikhail Gorbachev downwards they 
say that, if the party does not earn its 
"leading role", it will lose it. 

The re-examination of the party's 
claim to power extends to a new look at 
what the party believes in. In Moscow 
the Academy of Sciences has set up a 
project to define what "socialism" now 
means. In Poland, on the eve of the 
round-table meeting between the gov- 
ernment and Solidarity, the party held a 
conference to try to piece together, tell- 
ing phrase, an "ideological minimum”. 

So what is left of the arguments that 
communist parties once used to justify 
their existence? In the countries of East- 
ern Europe outside the Soviet Union, 
the party's main claim to office has for 40 
years been that it was the only regime ac- 
ceptable to the big Soviet neighbour. 
Only last month Mr Janusz Reykowski, a 
member of the Polish party's Politburo, 
said that his was not “a party which must 
stand in elections and transfer power de- 
pending on the results. It is . . . the main 
guarantor of the political order.” 

The Brezhnev doctrine, by which 
Russia claimed the right to send its army 
into Eastern Europe, has not been for- 
mally repealed. Yet things are moving. 
Mr Gorbachev emphasises each coun- 
try's right to “its own road to socialism”, 
and any obligation on East Europeans to 
conform to Soviet wishes would clash, in 
the long run, with his hope of persuading 


the hardline “pensioners” in his party will 
split away, leaving a reform rump to govern 
with non-communist parties. He has a cam- 
paigner's knack for seeming different things 
to different people: crypto-social-democrat 
who goes shopping for his family, populist 
strongman, old Bolshevik schemer. A com- 


Just a party among others? 


West Europeans to believe in the idea of 
a "common European house". 

For all communist parties the main 
self-justification has long been the claim 
to speak for the working class. But which 
parts of the working class? At that Polish 
conference, one speaker urged the party 
to consider a "new middle class” of man- 
agers and professional people plus skilled 
workers. The partisans of perestroika, 
who argue that skilled workers ought to 
get better pay, like such ideas. But this is 
not a class with a revolutionary mission. 
It is a coalition assembled for the con- 
quest and exercise of power. 

At least, it used to be argued, the 
communist party is the keeper of public 
property. Yet everywhere in the commu- 
nist world it is now admitted that 
nationalisation did not give working peo- 
ple mastery over. property. One of the 
purposes of economic reform is to rem- 
edy this. The fashionable word is 
“socialisation”, to be achieved by work- 
ers’ self-management, or by co-operative 
ownership, or by the sale of a firm’s 
shares to its employees—and then to 
outsiders? The question of ownership 
cannot be avoided. This could turn out 
to be the key to the struggle for power in 
the Soviet block. 

Push a flexible communist into a cor- 
ner, and he is liable to argue that the 
main justification of his party’s “leading 
role” is that it is the only organisation 
capable of presiding over the changes 
that now seem indispensable. In Eastern 
Europe that means reconciling local as- 
pirations to what Russia will stand. In 
the Soviet Union it means modernising 
the country without breaking it up into 
its component nations or dividing soci- 
ety beyond repair. 

No communist party is yet talking of a 
straight transfer of power. They know 
how to stay in office without the people's 
consent: look no further than Poland’s 
General Jaruzelski for evidence of that. 
Yet those researchers at the Soviet Acad- 
emy of Sciences had better hurry to find 
what Mr Gorbachev has called "the 
philosophical and political principles, 
the foundations for the renewal of soci- 
ety". The party's members need a new 
reason for bothering to join it. 














munist Mitterrand? 

Party colleagues counting on control- 
ling Mr Pozsgay are probably making a mis- 
take. Asked if he wants the job, he replies, 
“To quote Admiral Nelson, if my hair knew 
what I was thinking, I'd have it cut.” 


ee eee 
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. Turkey 


Blocking the goal 


FROM OUR ANKARA CORRESPONDENT 


HE local elections of March 26th will be 

a test for Turkey's prime minister, Mr 
Turgut Ozal. They are, in a sense, a referen- 
dum on both Mr Ozal's policies and his style 
of government. Rising inflation has eaten 
into his popularity since the general election 
of November 1987, when his Motherland 
party won 36% of the vote (though Turkey's 
curious electoral system gave it a handsome 
majority in parliament). If the party drops 
below 3096, Mr Ozal may have to give up 
ideas of running for president in November. 

The style-of-government issue concerns 
Mr Ozal's family. The prime minister's 
younger brother, Yusuf, is the minister of 
state responsible for the economy. Another 
other, Korkut, a dedicated Muslim, is 
Turkey's main intermediary with much of 
the Islamic world. A cousin is minister of ag- 
riculture. The prime minister's elder son, 
Ahmet, is virtually his chief of staff and the 
` man foreign businessmen in search of con- 
tracts often deal with. The most controver- 
sial figure is the prime minister's wife, 
Semra, who is reckoned to wield enormous 
influence over government appointments. 
By European standards, it is a strange set-up. 
Mr Ozal's supporters claim that it gets 
things done. Yet the nepotism charge could 
cost him a lot of votes. 

Unless, that is, Muslim fundamentalism 





Europe v Islam 


FROM OUR ANKARA CORRESPONDENT 


| TI who know in their gut that 

Europe stops at the Bosporus have 

been enjoying Turkey's discomfiture 

over the Salman Rushdie affair. Turkey 

is determined to join the European Com- 

| munity. On February 20th the EEC gov- 

| ernments backed Mrs Margaret 

Thatcher in her defence of Mr Rushdie’s 

right to say what he pleased. What would 

Muslim Turkey, if it had gained its 

longed-for place at the European table, 

have done then? Answer: look embar- 
rassed, much as it has done since. 

One politician, Mr Erdal Inonu, the 
leader of the opposition Social Demo- 
crats, has had the courage to declare that 
“killing somebody for what he has writ- 
ten is simply murder." Nobody else has 
spoken up. President Kenan Evren, who 

| has defined Islamic fundamentalism as 
the greatest threat to Turkey's stability, 
avoided criticising Ayatollah Khomeini's 
death sentence on Mr Rushdie and ac- 
cused Mr Rushdie of trying to make a 















Ozal checks his score 


comes to Mr Ozal's rescue. In the past week 
Muslim militants, bearded men and veiled 
women, have taken to the streets in all of 
Turkey’s main cities, including Istanbul. 
They have been demonstrating not only 
about the Salman Rushdie affair (see box) 
but also against a ruling of the constitutional 
court that female students may not wear the 
Islamic head-scarf on university campuses. 
In the past Mr Ozal has been adept at 
manipulating Islamic sentiment. With his 
eye on the Islamic vote, he has now said that 
girl students should be free to wear what 
they like, neatly adding “in accordance with 
western liberal standards". That may seem 
to offer a hand in both directions. The trou- 
ble is that to Turkey's soldiers, and to many 
members of its middle class, head-scarves 
and other forms of Islamic attire are less a 
symbol of religious piety than the insignia of 






quick profit by writing a sensational 
novel. 

Mr Turgut Ozal, the prime minister, 
has been quiet about the whole thing. He 
faces testing local elections on March 
26th. To align Turkey with the EEC and 
to condemn Iran for trying to get Mr 
Rushdie killed might lose him a lot of 
votes in rural areas, where Islamic senti- 
ment is still strong. 

Mr Ozal's younger brother, Yusuf, a 
minister of state, revealed the govern- 
ment's inner thoughts: "The Rushdie af- 
fair is a blessing on Turkey from Allah", 
he is reported to have told a Turkish 
newspaper recently; it gave Turkey a 
chance to win business in Iran from the 
western countries which had upset the 
ayatollah. The prime minister's spokes- 
men are trying to dismiss the matter as 
trivial. Other Turks admit privately that 
the government's attitude may already 
have damaged their country's European 
credentials. 
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lurking pro-Khomeini senti- 
ment. These people, who tend 
to believe that any concessior 
to such things is a threat to 
Turkey's secular society, are 
not mollified by appeals to lib- 
eral tolerance. 

If the Motherland party 
does reasonably well on March 
26th, Mr Ozal may decide to 


put himself up for the presi- 


dency, where he is said to think 
he could serve the nation bet- 
ter (though he would almost 
certainly want changes in the 
constitution to give the presi- 
dent greater power, which Tur- 
key's generals would not like). So he is omit- 
ting no vote-puller. This week Mr Ozal flew. 
to Cologne to cheer on the Galatasaray foot- 
ball team in its third-round tie in the Euro- 
pean Cup. Turks are good Europeans in be- 
ing football-mad. Was the match an omen of 
the election? Galatasaray drew, but went 
through on aggregate. 





























































Small cheer for 
the left 


FROM OUR PARIS CORRESPONDENT 


HE French prime minister, Mr Michel 

Rocard, must have sighed with relief. He- 
was worried that public-sector strikes wo 
hurt the Socialists in France's municipa 
elections. To judge by the results of the first 
round of voting on March 12th, those who 
bothered to vote did not go to deliver re- 
proofs. If confirmed in the second round on 
March 19th, the results will point to a re- 


markable stability among the great mass of 
French voters. Such steadiness seems to 
come also with a growing indifference. 
There were unusually high levels of absten- 
tion in France's three biggest cities: Paris 
(44%), Marseilles (39%) and Lyons (4296). - 

National scores culled from 36,000 dif- 
ferent elections in towns ranging in size 
from a few thousand to several million peo- 
ple are somewhat suspect. Even so, the So- 
cialists seem to have done better than at the _ 
last elections in 1983. Then the left lost sev- 
eral big town halls to the right, a clear 
pointer to the Socialists' parliamentary de- 
feat in 1986. Partly because they did so well 
last time, gains for the mainstream right are - 
proving harder to come by. 

hanges, however, are taking place at 

the margins. In much of France the racis 
far-right National Front is in retreat, though - 
in some places, especially in the south, its - 
candidates took around 25% of the vote. - 
The Greens, who have long found France 
flinty soil, were back to a level of support 
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FROM OUR SWITZERLAND CORRESPONDENT 


EN a Swiss battalion arrives in 
Namibia with the United Nations 
Transitional Assistance Group this 


M | month, it will mark the first deployment 


of Swiss troops abroad since the battle of 
| Marignano in 1515. Mercenary regi- 
| ments helped fight other people's wars 
up to the middle of the nineteenth cen- 
tury; the Vatican still relies on Swiss to 
provide the Papal guard. These ventures, 
however, have been arranged without of- 
| ficial government blessing. 
| Now Switzerland, even though it is 
not a member of the UN, wants to show 
its commitment to international peace- 
keeping. Unarmed but in uniform, the 
Swiss will furnish the medical services for 
the troops, administrators and observers 
of many nations who are to oversee the 
withdrawal of South African forces and 
the establishment of an independent 
government in Namibia. 

Although the Swiss group is called a 
battalion and will be under the com- 
mand of General Prem Chand, an In- 
dian, it is not an ordinary military unit. 







— | Switzerland's constitution forbids send- 













ing troops abroad. Besides, since it has 
almost no one permanently under arms, 
| it cannot muster a fighting force to dis- 
| patch abroad for any length of time. 
| The group going to Namibia, which 
| began intensive training at the beginning 
of March, is made up of volunteer health 
personnel. Since most Swiss men under 
the age of 50 are part of the country's mi- 
litia, and almost all have gone through 
basic training, the majority of the men in 


Unarmed into the world 





like the medics, will be less coy. 


they last had 12 years ago. In some cities, 
such as Strasbourg, they could decide the 
second-round result. This is annoying for 
Mr Rocard. He had hoped the environmen- 
tal conference the French helped convene 
recently in The Hague would lend the So- 
cialists a greenish glow. Good news for Mr 
Rocard was that, where Communists fought 
Socialists head on, the Socialists tended to 
do better. 

With a few exceptions, incumbents did 
well, even when they did not have their par- 
ty's endorsement. In Le Mans, a 65-year-old 
Communist disowned by his party was 
sweepingly re-elected. In Marseilles, the un- 
official Socialist lists of the sitting mayor, Mr 
Robert Vigouroux, won 4296. A brain sur- 
geon, Mr Vigouroux was thought an ama- 
teur in politics when he took over as mayor 
three years ago on the death of the city's 
longtime boss, Gaston Defferre. The Social- 
ist party disowned him. But with the back- 
ing of Defferre's widow and the main news- 


the first contingent of 155 have had 
some army experience. But almost a 
third of the force are women, including a 
quarter of the doctors. Few of them are 
members of Switzerland's tiny women's 
military services, best known for their 
work with carrier-pigeons. 

The battalion is the first concrete ex- 
ample of the services offered by Switzer- 
land to the UN since its voters turned 
down full membership of the world body 
in 1986. The Swiss have also promised 

| 


observers. As a result, volunteers will be 
going to a course for observers in Fin- 
land in May. By early 1990 a dozen Swiss 
will be ready for duty abroad. They will 
probably go to the Middle East, where 
Switzerland has been obliquely involved 
in the UN Truce Supervision Organisa- 
tion since 1967. UNTSO’s frequent shut- 
tles between Jerusalem, Amman, Syria 
and Egypt have been flown by a Swiss air- 
craft, with a Swiss crew, for 22 years. But, 
like the Papal guards, aircraft and crew 
show no Swiss markings. The observers, 


the UN to provide it with some military 





paper, Le Provencal, Mr Vigouroux looks 
well placed to win. The centre-right got only 
2696, and the official Socialist, a mere 1896. 

In Lyons, on the other hand, Mr Michel 
Noir's neo-Gaullist lists beat the centre- 
right candidates of the 78-year-old incum- 
bent, Mr Francisque Collomb, in all nine ar- 
rondissements. Mr Noir is now virtually 
certain of election as mayor of France's larg- 
est city after Paris and Marseilles. This 
would make him a power in Mr Jacques 
Chirac's party. 





Hubbish maybe, 
but Euro-rubbish 


FROM OUR BRUSSELS CORRESPONDENT 


LUTTONS for Dallas and other Amer- 

ican cultural punishments have little to 
fear from a European Community agree- 
ment, reached on March 14th, to open Eu- 
rope's television frontiers to other peoples' 
broadcasts. The agreement commits Com- 
munity countries to increase the proportion 
of European-made programmes in their tele- 
vision schedules. But it falls well short of set- 
ting a strict quota of 4096 for programmes 
made outside Europe as France, Italy and 
the European Commission had wanted. 

[n the event, the Twelve simply agreed 
that most television programmes should be 
of European origin “whenever practicable". 
This was what Britain (with 8596 of its pro- 
grammes already made in Europe) and Hol- 
land had wanted. They had argued that tele- 
vision companies should have the widest 
possible commercial freedom. What is more, 
news broadcasts, sports coverage and ad- 
vertising are to be excluded from the Euro- 
content calculation. 

From 1990 broadcasters in one EEC 
country will be able to transmit programmes 
to the others either directly or by satellite. 
The agreement also sets moral standards for 
programmes beamed across frontiers and 
fixes rules for advertising. Advertisements 
may take up no more than 12 minutes in any 
one hour and no more than 15% of daily 
broadcasting time. Film buffs will be pleased 
that feature films may be interrupted only 
once every 45 minutes. News addicts and 
the devout are less fortunate. News, current- 
affairs programmes and religious broadcasts 
may be interrupted by commercials at 30- 
minute intervals, while soap operas, light- 
entertainment shows and documentaries 
may get them every 20 minutes. 

The &EC has thus aligned itself with a 
parallel broadcasting convention agreed on 
this week in the Council of Europe. This 
avoids confusion. It does not, however, en- 
sure a catholic choice for viewers. 
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| Are single colun 
ads effective? 


Absolutely not, said our advertising agency. 
Spread your message across two pages, they said. 
Use bags of colour for maximum impact. Avoid 
newsprint, they said; it's deadly dull. You're selling | 
a rainbow, they said, and you need the gloss. 


We listened with wry amusement. These 
advertising people tend to get carried away at times. 
"We're not selling a rainbow any more than we are 
selling ice to the Eskimo,” we said. "We're telling 
the serious investor about a unique and simple way 
to make profits on the world's major stock markets 
AND enjoy the safest offshore benefits for his 
money. Understand? 

The art director's face fell. “Offshore Rainbow | 
Bonds," he said, "surely require a rainbow visual. - 
Something to catch the investor's eye, capture his 
imagination, you know.” 


We shook our heads. “This concept will appeal to 
his intelligence, not his imagination," we said. ` 
“Offshore Rainbow Bonds, despite their rather 
pretty name, are tangible, realistic vehicles for — . 
making a great deal of money. Innovative they may. 
be. Unique they most certainly are. But it's iid E 
not impulse, that will make the thinking investor - 
want to investigate them further." 


There was a heavy sigh from the art director. 
“Will logic make him fill in the coupon?" he said. 
We detected a note of sarcasm. 

The marketing manager was quietly confident. 
"Eagle Star International has not got where it is 
today by underestimating the intelligence of the 
public," he said. “Those who want to make money i 
will almost certainly wish to investigate the unique — 
potential of Offshore Rainbow Bonds. However, if. 
you insist, you may draw your usual pair of scissors. 
on the corner of the coupon." 


"In colour?" smiled the art director. 
RIECK and V white will do nicely, 
thank you,” we said. 

















|. LPS are now offering their second guaranteed fund, London 

Portfolio Guaranteed Company H Ltd. The Fund's aim is to 
achieve a high rate of return through trading international 
futures contracts. It is registered in Bermuda. 


* Capital Guarantee A major international bank guarantees 
to the Fund the return of an amount equal to the initial 
invested capital when the Fund matures in June 1994, 


* Strategic Investment Futures funds are an important 
element in a diversified portfolio. Furthermore they can profit 
from rising or falling markets. Through the international futures 
clearing broker, Cargill Investor Services Inc. (CIS), and the 
expertise of LPS in guaranteed funds, LPG H offers highly 
professional and effective access to this key investment sector. 







































* Rigorous Selection of Trading Advisors LPS and CIS have 
employed the OPTACIS*™ program, a proprietary advanced 
computer system for the combination of futures investment 
advisors. While past performance is no guarantee of the future, 
OPTACIS*™ has selected a combination of Trading Advisors 
showing an historical compounded annual rate of retum on a 
pro-forma basis of 





* No Sales Charge Substantially ail investors’ capital is put to 
work. Minimum investment $30,000. 


London 


Portfolio Guaranteed 


An investment offering sponsored by: 











London Portfolio Service plc, | 
ie Doe Eagle Star International, 

E os Hillary House, Prospect Hill, 
Gibraltar : 
Tel: (350) 79120 Douglas, Isle of Man, 

Fax No: (350) 78428, Tix No: 2378 GET GK British Isles. 


Eagle Star Tel: 0624 20601 - 
INTERNATIONAL — Fax: 0624 20558 
Membership of nero men for. 


This advertisement does not constitute an offer to sell shares. — 
Applications for shares in London Portfolio Guaranteed Company Il 
Ltd. will only be considered on the terms of the Prospectus. . 
For further information and a copy of the Pieds please contact 
LPS direct or fill i in the coupon. 
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Please send a Prospectus to: Please send me Ane ER of Offshore Rainbow Bonds. 
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Name of financial 
OPTACIS" | is a proprietary product of Cargill Investor Services Inc., a wholly owned but independently — adviser (if any ) 
é subsidiary of Cargill Inc. CIS is a leading intemational broker in futures and options. L 
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BUDGET BRITAIN 











A quietly popular capitalist 


ORING? Deliberately so. Mr 
igel Lawson's sixth budget 
was knowingly undersold. Its radical 
reforms—of ^  nationalinsurance 
contributions (NICs) and of private 
savings in particular—were pack- 
aged to look as restrained as possi- 
ble. As a result, the budget was 
greeted in Parliament and the press 
with grunts of approval. The prime 
minister, nervous before the day, 
was delighted. 

Look again, though, and it is a 
budget with great political poten- 
tial. For 1991-92 (the probable year 
of the next general election) Mr 
Lawson has left himself with elbow 
room to cut taxes by at least £2 bil- 
lion—and still run a fiscal surplus of 
£6 billion. Pre-election tax bonan- 
zas, the chancellor thinks, are less 
attractive to voters than a well run 
economy and the promise of post- 
election tax cuts. In 1992-93 there 
would be room for at least another 
£3 billion-worth of tax cuts—and 
the budget would still be in surplus. 

That is just as well. Tory mem- 





Call me cautious 


) 
À 


duties on alcohol and tobacco in line with 
inflation. His backbenchers are glad he did 
not. Inflation and interest rates will still be 
high when voters go to the polls on May 4th, — 
in the county-council elections in England 
and Wales, and on June 15th, in the na- 
tional elections to the European Parliament. .: 


Only once interest rates begin to 
fall, bringing down mortgage-inter- - 
est rates, will the rise in retail prices 
slow and Tory Mrs breathe freely 


If Mr Lawson had spent £2.8 


of income tax, his caution might 
have been greeted with less admira- 
tion. Instead, he will spend £2.8 bil- - 
lion (in a full year) reforming NICs, a 
tax that collects three-quarters as 
much revenue as income tax, but 
falls disproportionately on the low- - 
paid. He has replaced an awkwaittl 
clutch of reduced rates with a single 


not until October, by when the 
economy will be cooler. 

This reform—the last he in- 
tends to make to national insur- 
ance—is a clever compromise be- 
tween the need to remove a 
disincentive to work in low-paid 
jobs, and the Tory government's at- 
tachment to the contributory prin- 


again. d 


billion cutting 2p off the basic rate - 


2% on the first £43 and 996 above — 


that. The effect will be to give most — 
people a flat £3 a week more—but 
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ciple. The entry cost to the Bever- - 


bers of Parliament are surprised that their 
dose of mid-term blues has been so mild. But 
they have been increasingly worried about 
. — inflation—the touchstone by which the 
prime minister, the Tory party and Mr 
Lawson himself have repeatedly asked to be 





Hello again 


UR budget coverage begins here. But 

perhaps you have had enough al- 
ready! In the week before Mr Lawson's 
speech Britain's newspapers were jammed 
with the traditional what's-in-the-budget 
guesswork—substantially wrong this year, 
as in most years. City brokers and accoun- 
tants have snowed themselves under with 
circulars. Journalists, famously susceptible 
to the smallest kindness, did well. Price 
Waterhouse, an accountancy firm, sent 
them a helpful “survival kit": a blue plas- 
tic briefcase containing whisky, glucose 
tablets and chocolate money. 
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judged. As inflation and mortgage rates 
have risen, Labour has drawn level with the 
Conservatives in the public-opinion polls. 
An inflation rate of 7% is bad 
enough. But retail prices would have gone 
higher still, had Mr Lawson uprated excise 


On the day, Britain's four national 
television channels together showed 
about eight hours’ worth of budget re- 
ports. No telly? Never mind, BBC and com- 
mercial radio stations had budget pro- 
grammes aplenty, most of which included 
simultaneous commentaries on the 
speech that rendered it largely unintelligi- 
ble. If you had money left over from last 
year's tax cuts, you could have squan- 
dered it by dialling a telephone hotline. 
These delivered the same information as 
the rest, at 38p a minute. 

As the chancellor spoke, the derided 
City scribblers worked at their morning- 
after analyses. (Kleinwort Benson's was 
the first to reach The Economist's office.) 


idge benefits is now a mere 86p (2% of £43, 
the point where NICs become payable). Even. 
in Beveridge's day, it was higher in real 


terms. 


The Nics reform may encourage more 
people to take a job: so will the abolition of - 





Business-class passengers on all British 
Airways flights on March 15th were given 
a budget pamphlet from a firm of accoun- 
tants, Deloitte Haskins & Sells. Ditto for 
travellers on Suckling Airways (one of the 
country's smallest passenger airlines). 

Half-a-dozen City firms pulled out of 
the morning-after race this year. Morgan 
Grenfell withdrew from the securities 
business in December 1988, so it no 
longer has the kind of clients who want an 
instant reaction. Credit Suisse First Bos- 
ton had a more dignified excuse for taking 
its time: it reckons its clients are better 
served by a “more considered analysis", 
to be dished up at the weekend. Our own 
considered analysis follows. 









































































1 earnings emus. which limited tł 


osing their state pension. Mr Lawson's 
ackbenchers loved this change. If it en- 
courages the old to work, it will partly pay 
itself with higher tax revenues. Like its 
wson predecessors this budget shows less 
ncern with income distribution than with 
entives. Jobs, Mr Lawson is saying, are 
he best way to make the poor richer. 

For those in work, a bigger direct stake 
n the nation's wealth is a good way to get 
h. For the chancellor, helping this along 
a good way to create Tory loyalists. Yet Mr 
wson (who lost his family fortune by 
utting it in the hands of a City fund man- 
ger) has no love for the City. Several of the 
'asures in his budget will help to weaken 
2 grip of the moguls of the savings indus- 
—life-assurance ^ companies, occupa- 
ional-pension. funds and banks—and in- 
ad encourage the growth of personal 
are-ownership. 

The budget announced more liberal 
as for personal equity plans (PEPs), 
mes in which individuals can save with- 
t incurring tax on dividends or capital 


* 


son has offered people a more flexible 





riscal policy lives | 


Budget S 
rowth of 


[AS Nigel Lawson been a fiscal fine- 


tuner all along? Since the trade figures 


ad to defend himself against the charge 
at his tax-cutting budget in 1988 was reck- 
ss. To this end he has been arguing that 
e proper role of fiscal policy is not to man- 
e demand in the economy—that is the job 
‘interest rates—but merely to raise enough 
revenues to cover the cost of government 
pending, i in a way that does the least eco- 
omic damage. Logically, then, he should 
ave happily cut taxes by £10 billion in this 
udget. Actually, he cut them by £1.9 bil- 
on—a carefully judged sliver less than the 
2 billion-3 billion that the City had said 
ould be prudent. You cannot tune, it 
ight seem, much finer than that. 

.— The chancellor repeated that his me- 
ium-term goal is to balance the budget, not 
) Carry on running big surpluses. The pro- 
cted fiscal surplus in the next financial 
ear is £14 billion, of which £5 billion is 
atisation proceeds. So to balance the 
adjusted" budget on the Treasury’s figures 
ould have required tax cuts of around £9 





hat younger pensioners could earn without — tax x relief. This s bur ras ed 


ins. By making PEPs more attractive, Mr 
y to save tax on their spare cash than a- 


vings-linked life-assurance policy. He has- 
lso put an inflation-adjusted ceiling on the - 


rned sour last summer, the chancellor has 





but as earnings rise the ceiling will gradually 
move down. So the Treasury is beginning to 
do to occupational pensions what it has al- 
ready done to mortgage interest: squeeze tax 
relief from the top down. 

At the same time, the chancellor offered 
further encouragement for people to take 
out personal pensions. He announced more 
generous terms for employee share-owner- 
ship. And he removed some of the controls 
on the sterling capital market—so that the 
banks, having lost small savers to the equity 
market, will lose big borrowers to the new 
sterling market (see page 105). — 


For the opposition. parties, this budget í 


presents a quandary. It is exactly the sort of 


budget that a thinking Labour chancellor 
might have designed. Not only does it en- 


courage the individual share-owner at the 


expense of the institutions. It encourages - 


employers to rewatd effort, rather than to 


hand out perks—by favouring s profit-related ~ 
pay, and raising (though by too little) the tax 
‘on company cars. It helps the low-paid and 
the old. Its effects—especially if it widens 
share-ownership—might far outlast Mrs ~ 


Thatcher and her government. If this bud- 


- get turns out to be the springboard fora real. 
‘advance of popular capitalism, it will have | 
- kil led off socialism for good, 





jlus of £14 billion expected in both 1988-89 and 1989.90. : 
' * % in money-GDP predicted for 1989-90; target for growth 
narrow money set at 1-576. Commitment to stable pound reaffirmed 


billion. Those figures probably understate 
the surplus next year, so the true scope for 
tax cuts was more than £10 billion. That 
does seem a lot to chop in one budget. But if 
fiscal policy really does have nothing to do 
with demand management, why be embar- 
rassed? Cut and be damned. 

Some of the chancellor's unsolicited ad- 





rst, 






| m ‘the of Un of fiscal dps should be to 


keep the national debt steady as a propor- 
tion of cpr. If debt falls over the medium 
term then so will debt-interest costs, leaving 
room for a downward drift in taxes. But if 
the government knows that this is going to 
happen, it should cut taxes straight away. 
Why? Because Britain would then get a low 
and stable tax rate at once, rather than a rel- 
atively high one which keeps having to be 
changed, albeit in the right direction. 

The Treasury broadly agrees with Mr 
Minford's economics. Mr Lawson explained 


“in his budget speech that paying off the na- 


tional debt makes no sense—though he 


- could not forbear to pat himself on the back 


for doing so. In theory, then, the only differ- 


= ence between the Treasury and Mr Minford 


is that Mr Lawson wants to balance the bud- 


.get, whereas Mr Minford would prefer a . 


small, permanent deficit, for otherwise the 


debt could not be held steady. 


So why was the basic rate of income tax 
not slashed? First, it seems, because the 
Treasury favours "gradualism". (It never 
used to be so soft.) Second, because it is 
risky—politically as well as economically— 


to announce tax cuts that later have to be 


reversed (as they might, if the forecasts of 


E fiscal surplus turn out to be too cheerful af- 
~~ ter all). But, together, these points would 


still have allowed tax cuts of £5 billion or 


. more this year. So a third reason for caution 
>- clearly carried greater weight: the City in- 
~~ sisted upon it. Mr Lawson thinks that the 
 scribblers, in measuring fiscal policy by its 


impact on demand, have got their econom- 


ics wrong; but he cares so much about their 


reaction that he surprised them with a cau- 
tion he regards as silly. Former Labour chan- 
cellors might remember how that feels. 

In his determination not to upset the 
City, Mr Lawson was right. A Minfordiar 
budget would have caused a crisis of confi 
dence. Sterling would have come under in- 
tense pressure. The Treasury has strength- 
ened its commitment to keep the pound 
strong, so a threatened collapse in the cur- 
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Y would have forced iterest 
ver than they already are. — 
However, further interest-rate rises are 
e possible, despite Mr Lawson’s reluc- 
- prudence. The Treasury’s projected 
landing for the British economy might 
vrong in many ways. Official forecasts 
a growth in money-GDP will fall from 
88-89's 1196 to 73496 in 1989-90. That 
kening of demand is expected to cut real- 
DP growth from a breathless 412% in 1988 
Tespectable 21296 in 1989. But the fore- 
sts show hardly any fall in the underlying 
‘of inflation (ie, excluding changes in 
ortgage-interest rates) by the end of this 
; even though the announced rate of 
inflation is.predicted to fall from a peak 
96 soon, to 51296 by the fourth quarter, 
“then to 444% by the spring of 1990. 
| that is despite Mr Lawson's fiddling of 
inflation rate by leaving excise duties 
d in nominal terms. 

With inflation high and output slowing, 


























) this year in manufacturing, says the 
asury, compared with 2⁄2% in 1988 and 
an 196 in 1987. If wage settlements fol- 
the present blip in inflation, that 496 
ld be higher. In any case, labour costs 
will rise by more than in the other big indus- 
‘countries. Mr Lawson has promised not 
o offset that trend with currency deprecia- 
tion, so the outlook is for a long, slow de- 
cline in competitiveness. 

. This helps to make the Treasury's fore- 
st of a current-account deficit that sticks 
t £1412 billion in 1988 and 1989 a little 
more plausible. (In other respects, that fore- 
st seems odd: with domestic demand 
growing more slowly, import growth ought 
o be squeezable to less than the predicted 
41590.) If the external deficit fails to shrink, 
erling will stay vulnerable to bad news— 
id that is the biggest reason why the econ- 
my's landing may be a lot harder than Mr 
wson would like. 





































D so we think 


dding to the uncertainty is the sorty state 
ritain's economic statistics. Errors in the 
onal accounts have soared during the 
ast year or so. The balance-of-payments fig- 
es are the most startling example. The cur- 
nt-account deficit reached £141 billion in 
88. But the capital account showed a defi- 
t of £500m, instead of a surplus the same 
ze as the current-account deficit. The “bal- 
cing item” that makes the capital and cur- 
nt accounts equal and opposite was thus a 
ol £15 billion. Nobody is sure how much 
his gap consists of unrecorded exports, 
ch would make the true current-account 
ficit smaller than it seems. 

‘The cso has just published the results of 
x-month. investigation into such errors. 
appointingly, the statisticians say the fig- 
| | ded by considerable 
ertainty". ’ Forecasters must rely on their 


own "backcast" 


iit labour costs are set to grow faster—by - 

























of what happened to the 
economy in 1988. So some of the differences 
between the predictions of the Treasury and 
those of outsiders spring from disagree- 
ments not about where the economy is go- 
ing, but about where it has just been. 

The Treasury thinks that national in- 
come rose by 4196 last year, well above the 
396 increase that it and most others ex- 
pected a year ago. Like all other forecasters, 
it also underestimated inflation (which 
turned out to be 612% by the end of 1988, 
not 4% as forecast in last year's budget) and 
the current-account deficit (which it said 
would be £4 billion). Most outside forecast- 
ers are gloomier than the chancellor about 
inflation. Before the budget they predicted 
an inflation rate of 66⁄2% by the year- 
end— but they had not expected Mr Lawson 
















to cut excise duties in real terms. 

Other forecasters are gloomier than the 
Treasury about the current-account deficit, 
too. It will be £1414 billion in 1989 accord- 
ing to Mr Lawson's team; as much as £17 
billion according to some outsiders. But 
there are exceptions. Economists at the City 
firm of Hoare Govett opt for £10 billion be- 
cause they are cheerful about export pros- 
pects, while the London Business School 
(which, like the af easury, has a sophisti- 
cated econometric model to be misled by) 
goes for £12 billion. The LBs expects a 
sharper fall in imports than anyone else. 

A little disagreement over forecasts is no 
bad thing. This time last year, remember, 
economists were in harmony about the pros- 
pects for 1988. And they were all wrong—as 
far as they can tell from the fishy figures. 











NICe one, Nigel 





Basic rate of income tax unchanged; personal allowances raised a 6. 8%. 


Lower rate of national-i 


-insurance contributions cut to 2%. Earnings rule for 


pensioners abolished. Noi increase in excise duties 


TOR the individual taxpayer, this budget 

. differs from Mr Lawson's usual fare in 
two ways. It is the first of his six budgets not 
to cut income tax by more than required to 
offset inflation. In each of the previous five 
he either trimmed rates or increased the real 
value of personal allowances. This year, de- 
spite riches that would have allowed him to 
cut the basic rate to 15p in the pound had 
he stuck to the PSDR set out in last year's 
budget, the basic rate remains at 25p, and 
personal allowances were raised by no more 
than the statutory 6.896 (the rise in retail 
prices in the year to December). The other 
difference is that, in contrast to last year's 
"rich man's budget", Mr Lawson has con- 


 centrated this time on the lower paid. 


His biggest change is the reform of na- 
tional-insurance contributions (Nics). While 


the basic rate of income tax has been cut. 


during the 1980s, the rate of NICs has been 
raised from 6.596 to 996. Total contribu- 
tions are now equivalent to almost three- 
quarters of income-tax revenues. 

A “good” tax should be efficient (ie, re- 
duce incentives as little as possible), fair and 


simple. NICs fail on all three counts. By tack- 
ling them, Mr Lawson therefore keeps alive 
his reputation for tax reform. Under the 
present system, which the ch 






ancellor started 


` to reform in 1985, employees pay nothing if 
"they earn less than the lower 
| (£43 a week in. 1989-90); but once their in- 
come passes that, a NIC of 596 is payable on 
the whole amount, not just the excess. Simi- 


er earnings limit 
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earning this . . 
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igh er rates of 7% and 9% are- 
eached, these rates apply to total 
arnings up to the upper ceiling of. 
325. This implies marginal tax rates 
f over 100% at certain low incomes: 
| WOrker can be worse off after a pay 
ise, creating a severe disincentive. 
'or example, when a worker's income 
rises from £42.50 to £43.50, his NiC 
umps from nothing to £2.18, leaving 
m £1.18 worse off. 
From October all employees with 
vages above the lower earnings limit 
ill pay 296 on income up to that 
el, then 996 on the rest. This elimi- 
ates the spikes in marginal rates at 
and 796 and softens the impact of 
initial spike, though at the cost of 
tly higher marginal tax rates for 



























e of 2%, because as soon as NICs 
come payable, the marginal rate be- 
mes 9%). 

< Most economists agree that re- 
rming NICs is the most effective way 
improve incentives at the lower 
d of the pay scale. Also, since those 
‘the bottom pay more in national 
surance than income tax, it does 
ost to lighten their tax burden. 

- The new measures leave nobody 
-worse off. Those on £115 or more a 
eek (roughly half average earnings) 
vill pay £3.01 a week less, those earn- 
ing between £45 and £115 will gain 
ess. In general the lower-paid will en- 
oy the biggest savings as a percentage 
of their income. Before this budget, 
although taxpayers on average in- 
mes or more had gained under the Tories, 

se on half average earnings were losing a 
igger chunk of their income in taxes and 






























to 1496 —the same, coincidentally, as when 
rs Thatcher took ofhce in 1979. 
The change in NICs will have little effect 


paid married men with families. For them 
at those part-timers, young single workers 
s Despite the reforms, — persist. 
step might therefore be to scrap the 296 


ly on income above this. The cost would 
£800m a year. The government argues, 
wever, that this would weaken the con- 





NICs than in 1979. From October their tax- 
burden will fall from today's 1796 of income. 


on the average or marginal tax rates of low- 
ny tax cuts are irrelevant: the gain is offset 
by the loss of family credit and housing ben- » 
fit. Mr Lawson's reform is directed mainly 
nd married women who are not entitled to 
ere is still a sharp j jump in the marginal | 


rate at the lower earnings limit. The logi- . 


ate completely, converting the lower earn- > 
s floor into an allowance with NICs paid ` 





























tributory principle—the idea that NICs are 
payments tied to benefits such as pensions. 
A second quirk is that because the up- 


 per-earnings limit is less than the threshold 
for the 4096 rate of income tax, the path of 


the combined income-tax-plus-NICs rate 


looks bizarre: between incomes of £325 and 








then leaps to 
nating this kink eer ps to abol ish 
the upper-earnings ceiling. Politically, 
this is unthinkable as many people 
would face an increase in their mar- 
ginal tax rates from 2596 to 3496, and 
some would be more than £1,000 a 
year worse off. In the longer term, the 
most sensible goal might be to inte- 
grate the income tax and NIC systems. 
The nic ceiling could be steadily 
raised each time income tax was cut, 
so nobody would be worse off. 
Besides the poor, Mr Lawson also 
favoured pensioners in his budget: 
the earnings rule is to be scrapped. At 
present, pensioners who continue to 
. work have their state pension docked 
if they earn more than £75 a week. 
Abolishing this rule will remove a big 
disincentive. The more generous age _ 
allowance for those over 80 is bein: 
extended to those over 75, and th. 
rate of withdrawal for the age allow- 
ance (as income rises above £11,400) 


_ will be slowed down. 


Drinking, driving, avoiding 


In last year’s budget, Mr Lawson dou- 
bled the taxable value of a company 
car. That still left the taxable benefit 
at roughly half its true value, so own- 
ers of such. perks—which now ac- 
count for more than half of all new 
cars bought in Britain—had been 
fretting about another huge rise this 
year. They can relax. The chancellor, 
rather timidly, raised the taxable 
value by a relatively modest one- 
third. The owner of a 1,800cc car, do- 
ing average business mileage, will pay 
£112.50 more in tax this year. 

Mr Lawson was kinder still to drinkers, 
smokers and other motorists. He left duties ... 
on tobacco, alcohol and most leaded petro 
unchanged, which will temporarily depress 
the inflation rate. If excise duties had been 
fully indexed they would have added almost 
half a percentage point to the RPI, pushing 
inflation higher still this spring. This is the 
second time that Mr Lawson has left excise ` 
duties pretty much untouched (the first was 


in 1987). In several other years taxes have 
. not kept pace with inflation (see chart on 


next page). The cost to the government this 
year of not revalorising excise duties is £1.1 
billion; the anti-smoking and anti-drinking 


‘lobby mutter that the cost in deaths, illness 


and accidents will be higher. 

Fora second year, Mr Lawson has at- 
tacked the: transfers from rich to less rich 
that can be used to avoid tax. In 1988 
Grandpa’s covenant transferring some of 
his income to little Julian lost its tax-deduct- 
ibility. This time Jack's gift of shares to his 
girlfriend Jill will land him with a capital- 
gains bill. A gift has always counted as a dis- 


THE ECONOMIST MARCH 16 1989 















posal, just like a sale. But until now any tax 
on Jack's resultant "gain" could be held 
over until Jill sold up, and was then her 
responsibility. Sensible girl, she timed her 
.  alesso that each year's gain was below her 
“exemption limit. So large paper gains could 
be turned into cash, yet no tax ever got paid. 


The new rules end this. But gifts to char- 


ity are not affected, nor gifts between 
spouses—vital news for husbands transfer- 
ring investments to wives ready for indepen- 
dent taxation in 1990. There are general ex- 
ceptions too: for business assets, heritage 
property, or gifts immediately liable to in- 
heritance tax. Oh, and gifts to political par- 
ties: enrich the Tories or the taxman? 





Greenery 


HE budget handed one welcome gift 
Ato the environmental lobby and 
cocked one small snook at it. 

The gift is a 4p-a-gallon tax cut for un- 

leaded petrol, which should now be 

, about 10p a gallon cheaper at the pumps 

^4 than leaded four-star. This will save 

. green motorists some £30 a year—more 

than enough to cover the £5-15 cost of 

- adjusting each of the 104m cars on Brit- 

ish roads that can easily be made to run 

-on unleaded (and which some manufac- 
turers will adjust for free). | 

As a further 342m cars can use the 

. stuff without adjustment, the potential 
A market for unleaded is, as Mr Lawson 
. noted, two-thirds of Britain's 21m cars. 
i There is some confusion here: on March 
| 10th: Mrs Virginia Bottomley, a junior 
| environment minister, put the propor- 

tion at 80%; on March [5th Mr Peter 
| Bottomley, her husband and minister for 
| roads and trafic, put it at 43%. With 

ministers so muddled, it is no surprise 

. that motorists are, too. 

i Unleaded’s market share is now 
| 542%, up from 0.2% a year ago. To help 
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i Business taxes 


Simplify, simplify 


Co 
but 






ration-tax rates unchan m 
ow-rate threshold raised. 


extended to commercial build ing 
o 


and utilities. Simpler taxation 
small companies 


DVOCATES of a cut in the rate of cor- 
poration tax to less than its present 
35% claim that reductions to date have yet 
to compensate for the scrapping of capital 
allowances between 1984 and 1986. The 
Confederation of British Industry says that 
the total tax haul from companies is equiva- 
lent to nearly 496 of GDP, compared with just 
over 296 in France, West Germany or Amer- 
ica. Business, it reckons, is owed a reduction 
Or two. 

Mr Lawson thinks otherwise, mainly be- 
cause a cut in corporation tax would hand 
companies more cash to meet bigger wage 
demands. Nor has Mr Lawson any intention 
of cutting companies' tax burden by intro- 
ducing new allowances or credits. But if the 
basic income-tax rate falls further, as it will, 
Mr Lawson is likely to cut the rate of cor- 
poration tax, too, to keep the differential be- 
tween the two roughly where it is now. In 
the meantime, companies will benefit from 
his decision to delay imposing the standard 
rate of VAT on utility bills (which the EEC is 


to make it more widely available, Mr 
Lawson has raised taxes on two- and 
three-star petrol (which account for a 
dwindling 6% of petrol sales), making 
both 10p-a-gallon dearer than unleaded. 
Mr Lawson hopes filling stations will 
turn over their two- and three-star 
pumps to unleaded. 

Expect unleaded to account for some 
2096 of petrol sales by the end of 1989. 
Britain will still be way behind much of 
Europe: in West Germany, unleaded ac- 
counts for nearly half of petrol sales. 

Mr Lawson's green snook is buried in 
a capital-gains concession. Sales of land 
below market value to a non-charitable 
housing association will attract CGT only 
on the actual proceeds, not the market 
value. The aim is to help landowners 
meet local needs by providing cheap sites 
for low-cost village housing. The rural- 
housing lobby is delighted. 

Not so the greens. They know, be- 
cause the environment secretary has said 
so, that it will mean new housing on "ad- 
ditional land which would not normally 
receive planning permission". They are 
right. But so is Mr Lawson: the market 


will not house farm labourers on land 
costing £500,000 an acre. 
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insisting upon) until 1990. | 
The budget confirms that the g 
ment sees small businesses as no dif 
from large ones—just smaller. This 
has stood in the way of the kind of. 
discrimination that allows small f 
West Germany to borrow at below 
rates. Their British counterparts are: 
gling with interest rates that inflate 
need for working capital: many small 
panies have big-company debtors, whi 
paying later and pushing the smal 
larger and more expensive overdraf 
chancellor has brought some relief b: 
ing the band for reduced cmon 
from profits of between £100,0€ 
£500,000 to £150,000-750,000.. But h 
produced few other palliatives, with 
to reduce the capital-gains liabilities 
shareholders incur when switching 
vestments from one small firm to.anot 
One reform that will be-welcomec 
small businesses is the abolition of a 
tionment. Until now, the Inland. Re 
has had the right to tax profits from i 
ment income earned by close com 
(those controlled by five or fewer o 
though they had been distributed, 
or not this was the case. The rules f ; 
tioning liability in this way are a mess, 
ing menacingly over the modest inter 
ceipts of many family firms. The b 
proposes that interest income of close 
panies will in future be treated iñ 
way as trading income, though a flat 
rate will apply to close investment cc 
nies to stop them becoming tax. 
rich investors. This arcane reform has 
made easier by last year's cuts in to 
rates. | 
One other change i in the milis: on 
close companies is designed to stop i 
tors in Business Expansion Schemes 
using such companies to gain tax relie! 
loans borrowed to pay for their BES ini 
ments. With top tax rates of 4096, inv 
will perhaps now be less keen on such d 
vices, and more interested in the intrins 
merits of their BES projects. 












































































ief restrict 


YTOCKBROKERS have long complained 
J that the tax system unfairly favours 
e who save through collective schemes, 
ach as life assurance and occupational pen- 
ns, rather than through direct invest- 
t. Mr Lawson has listened; his desire to 
omote "popular capitalism” has led him 
slant his budget towards encouraging di- 
ownership of shares. Having ended tax 
ief on life-assurance premiums five years 
he is now chipping away at the privi- 
es of the occupational-pensions industry. 

may also hope that some of his measures 
revive Britain's paltry savings ratio. 

The budget should boost the flow of 
yney into the pensions industry. Employ- 
roviding a pension of more than two- 
of final salary will no longer lose all 
lief. But Mr Lawson has limited the 
vernment's liability by deciding that tax 
will not apply on that part of a pension 
ich is based on a salary of over £60,000. 

ture years this limit will be raised in line 
inflation rather than faster-rising earn- 
xs. The change will affect only a tiny mi- 
vority of salary-earners to begin with, but 
ver the coming decades the government’ s 
ax subsidy to the occupational-pensions in- 
stry will slowly erode. 

Mr Lawson is continuing to encourage 
ore employees to have their own pension 
lans. Since last July the government has of- 

ered incentives to those contracting out of 
‘own scheme in favour of a personal pen- 
. Mr Lawson has now gone further. He 
increased the annual contributions that 
e over 35 can make to a personal pen- 
; He has made it easier for employees to 
e additional voluntary contributions 
) into their pension schemes. And, by 
olishing the two-thirds of salary rule, he 
s removed the penalty on Avcs which 
rformed too well (and thus breached the 
e, threatening to disqualify the pension 
ym tax relief). 

Mr Lawson's theme is that individuals 
should be responsible for their own savings. 
ence his attempt to perk up that sickly tod- 
born of the 1986 budget, the Personal 
ity Plan (PEP). Those who buy shares 
rough a PEP pay no tax on dividends or 
pital gains. But only around 250,000 peo- 
e have set up a PEP so far, most of them 
asoned share-buyers who exploit their PEP 
-way of avoiding capital-gains tax. PEPs 
ve attracted few virgin investors. 

One deterrent was that firms offering 
Ps charged. management fees of 1-11^96. 
he fees would often wipe out the gain from 
e tax relief on dividends, and so deter 











— limit on tax-exempt occupational 
ie to final salaries of £60,000 or less. 
lified, allowing greater use of unit trusts. Tax relief assured for ESOPs 


yensions removed, but 
EPs reformed and sim- 


smaller investors for whom the capital-gains- 
tax exemption was an irrelevance (investors 
are liable for CGT only if they make invest- 
ment profits of more than £5,000 in a single 
year). Another disincentive was that only a 
quarter of the PEP—or £540, whichever was 
greater—could go into unit trusts. 

Mr Lawson has raised the annual limit 
for PEP investment (and the unit-trust com- 
ponent within that). Investors will also be 
allowed to withdraw money whenever they 
want, without losing—as they have hith- 
erto—tax relief on the whole PEP. Strict lim- 
its on the amount of a PEP that could be held 
in cash had previously curtailed investors' 
freedom. The budget abolishes these limits; 
but to discourage PEPs from becoming 
money-market funds, interest paid on cash 





will be taxed, like bank and building-society 
deposits, at the composite rate. 

With an eye to future privatisations 
such as electricity and water, Mr Lawson has 
dispensed with the rule that an investor 
choosing a PEP must finance it with cash. 
The budget proposes that shares bought as 
part of a new issue can be shoved into a PEP. 
So punters in future privatisations who 
wrap their investment in a PEP are guaran- 
teed exemption from capital-gains tax. That 
will be an incentive to keep their shares. 

Life-assurance companies fret that such 
a benign tax regime for PEPs could pull 
money away from rival vehicles such as unit- 
linked life policies. Yet if management fees 
stay at their existing levels—wiping out the 


gain of tax relief on dividends—the life com- 


panies run little risk of losing most normal 
investors in their unit-linked policies. 

Some management fees should fall be- 
cause the budget simplifies the administra- 
tion of reps. And PEPs based entirely on unit 


possi le. Sich PEPS would 


-entail much less l than conver- 


tional share-based plans. If unit-trust com- 
panies decided to market unit-trust-only 
PEPS, they could. probably pare fees down to 
substantially less than 19o. 

But Lloyds Bank, the market leader with 
86,000 pers, has no plans to lower its 1% 
charge: it and other leading PEP firms have 
found the product unprofitable: The sec- 
ond-biggest plan-provider is Save & Pros- 
per, which charges 144% on its 32,000 
plans; without Mr. Lawson's budget boost, 
S&P might have pulled out of PEPs, and it has 
no intention of lowering its charges. 

Mr Lawson's other wheeze for promot- 
ing popular share-ownership is to encourage 
worker-shareholders. He has blessed Em- 
ployee Share Ownership Plans (EsOPs) with 
a legal status they previously lacked. In a 
typical ESOP, a trust buys a slice of a private 
company's equity with borrowed money; . 
the company in subsequent years makes tax 
free payments to the trust; this cash allows 
the trust to repay debt and release some 
shares to individual workers. ESOPs are a 
more sophisticated and flexible way of giv- 
ing shares to workers than simple share-dis- 
tribution schemes: an ESOP can borrow, and 
therefore buy big chunks of equity when it 
suits a company. 

Because ESOPs lacked legal recognition, 
the Inland Revenue has several times chal- 
lenged their tax-exemption in the courts. 
This uncertainty has discouraged firms from 
ESOPing: there are only 15 in Britain, com- 
pared with 7,000 in America. Britain may 
now catch the ESOP bug. Managers planning 
a buy-out with borrowed money may find it 
hard to resist the technique. A management 
buyout which includes an ESOP would enjoy 
tax relief, while a conventional MBO would 
not (to qualify for relief, shares must be dis- 
tributed to all workers on a pro-rata basis). 

Mr Lawson failed to remove one tax . 
anomaly that discourages many family: 
owned firms from setting up an ESOP. A fam- 
ily that wants to realise some or all of its eq- 
uity would currently do much better to sell 
itself to another company; for if it is paid 
with shares, it can “roll over" (postpone) 
paying capital-gains tax. If a family sells eq- 
uity to an ESOP it must pay CGT immediately. 

ESOPs have a curious political prove- 
nance: last year both the right-wing Adam 
Smith Institute and the left-wing Fabian So- 
ciety published pro-Esop pamphlets. To 
make it clear that ESOPs are not a creeping 
collectivist tool, Mr Lawson's bill insists that 
tax relief applies only to ESOPs in which all 
the shares are distributed to individual 
workers within seven years. For Mr Lawson, 
employee share ownership is a means of 
weakening socialism: just as one-time La-, 
bour voters who bought their own homes 
now vote Tory, so, Mr Lawson hopes, will 
worker-shareholders. "SR . 
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Doctor Whinge, QC 


First Mrs Thatcher beat the unions. Now she has challenged two mighty 


professional groups, the doctors and the 


Winn the space of a month, the gov- 
ernment has announced radical re- 
forms of the National Health Service (NHs) 
and the legal profession. The resulting up- 
roar has made ministers nervous. The 

ealth-service changes carry a greater risk in 
-we polls—the British are much attached to 
their NHS, and will not easily be persuaded 
that it needs reform, rather than simply 
more public spending. Barristers are less 
loved than doctors. On the other hand, the 
House of Commons has almost 100 lawyers 
(two-thirds of them Tories) and only six doc- 
tors. So it is on its law reforms (see next 
page) that the government may face most 
trouble in Parliament. 

Trouble in the health service has al- 
ready reached a crescendo. On January 31st 
Mr Kenneth Clarke, the health secretary, 
declared that he had three days to sell his 
reforms. Six weeks later he has a physicians’ 
revolt on his hands. The British Medical 
Association (BMA) claims the reforms will 
“cause serious danger to patient care in the 
NHS”. A survey of general practitioners 
(GPs) by Medeconomics reveals that 80% 
feel the reforms will not improve their ser- 
vice to patients. Many GPs plan to display 


How Bevan won 


HE pages of the British Medical 

Journal were full of apocalyptic edi- 

| torials and angry letters, warning of the 

destruction of a great and liberal profes- 

| sion. The British Medical Association 

denounced the health minister as a dicta- 

tor and railed against the politicians who 

put their dogma before the nation's 

health. A BMA plebiscite discovered that 

| only 4,735 doctors approved of the gov- 

ernment's health reform, whereas 40,814 

disapproved. Some threatened to with- 

| hold their service. The Economist con- 

| sistently supported the reform. It was 

| first proposed in a white paper 44 years 

| ago, and consisted of setting up a na- 
tional health service. 





lawyers. They are fighting bac 


leaflets and posters claiming that the re- 
forms, like smoking, could seriously damage 
patients’ health. “We are the most powerful 
trade union in the country," one doctor 
told the council of the BMA, "and if we act 
together with patients we will win." 

So far ministers have been unimpressed. 
Mr Clarke accused GPs of "reaching for 
their wallets” whenever NHS reform was 
mentioned; Mr David Mellor mocked critics 

as ‘doubting Thomases’’. They remark that 
onih can be as short-sighted and 
bloody-minded as any other interest group. 
True—indeed, if doctors had had their way 
40 years ago, Britain would never have had 
an NHS in the first place (see box). 

But many backbench Tories are getting 
worried. The volume of mail from constitu- 
ents is formidable; and they are having trou- 
ble justifying—or even explaining—the gov- 
ernment’s plans. Some senior Tories, 
fearing that the government is alienating its 
natural supporters, draw parallels with the 
1963 abolition of resale price maintenance, 
which devastated another Tory constitu- 
ency, small shopkeepers. 

The doctors are upset partly, and 
rightly, by the style of the health-service re- 


Aneurin Bevan, the health minister, 
dealt deftly with the intransigent profes- 
sion. He compromised where necessary, 
tempting his opponents with guarantees 
of security, offers of generous remunera- 
tion and compensation, and opportuni- 
ties to continue with private practice. He 
flirted with the medical elite at the Cafe 
Royal and made witty speeches at meet- 
ings with medical specialists. But he con- 
sistently pushed his new health service, 
and was happy to use threats when neces- 
sary. Backed up by a decisive electoral 
majority, he declared that “the House of 
Commons is supreme, and the House of 


Commons must assert its supremacy”. A 
useful line for Mr Kenneth Clarke. 
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view. Conducted in secret, without propel 

attempts to consult the profession, it as 
launched amid sneers at “producer monop- 
olies” and “vested interests”. Its reforms a a 
to be rushed into practice without experi- 
menting, on the basis only of a flimsy set o 
working papers. There is no sign that- dr 
Clarke will emulate Bevan, who spent year: 
persuading doctors to accept the NHS. — 

The doctors also complain about he 3 
substance of the white paper. Some, but not 
all, of their complaints are reasonable: — | 

e The proposals, they say, would 
dis NHS, and make it a poorly planned anc 
unco-ordinated service. The original id 
behind the NHS was that local host i 
should provide a comprehensive range c 
the services that local people needed. In u- 
ture, hospitals that opt out of the control of 
their local health authority will be told tc 
provide a basic, but not a comprehensive, 
set of services. Budget-holding GPs may have 
a financial incentive to send patients to dn 
tant hospitals for operations that local h 
pitals do not offer, or undertake mo re 
expensively. 

The government’ s reply is that pl: ng g 

has led to waiting lists and underused capac 
ity. Demand will be a better way of matchin 
patients to resources. 
@ If patients are given greater choidelta | 
doctors, the articulate will seek out the best 
doctors, while services for the uneduca d: 
will deteriorate. 

Maybe. But the middle classes have a 
ways managed to get the best out of free we i 
fare-state services. By offering more choice 
between doctors, the government hopes 
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that the worst ones will be forced to improve 
or retire. 


- € The white paper wants to impose tighter 


. controls on the drugs GPs can prescribe and 
on the amount they can spend on drugs. 


.. Doctors see this as a crude attempt to cash- 
— limit them. They think that it will damage 
~ the trust between doctors and patients, 


since Bevan ' 
N ing down British throats”. 


while at the same time reducing patients’ 
» choice by limiting available treatment. 
True. But ministers have been fighting 
(to control costs in the health service ever 
'shuddered to think of the 
- ceaseless cascade of medicine which is pour- 
Doctors dislike 


he proposed new method of allocating 


E scarce resources mainly because they, rather 


- than the government, will have to answer 
eri it. In fact, the reforms will probably in- 
government spending on the health 


a | service, partly by making patients more 
. aware of constraints caused by shortage of 
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| HE chubby chancellor of the exche- 


quer gave tempting Thérèse a smack- 


j - ing kiss in full view of photographers as 


he went off to deliver his budget. But 
|| that did not dampen the media-reptiles' 


|] enthusiasm for a still-sexier story: pout- 





ing Pamella who prefers politicians. 

"£500 and I'm very discreet" chor- 
tled the News of the World, which broke 
the story of Miss Pamella Bordes, a par- 
liamentary research assistant who, it 
claimed, had offered its reporter tempo- 
rary use of her body in return for the 
cash. The reporter, of course, made his 
excuses but did not leave before Miss 
Bordes told him of her wide acquaint- 
ance among the well-known. 

Dapper Mr David Shaw, the back- 
bench member of Parliament who em- 
ployed Miss Bordes, was tight-lipped. 
Cuddly Mr Colin Moynihan, the sports 

. minister who took her to the Conserva- 
tive Winter Ball, said he had not slept 
with her. Huggable Mr Henry Belling- 
ham, who got her a parliamentary pass, 


— | raised sniggers when he insisted that her 
|| "credentials were checked thoroughly". 


| All three say they know nothing of 


|| her background. Indeed, all that is 


|| known for certain is that Miss Bordes (or 
|| Bardes: spelling of her name is as various 
as her age, which seems to have a range 


4 close to her vital statistics of 34-22-34) is 


— | Indian and that her hobbies include be- 


ing photographed in nightclubs holding 


| hands with national newspaper editors. 


(The tabloids have bagged two so far). 


the cachet of Soviet naval attachés. As a 


y 
| Newspaper editors do not have quite 
J 
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* " GPs Pond hospitals are to buy mad sell ser- 
vices, both will need a vast amount of in- 
formation, about the costs and conse 
quences of treatments, that is not generally 
available. The internal market, as the gov- 
ernment envisages it, stands or falls on the 
provision of sophisticated information sys- 
tems that do not vet exist. 

This claim by the doctors of their own 
inadequacies is their most powerful single 
point. Nor does the government have a 
ready solution. When Mr Clarke appeared 
before the socialservices select committee 
on March 15th, he was disturbingly vague 
about the practicality of installing the tech- 
nology necessary for clinical budgeting. He 
could not point to a single example of a suc- 
cessful system installed in the past 18 
months. 

[n the end, compromises may be forced 
on Mr Clarke not by the lobbying of the 
doctors but by the sheer scale of his reforms, 
and the hasty way they have been — 


/ Small sex scandal, few MPs Port. 


late sequel to the 1963 Profumo affair, | 
the Bordes episode is still Hamlet with- 
out the prince. This does not stop the 
tabloids from linking them. Her job, 
hissed Today, "made her a perfect target 
for agents from Soviet bloc countries, 
ready to use blackmail to prise out se- | 
crets”. The government is doubtless on | 
red alert for KGB infiltration of Mr Moy- 
nihan's football identity-card system. 


Stand by to repel Bordes 








A iss abes option has been suggested 
by Mr David Willetts of the Centre for Pol- 
icy Studies—a right-wing think-tank not 
usually given to caution. It is too ambitious, 
Mr Willetts argues, to expect hundreds of 
hospitals quickly to develop individual 
prices for treatment. Instead, they should 
start by using standard prices, with GPs 
choosing hospitals simply for quality of care 
and length of waiting-list rather than cost. 
Hospitals could later move towards setting 
their own prices. 

Such judicious compromise, born of 
practical necessity, might help to remove 
one of the aspects of reform that most 
alarms patients: the idea that decisions 
about their health might be made on the ba- 
sis of price alone. With luck, it might also 
reassure doubting doctors. 





Lawyers lobby 


6647 OU may think” is a phrase much 

used by judges to juries. It means "T 
think, and so will you, unless you want to be 
shown up as a bunch of dimwits.’’ The gov- 
ernment's plans for legal reform have pro- 
voked a deal of judicial huffing and puffing 
and you-may-thinking. A wise public may 
react as juries are apt to: with scorn. Minis- 
ters fear that many of their friends—not 
least in the House of Lords, due to debate 
the reforms next month—will not. 

The heart of the reform is to give solici- 
tors the right to speak, and to become 
judges, in any English court (and, under 
plans announced this week, in Scottish 
ones). Today, all the plums are reserved for 
barristers. The reform would at least mean 
competition. In time it might lead to fusion 
of the two professions. That would indeed 
be a revolution. But the idea is hardly novel: 

The amalgamation of the two branches has 
been much discussed in recent years 
as the Strand Magazine wrote in 1891. That 
might seem a good idea. Not to judges, 
though. They argue that the plans endanger 
the independence of Bar and bench alike. 
The very liberties of the nation are at risk. 

Those who say so are no lightweights: 
the Lord Chief Justice; the Master of the 
Rolls; Lord Ackner, a newish law lord; Lord 
Scarman, a former law lord and a rare and 
noted liberal among such; and, the latest, 
Lord Devlin, in his day a most distinguished 
judge. But what exactly are they talking 
about? Two fears: 

@ One is that the professional bodies deliv- 
ering "advocacy certificates" would need 
the Lord Chancellor's authorisation; and he 
would also set the standards (though not the 
details) for their codes of conduct. This 
might empower a future government to ex- 
clude, say, all but paid-up members of the 
loony left or the Carlton Club. True—but 
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would any gove 
ten days before empowering itself? 
-@ The second fear is that the judges’ right to 
rule their courtrooms would be limited. As 
Lord Devlin puts it, 
The right of audience is not a privilege vested in 
the Bar and subject to confiscation by Parlia- 
ment. It is a procedural rule made by the judges 
and donated by them, Devlin dixit, to the 
barristers four centuries ago. This notion of 
the courts as the judges' private demesne 
should be laughed out of Parliament as the 
seigne rial codswallop that it is. 
— [n sum, the judges are merely confusing 
the case. Ex-barristers all, that is hardly sur- 
prising. The true issues are not those of the 
constitution but of commerce: will the con- 
sumer get better and/or cheaper justice? 
_ The Bar says no. Government plans to 
let barristers and solicitors get into partner- 
ship together, it says, will lessen consumer 
choice. The best advocates and the most 
ined specialists will quit the Bar to join 
ne big City firms of solicitors. As the pool 
of independent barristers shrinks, clients— 
especially those of the small solicitor—will 
find their choice of advocacy reduced: if you 
want Sir Glycerine Tearcheck, Qc, to argue 
your libel case, you will have to start with the 
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Designer flight 


"| 
ing her manufacture from 
| Britain to Italy. Other big 
| names have already moved 
|] to Armaniland—Jasper 
. Conran and Betty Jackson 
now have much of their col- 
. lections made in Italy—while 
= some other design houses, 
= such as Workers for Free- 
| dom, are trying Asia. The 
| Britons who set sartorial 
| standards are dissatified with 
_ the companies that manufac- 
. ture clothes. 
Peculiar British attitudes 
| to dress shape the industry. 
= While rich Europeans dis- 
|| play their wealth in the cut 
-of their cloth, Britons who 
| want to look rich wear old 
| tweed jackets and green wel- 
 lingtons, implying a country 
| estate and an old-money 


Ag like frocks,” as Betty Jackson puts it. 
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M. LOTHES designers like to startle. 
A Katherine Hamnett did that during 

| London Fashion Week—not so much 

= with her crushed velvet hot-pants as 

= with her announcement that she is shift- 





Hardly dowdy 


contempt for those who show off their 
- cash. “British women think it isn't cool to 


While the average Italian spent £402 
on clothes in 1986, the average Briton 
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ega ership that he works for. 

Costs, adds the Bar, will not fall but rise. 
Today, even the lordliest QCs work from an- 
cient, ill-equipped but low-cost chambers. 
The big solicitors, in contrast, sit in grand 
offices, with grand overheads—which in fu- 
ture their barrister partners will share. 

The Bar is not alone in these claims: the 
director-general of fair trading, Sir Gordon 
Borrie (QC) supports it. Yet the slim evi- 
dence available does not. Most of the spe- 
cialist Bar—and here the evidence is quite 
strong—would choose to remain indepen- 
dent. On their side, the solicitors proclaim a 
general wish to see an independent Bar, and 
London's largest firm, Clifford Chance, says 
it does not plan to recruit lots of barristers. 

If this is what happens, clients could get 
the benefits of the present system without its 
costs: not least that of expensively consult- 
ing one expert who then expensively briefs 
another. Some specialist barristers indeed 
would like direct access to clients as a coun- 
terpart to the solicitors' right of advocacy. 

The criminal Bar, which accounts for 
40% of barristers, has some special —and 
stronger—points: 

@ Barristers should not get involved in in- 
vestigating the evidence in criminal cases. 
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spent £288. The British clothes-buyer 
does not ask for much more than chain 
stores such as Marks and Spencer and 
Next can offer; the continental European 
demands originality and perfect seams. In 
Britain only 2096 of clothes 
are sold by specialist bou- 
tiques; in France more than 
6096 are. The chain stores 
that dominate the selling of 
clothes in Britain dominate 
manufacturing as well. 

Britain does, however, 
produce talented designers. 
When they started to turn 
the world's heads in the early 
1980s, their tiny runs were 
made up in workshops. 
Many have got too big for 
that now; but they are still 
too small for the people who 
make clothes for the chain 
stores. The manufacturers 
are interested only in runs of 
thousands. Their growth 
comes from higher volume, 
not from higher value- 
added. The few factories that 
can do what the designers want cannot 
cope with the growth in the design 
business. 

While the designers’ volumes are too 
low, their quality requirements are too 
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€ Defendants, often on legal aid, are in no 
position to make informed choices. They go 
to the first solicitor to hand. In magistrates’ 
courts, he speaks for them. Give him the 
right to do so in crown courts, and—rather 
than choose a barrister—he will be sorely 
tempted to do the work himself. 

@ Indeed, he may be forced to. The new le- 
gal-aid law gives the legal-aid fund the right 
to decide whether the defendant gets a bar- 
rister at all. If solicitors can speak in crown 
courts, the fund might not allow a barrister. 
@ Besides, solicitors can charge the fund 
more for appearing than barristers do (true, 
but it hardly helps the previous argument). 
e The Crown Prosecution Service now pre- 
pares cases but (above magistrates' level) 
hires a barrister to conduct them. This 
could develop into a service of "career pros- 
ecutors ': a bad thing, says the Bar. 

The Lord Chancellor, Lord Mackay, 
under pressure is already saying that his _ 
ideas are not set in concrete. With his ear 
ringing from a London conference on th. 
reforms this week, he and the cabinet must 
now decide how far and for how long to re- 
treat. Some ministers will be glad if the deci- 
sion on both points is: plenty. 


| 
high. Britain does not have the technical | 
skills to produce the finish the foreign | 
buyers demand. Elizabeth Stuart-Smith, a | 
young shoe designer, says she is getting or- | 
ders this season just because she has 

moved her production to ltaly. Buyers | 
know that ltalian shoes will not have 
blobs of glue on them. 

While Britain still considers fashion a 
little vulgar, the Italians and French re- | 
spect it. "Taxi drivers", says Betty Jack- | 
son, "ask you what next season's colours 
will be," Top designers are heroes: the 
French turned the competiton between 
the parvenu Christian Lacroix and thein- | 
dustry's doyen, Yves Saint Laurent, intoa | 
national duel. | 

Big manufacturers on the continent | 
like to have an association with a big de- 
sign name. The designer may not directly 
contribute much to their profits, but he 
gives their business a seal of quality. The 
continent has more medium-sized fac- 
tories concentrating on quality and flex- 
ibility, not quantity. They produce good 
work partly because they get good work- 
ers. In Britain the jobs of cutter and seam- 
stress smell of a back-street sweatshop; in | 
Italy they are smart and well paid. 

British designers say that they would 
rather have their clothes manufactured in 
Britain. But so long as the British woman | 
is happy to be dowdy, the manufacturers 
will go on producing twinsets that would 
make the average signora on the street 
shudder. | 














| Minding the money 
-F Nigel Lawson, Britain's 


^ ^] chancellor of the exchequer, 
i" | delivered a cautious budget. 
. | Income tax remained un- 
|| changed while £2 billion ($3.5 
| billion) of Britain's tax surplus 
was returned to taxpayers and | 
- £14 billion of the national 
debt will be repaid. | 


e nes 


Venezuela d — a floating 
exchange rate for the bolivar 
| aspart of its economic re- 

| forms. On the black market 
the currency had been worth 
“almost one third its official — 
wt- rate of 14.5 to the dollar. 
| Since Venezuela's industry re- | 
lies on imported materials, de- 
valuation will hurt. 
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American Express's president, 
Lou Gerstner, will be the 
new chief executive of RIR 
Nabisco, a food and tobacco 
giant that fell to a $25 billion 
leveraged buy-out earlier this 
year. Mr Gerstner starts work 
with over $2m a year and a 
large shareholding. 















| The European Monetary | 
. System was ten years old this 
| week. The time was still un- 

| ripe for sterling to join. 

















| Crime and punishment | 


^. | The directors of NTT, Japan's 
; | largest company, showed con- 
trition for their role in the Re- 
cruit scandal by taking a pay 
cut. The president of the tele- 
| communications giant, Haruo 
| Yamaguchi, sorriest of all, will 
-forgo a fifth of his salary for 
six months. 









NOMIST MARCH 18 1989 


. Energy Transportation Sys- 


tems (ETS) won $1.04 billion 
in damages from Santa Fe 
Southern Pacific, an Ameri- 
can railway company. Santa 
Fe had conspired against ETS's 
plans to lay a pipeline to trans- 
port coal slurry across Amer- 
ica. This would have hurt 
Santa Fe's freight business. 


In the skies 


Daimler-Benz' s suggested 
merger with Messerschmitt- 
Bólkow-Blohm has run into 
early trouble. West Germany's 
Federal Cartel Office is wor- 
ried about the new company's 
share of defence spending. 


Boeing received a $500m or- 
der for ten freight jets from 
United Parcel Service, a pri- 
vate American courier. 


Musical chairs 


John Kissick is likely to.suc- 
ceed the beleaguered Michael 
Milken as head of Drexel 
Burnham Lambert's junk- 
bond business. The American 
bank moved him from the top 
job in its West Coast corpo- 
rate-finance outfit to help run 


its Beverly Hills office. 


Matsushita Electric Indus- 
trial, the world's largest con- 
sumer-electronics firm, ap- 
pointed an American, Richard 
Kraft, to run its American 
subsidiary. Previously the top 
job had always been filled by a 


Japanese. 











Despite the show's £3.8m 
($6.5m) in advance bookings 
and a generous salary, former 
Saint and 007 Roger Moore 
pulled out of "Aspects of 
Love", Andrew Lloyd 
Webber's new musical. Only 
four weeks before the curtain 
rises, Mr Moore discovered 
that he could not sing. 


Bonding 
Pilkington, a British glass 


1 maker, has sold 2096 of its 


American subsidiary to Nip- 


a pon Sheet Glass (Nsa) for 


£235m ($410m). The deal will 


|| help Pilkington to get its win- 
| | dows into Japanese cars; NSG 
| will get a foot into America. 


- Henkel, a West German 


chemical company, paid 
$480m for the Emery division 
of America's Quantum Chem- 
ical. This is the largest of over 
40 acquisitions made by _ 
Henkel in the past three years. 


America's door-to-door sales 
outfit, Shaklee, escaped a - 
hostile takeover with the help 
of Yamanouchi, Japan's 
eighth-largest pharmaceutical 
company. Yamanouchi paid 
$672m for Shaklee, 4096 more 
than a bid led by Irwin Jacobs. 


As the latest step in its expan- 
sion, AB Skandia, a Swedish 
insurer, bought National In- 
surance & Guarantee Cor- 
poration, a British counter- 
part. The deal is reckoned to 
have cost Skandia about 
£200m ($350m). 





Fuji Bank of Japan will joi: 
forces with Paul Volcker's 
Wall Street investment bou 
tique, James D. Wolfensohn 
The joint venture will be fi- 
nanced by $50m from Fuji 

plus $2.5m in equity from - 
each partner. ! 














Sheep and goats 


New Zealand's government 
decided to delay the sale o 
state-owned Bank of Ne 
Zealand (BNz) to the N 
Australia Bank saying that 
offer was too low. BNZ suffers 
from boardroom strife and 







































After growing in the first half 
of the 1980s New Zealand's 
lamb production has gone _ 
woolly. After falling by a fifth 
in the past four years, produc- 
tion is expected to slip an- = 
other 5% next season. High 
costs, low prices and drough 


have ‘hurt farmers. 






























Ragbag 
Storehouse, a bid-th | 


British retailer, sold its stake 
in SavaCentte, a joint - 
hypermarket venture, to it 


partner, Sainsbury, for £ 
($210m). 


The Hongkong and Shani 
hai Banking Corporatio 
announced profits of HK$4 
billion ($550m) in 1988, 209 
higher than in the previous. 
year. But its British stockbro 


ing subsidiary, James Capel, 
lost £32.4m ($58m). 























































































Worldwide, the motor in- 
dustry continued to grow last 
year, with production of pass- 
enger cars reaching a record 
. level of 34.8 million units. Yet 
‘a brief comparison of the 
^ three major sales and manu- 
' facturing centres, namely 

.the EC, North America and 
Japan, reveals divergent 
trends. Output went up 
slightly in both the US and 
^ Japan, yet it rose again sub- 
 Sstantially in Western Europe 
| as a whole. However, West 
| Germany produced 0.6% 
|. fewer vehicles than in 1987. At 
| thesame time, though, Spain 
‘and two newly industrialised 
EF. countries, South Korea and 

= Taiwan, surged ahead. 

In 1989, demand will prob- 
. ably soften worldwide. In the 
US, but also in West Ger- 
| many, consumer spending is 

growing at a slower pace. 
| Moreover, many prospective 
| Japanese buyers will put off 

new car purchases until 1990, 
| when a sales-tax cut is due to 

X gointo effect, while increasing 
car ownership in European 
countries such as Spain and 
Portugal, the Pacific Basin 
and Central America will not 
be sufficient to offset the ex- 
: pected drop in sales in the 
*classic" markets. 

Passenger car exports are 
still a vital factor in the overall 
performance of the sector 
in Japan and the leading 
Western European produc- 
er countries. Until fairly 
recently, the rapidly growing 
l..automobile industries of 

. Spain, South Korea and Bra- 
| zil produced almost exclu- 
I- es | ud expen how. the 





domestic market is beati ng 
an increasing share of output. 
The world over, compe- 
tition in passenger car mar- 
kets has become much more 
intensive in recent years. 
Faced with the emergence of 
truly global markets, leading 
manufacturers have modified 
their production and market- 
ing strategies accordingly. 
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lorld automobile industry: 
competition heats up 


which primarily supply the | 


export market. 
Supported by their Eun: 


pean subsidiaries and their - 


joint ventures with Japanese 

firms, US carmakers are 
currently modernising their 
plants—not least because pro- 
ducers in newly industrialised 

countries, exploiting not only 
Japanese and European manu- 


-© vehicle 


World automobile industry, 1988 


in million units | 











Morth America 


The Japanese, for instance, 
who found themselves more 
and more constrained by 
rigid import quotas in North 
America and certain Euro- 
pean countries, have increas- 
ingly shifted production 
overseas and have moved 
upmarket to build higher- 
value-added vehicles. In- 
creasingly, “Japanese” cars 
made in the US are being 
exported. Over the medium 
term, though, the expansion 
of foreign production by 
Japanese firms is bound to hit 
capacity utilisation at their 
large-scale domestic facilities, 


EC x 
€) estimated; *) exports from North America; 7) expos from EC 
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The Commerzbank report on German business and finance No. 3/89 duction costs at at, their plants 


tł éy ‘must cut pro- |. 





.now, edm tey are pur- 


chasing more and more com- - 


ponents from outside sup- - 
' pliers and, at the same time, 


they are making maximum 


use of PANE inventory 
i systems. ^ 


German firms i in good. 


shape - 


The Single Buropean Mar- 
ket will add a new dimension 
to competition in the motor. 
industry. Japanese - 
firms are already setting up 


production facilities for 
medium-sized cars within p 
. Community, - 
. . Britain. West German ma 
facturers are probably” better 


above - all. 





m from rd 
competition on the domestic 


: front. By contrast, German 


facturing TUNE ‘bi t also 
joint marketing agreemen 


American small car market. 
European companies cur- 


rently face a double challenge. 
With competition intense in- 


both foreign and domestic 








ise producti 
with US producers, have cap- 
tured a sizeable share of the . 


maintain 


carmakers—whose labour 


- costs are high—have been 
|. ` forced to meet the competi- 
.9 /. tion from abroad head-on in 
c. their own home market. How- 
um ever, by crea 








ncentive not o | 
but also to 
remain at the forefront of 
automotive: technology, this 
competitive pressure has 
helped West German firms to 
their worldwide 
reputation for. engineering 
excellence. 





VIEW POINT is se as. a aan service to the Xaternaliosal a . 


business and financial community ‘by the. Economies Department ^T 


of Commerzbank, PO. xs 100505, T. 6000. Frankfurt/ Main 1. 


to kional- 











and mouths 


: i Big companies aui. changed the way they talk and listen to people both 








3 outside and inside their businesses 

(M fr Denys Henderson took over 
V as boss of ici, a British chemicals gi- 
nin 987 | ie amazed to discover that 





a an it, "thongh 6 of its assets were there. 
~~ Even senior employees did not understand 
how much ict had changed. So one of Mr 
Henderson's priorities has been to revamp 
the company’s image. He had the logo rede- 
signed, launched a worldwide advertising 
campaign and instituted a programme to 
help employees understand the new ici. A 
central part of all this was to give the public 
relations department higher status.. 
In December 1984, an explosion i in Bho- 
pal, India, killed more than 2,500. 
people. Afterwards Union Carbide, | 
the American firm which owned a 
’ majori ake in the plant, began to 
receive as many as 5,000 calls a day - 
from the press. Though the company 
— had cultivated its relationship with 
 "nvironmental groups, it had largely 
> . gnored journalists. After Bhopal it 
~ was lambasted by the media. So, dur- 
ing the past four years, Union Car- 
bide has appointed a senior public-re- 
lations manager who talks to the 
chairman every day. His job: to im- 
- prove- media relations and help em- 
... ployees again feel proud to work for 
-> the company. Communications— 
- broadly defined—now takes up 7596. 
s. oft the chairman's time. 
Glaxo, a British pharmaceuticals 
z company, had different reasons for 
'. changing the way it talked to people - 
.. outside the firm. Since 1981, it has 
.. moved from 25th place in the world's 
^^ league table of pharmaceutical firms 
| (ranked by sales) to second. In Lon- 
. don, its shares have become among 
he most heavily traded on the stock 
hange. Yet it was not until Decem- 
1985 that i it bothered to brief ana- 
ts about its plans. Since then it has 
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Wand ien DI fs had bead 


preached its corporate E to American 
and Japanese investors alike and. even ar- 
ranged an extravagant transatlantic satellite 
link-up. 

These three examples show how even in 
the single industry of drugs-and-chemicals 
the most varied and basic of changes that 
affect a company can also require it to up- 
date its image. But they also show a more 
important thing: a new logo or a new slogan 
does not just passively communicate change; 


it can also effect change. After Union Car- 
bide reached an out-of-court settlement of ` 


the Bhopal disaster, it found itself a takeover 
target. The company’s beefed-up communi- 
cations effort helped prevent takeover by 
raising its share price. 

This may not save the company Pn 
predators; any rise may or may not be partly 
attributable to a public-relations offensive. 












But the fact of a share-price rise rem 
suasive. And when, last year, 
launched an expensive corporate adv 
ing campaign using Miss Glenda. J; 

and Mr George Segal, it helped nc 
market Mp uc no dest " 


billion. 
What the job entails - 


So corporate communicat io 

calls. itself—is more -th 
dressing or lunching hac 
flects but helps determine 
companies are. As well.as bi 
the communications depart 
help it keep track of what is goin; 
wider world. Study after : ! 
that a big influence upon a'comp 
formance is change in its: t 
wider world. This sometimes: 
tors that the company has dir 
control, such as rd 




































ever-more involved in public affairs ar 
firms play a larger role in the formulation c 
new laws. The number of industrial expe 
appearing before government comt 
has risen. They may be asked to co 
on matters directly relating to their 
| try, such as, say, laws on: hazardot 
waste, or on energy savings. C 
may be asked about more- 
questions like the impact i 
of television or the ethics o 
babies |. Ec 
e Pressure groups. "These cá | 
against everything from lead i 
rol, to new technologies su 
netic engineering, to general iss 
corporate behaviour. These 
Britain’s Barclays. Bank lost 
slice of its student busines: be 
its involvement in» Sout 
Since its. withdrawal. i: 
again flocked to its doors: : 
-. Shareholders. As large 
tional. investors. fiii) gu 
powerful and accounte: 
slice of stockmarket owne 
— panies have had to take the 
seriously. Fund. managers, unc 
sure from their own inve 
trustees, have become obse 
quarterly earnings and. they. 
their shares more and mor 
quently. In response,.c compani , 
taken up' ‘investor relations”: t 
of convincing big. institutions 
their investment is being pro 
looked after and that a compariy 
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sare i. more 'e tog ether than 





umerican firms had set up investor-rela- 
ions departments. Though such depart- 
nts have not forestalled the latest wave of 
overs, the idea is spreading to Europe. 
he media. This can be—as Union Car- 
again discovered—the single most pow- 
| influence upon audiences outside the 
pany. Although the media is of no di- 
importance to a company (in that it is 
a decision taker), it can influence the 
ome of, say, a takeover bid because it 
iy be an apparently independent source 
nvestors. A favourable mention is even 
er than free advertising. 
In all these cases, corporate-communica- 
s departments look outwards to perform 
s that have grown in importance and 
plexity over the years. There remains 
area which requires them to look in- 























E iaployóes. The Conference Board, an 
ation of iane American firms, found 


AT ALL began shortly before the 1988 
«A baseball season. Mr. Jack Hillerich, 
president of family-owned Hillerich & 
Bradsby (Has) of Louisville, Kentucky, 
‘returned from a visit to East Asia. Like 
many before him, he was intrigued by the 
just-in-time (JT) inventory controls in 
"force at factories he visited. - 
 - His own factory had a more leisurely 
Į- way of doing things. The manufacturing 
cycle of its best-known product, the Slug- 
ger (the Rolls-Royce of baseball bats), 
uns over 60 years: that. is how long it 
akes for the company's Northern White 
Ash trees to grow big enough to be 
elled. Then the wood has to be seasoned 
or six to eight months. | 

<- Undaunted, as the baseball season 
"got under way, Mr Hillerich set about ap- 
:plying East Asian lessons to the parts of 
his 100-year-old company that do not 
grow on trees. His bats have to be 
“graded, sawn, sanded, finished, packaged 
cand shipped. At H&B, as at many other 
“manufacturers, all this work was par- 
celled out into batches. The sanding ma- 
chines, for instance, were always kept 
busy beavering away at smoothing hun- 

reds dh one model ud bat at a time. Át 








< with employees. American General Life, for 


"takeover. By the ES 1970s, 1 most. t big example, selects a dozen employees at ran- 





dom each month to meet the president to 
discuss matters of public concern. General 
Dynamics—under attack last year during ac- 
cusations of corruption in the Pentagon— 
has set up an in-house hotline as part of a 
new "ethics programme”. Employees could 
ring the ethics director about company poli- 
cies; the service was so popular it was con- 
verted into a general-information line. 

The involvement of corporate-commu- 
nications departments in employee relations 
may seem at variance with other parts of 
their brief. It is not. The "corporate cul- 
ture" that companies project to the rest of 
the world must also convince its own em- 
ployees. In Britain, a retail chain, John 
Lewis, discovered that its slogan — "Never 
knowingly undersold'—though aimed at 
customers, contributed usefully to attempts 
at increasing the quality of service in its 
shops. Banks consider their “mission state- 
ments" particularly important because so 
many of their employees talk to the public. 
As companies realise that the quality and 


strong workforce were asked to turn 
themselves into groups, each working on 
the manufacture of complete bats. Ma- 
chines were no longer kept busy making 
semi-finished products for stock. In- | 
stead, they were retooled so that they 
could quickly be turned from one job to 
another. Fordism—the differentiation 
and specialisation of skills—was thrown 
out the window. | 

The result has been a dramatic reduc- 
tion in the amount of work-in-hand. No 
longer are containers full of half-&nished 
bats pushed from one part of ! the factory 
to the other—or left doing nothing. 
Baseball bats now move through the fac- 
tory in about a day. Moral: just-in-time 
means more than carrying a.low inven- 
tory; its real aim is to cut manufacturing 
time so that companies make goods only 
when customers are waiting for them. | 
Even for humble baseball bats. | | 









morale of their employees are powerful com- 
petitive tools, corporate communications. 
will turn inwards more-and more. 


Growing pains - 


Yet, despite its importance, the craft of co: 
porate communications is still in its infancy. 
Mr Michael McAvoy, a consultant in the 
business, thinks it is at much the same stage 
as marketing was in the 1960s: companies 
know it is important but are not sure how to 
go about it or what skills it entails. 

It is easy to point out what not to do. 
Don't use the job of communications man- 
ager as a sinecure for senior members of staff 
who are about to retire. Don't requite com- 
municators to report through several tiers of 
bureaucracy. Don't split up the job among 
lots of different departments; this will make 
it hard to ensure that a company's various 
audiences get the same message. 

Most firms have had to learn these les- 
sons the hard way. It took a merger with 
Rolls-Royce for Vickers, a British engineer- 
ing group, to appoint an experienced public- 
relations man, Mr Terry Collis, as manager 
of corporate communications. Now, he has 
an office between the finance director anc 
the chief executive, with whom he talks. ev 
ery day. He sits in on the company's execu- 
tive committees so as to understand how de- 
cisions are taken and to advise on their 
impact. Effective lobbying has been instru- 
mental in persuading the British govern- 
ment to postpone buying General Dynam- 
ics’ Abrams M1 tank while Vickers works on 
its rival, the Challenger 2. 

One drawback to all this, however, is 
that communications takes up so much of 

chairmen's time. This is why many Euro- 


| pean companies are reshaping their boards 
- s0 that the chief executive is responsible for 


day-to-day business, leaving the chairman 


-free to act as ambassador for the company. 


According to Sir John Harvey-Jones, Mr 
Henderson's predecessor at IC; the main ac- 
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tivities with which a company chairman 
should concern himself are strategic plan- 
ning and public relations. In July he will be 
come e chairman of The Economist. 
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Surprisingly, not because it 


rain forest larger than Switzerland, and 


|| one of its leading crusaders against defor- 
.. estation, Francisco. Mendes, was mur- 
|) dered by cattle ranchers. Deforestation is 

] more easily explained in land-hungry 


. ]. countries like India where the pressure of 


population is: intense. But Brazil has a 
comparatively low population density and 


| 7 boasts plenty of good farmland. Why then 


do settlers rush to the Amazon where land 
is poor and farm income meagre? 
. . 4he-answer, according to Mr Hans 


T. Binswanger*, an economist at the World 
Bank, is that Brazil’s laws and tax system 


ave made deforestation and ranching in 


the. Amazon artificially profitable. Such 
|: ranching loses money on many types of 


pasture. In the Amazon, whose ecology is 


«fragile and'whose soil is unsuitable for per- 


manent cultivation, it is especially loss- 
making. Brazil's implicit fiscal subsidy for 
livestock ranches between 1975 and 1986 
has been estimated at over $1 billion. This 
represents the biggest known subsidy in 
history for ecological destruction, unre- 
lieved by economic gain. 

Brazil has encouraged deforestation in 
many ways: 
@ ts prodigal fiscal and monetary policies 
mean that inflation is high and unstable 
(last year prices rose 93396). No one saves 


. money as cash and Brazilians find it safer 


to invest in land. This pushes up land 


-; prices and makes land speculation a safe, 
-selt-fulfilling bet. | 

7 The government has virtually exempted 
agriculture from 


taxes. Businessmen 
therefore buy farmland, misdeclare busi- 


||. ness income as farm income, and escape 






WESS 


1 


taxes. Using land as a tax haven is more 


profitable than farming it, so businessmen 


buy farmers out. These then head for the 
Amazon either to pick up land that is not 
yet priced at dizzy levels or to squat on 
public land in a part of the world where 
administration is so thin that they are un- 


likely to be evicted. Meanwhile the best 
land may lie neglected, since it was not 
|. bought to farm. 

< eA land tax on farm holdings is levied on 
unimproved land but is reduced by up to 


9076 on land used for crops or pasture. 


. Forests represent unimproved land and 


fully taxed. So settlers in the Amazon 
cut down trees to save land tax. 





€ Government agencies give tax credits 


for investments in approved schemes in 


| the Amazon. Up to 75% of the cash for 


approved investments—including ranch- 
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is Brazil losing its tropical rain forests at such an alarming rate? 
nefits by cutting the Amazon down 


| , r 1988 Brazil lost an area of tropical 















even if the overall returns of ra 
negative, the activity may stil 
tive to businessmen. W 





profitable has been mad privately profit — ta 





from tax credits, so the scheme amounts 
to a subsidy from all taxpayers that is paid. 





to the rich in order to destroy th 





Livestock accounts for 2096 of total credit, 
and all approved ranches are eligible for 
such loans. This adds to the incentives for 





ranching, and thus for deforestation. 

@ Federal and state laws on squatters’ 
rights have also become perverse disin- 
centives for conservation. A squatter who 
has used public land “effectively” for 
more than a year gets usage rights to 100 
hectares and, if he uses such land for five 
years, he gets ownership rights, too. In the 
area of the Grande Carajas project a 
squatter is given first preference for title 
to up to three times the amount of land he 
has cleared of forest. In theory, the squat- 
ter must bid in a public auction for the 
land, but in practice he is rarely chal- 
lenged; moreover, the minimum sale price 


fixed by the authorities is low. In some ar- 


eas, a squatter can claim for up to 3,000 
hectares, and this can be multiplied 
through applications in the names of dif- 
ferent family members. 

@ There are few forest guards (in the west- 
ern Amazon, one man is supposed to be 
looking after an area of jungle the size of 
France); they have few jeeps, let alone 





* Fiscal and Legal Incentives with Environmental 
Effects on the Brazilian Amazon. By Hans 
Binswanger, Discussion paper 69, World Bank. 
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. and environmental groups, some 
distortions have formally been 
.. But implementation of the new: 






ing—comes in the form of tax credits. So ^ 
ranching are : ers in 
l be attrac-. tunes” 


toth Order to destroy the jungle. — 
€ ihe government subsidises rural credit. 


No conflict | 


. Case, the short-term. interests of develo 








boats or helicopters. Businessmen C 
ily evade laws by bribing guards 
Under pressure from the Wo 
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ost as bad as ever. Influential |: 
\mazonian states have ma 

























responsible for the damage. 2 
How can this sorry state of affairs b 
remedied! The answers are clear, thou 










hard. Brazil should tighten its fisci 
monetary policies, so that investment 
financial securities become more attr: 
tive and land investment less. Tax exem 
tion for agriculture needs to be phased out 
so that farmland is no longer used as a tax 
shelter. Land taxes should be reduced in 
the forest in order to encourage conserva- | 
tion. Tax credits for cultivation and . 
ranching in the Amazon should be re- ug 
voked. Rural-credit subsidies should also | 
go, for ranching if not for all agriculture: 
Squatters’ rights should be limited to per- 
haps 100 hectares rather than 3,000. A | 
ceiling should be put on corporate hold- 
ings in the forests. And forest guards | 
should be given a share of all fines levied’ | 
on those breaking forest rules in order to. | 
provide an incentive to catch trespassers 






























































rather than to accept bribes. 





















Clearly, these are tall orders. But there 

one heartening conclusion to take away 
from Mr Binswanger’s analysis, The 
struction of the Amazon is different fr 
most acts of ecological degradation 
as, say, the hole in the ozone layer. In 


ing countries are in conflict with the lon 
term. interests of all mankind (becau: 
poor nations want to produce CFCs in o 
der to have a better life). But in the Am 
zon this is not the case: a proper economic 
analysis suggests that it is not even in B 
zil’s short-term interest to destroy the jur 
gle. And if Brazil’s government can harm 
its own interests by handing out tax 
breaks to encourage something that 
would not otherwise occur, it should 
surely not be impossible for it to benefit 
both itself and the rest of mankind by tak- 


ing those tax breaks away. 
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Communist value-subtracted 
Hard at work 


WARSAW 


NDER a “plan for technical progress", 

a factory in Leningrad is producing a 
new sort of welding robot. It does the job of 
one human welder, yet it occupies the space 
that would be required by a burly team of 
human welders, and breaks down even more 
frequently than does the heaviest vodka- 
drinker. It cannot be sold at any price in the 
West. 

Meanwhile, a Polish engineer has de- 
vised a technology that actually works: it 
would reduce the weight of some pipes by a 
third. A West German firm has licensed the 
invention but no Polish factory will use it 
because the reduction in weight would cut 
its nominal output, and consequently its 
wage and salary fund. "The relative price 
per kilogram of engineering exports to the 
EEC or other free markets” may not sound a 








The third world in perspective 
Total external debt, 1987, $bn 




















Rest of Latin America 
& the Caribbean 
97 


Argentina 
57 
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very sophisticated measure of any econo- 
my's performance but it has proved a reveal- 
ing (and thus to communist countries 
embarrassing) measure of value not added 
down the years. 

Before 1939, Czechoslovakia had the 
most upmarket engineering exports in 
mainland Europe except the Ruhr, and thus 
had higher-than-average export earnings 
per kilogram of engineering goods sold. By 
1965 this had fallen to half of other coun- 
tries’ export prices to countries in the EEC, 
and by now to around a quarter. The aver- 
age fall of all Comecon countries’ engineer- 
ing prices to the EEC has been from 45% of 
other countries’ prices in 1973 to 28% in 
1985. The Soviet Union has done worst in 
seeing a drop to 23% of other countries’ av- 
erage, and the East Germans least 





Rest of Asia & the Pacific 





indonesia 53 


Figures exctude OECD, COMECON, and other non-reporting Countnes 
Source. Word Bank 





horrifically by dropping to only one-third. 

Although all Comecon countries need 
every cent of foreign exchange, some of 
these low-price exports are now sold at an 
absurd loss. Some bulk chemicals barely 
cover the cost even of the energy used in 
making them. The Polish and Hungarian 
steel industries buy low-grade ore from the 
Soviet Union (with its high transport costs 
from Siberia), and then use much more la- 
bour and capital equipment per tonne pro- 
duced before trying to dump these on glut- 
ted western markets; their labour is paid 
cheaply, but their capital is not as costless as 
their balance sheets pretend. 

Problems multiply as you go upmarket 
into more sophisticated engineering prod- 
ucts which have lots of components, nearly 
all of which arrive late. A Warsaw car fac- 
tory flies components by helicopter from 
Szczecin to meet export contracts in time. 
This increases the incentive to produce 
components in-house; but a Russian surv 
has shown that even wooden components 
cost 30-50% more when made in-house than 
when bought from specialised woodworking 
enterprises, and more-complicated instru- 
ments can cost ten times as much made in- 
house while also being of lower quality. 

The poor quality of components causes 
some western importers to provide before- 
sales services when selling goods from 
Comecon: eg, throwing away electrical sys- 
tems in Russian cars and inserting western 
ones instead. A manager from a Finnish im- 
porter, Koneisto, says that such before-sales 
services may cost up to 5096 of total receipts, 
which is why it does not bid high for imports 
from Comecon. 

In the mid-1970s some East European 
countries tried to import technology and 
machinery from the West, so as to export 
more-sophisticated products. This halted 
the fall of relative export prices from East 
Germany for a while, and from Czechosl- 
vakia and even the Soviet Union a bit late 
but this policy died when rising indebted- 


This is how the third world looks if 
countries are shown in proportion 
to the size of their foreign debt, 
rather than land area. The size of a 
country's debt, of course, is not nec- 
essarily an indicator of a problem: 
the large South Korean square need 
cause less worry than the Chinese | 
box next door, which looks com- 
paratively small. Many of the coun- 
tries with the highest debt-to-export 
ratios have debts of less than $20 
billion and are not shown on the 
map. They are concentrated in sub- 
Saharan Africa, which has total | 
debt little bigger than Brazil’s. For 
bankers, the bigger they are, the 
harder they fall. For Africa, even a 
small debt may be too big. 
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he North-West-German-State-Lottery 
is the only lottery that offers extremely 
n large prizes compared to the limited 
issue of only 700,000 tickets. The lottery runs 
over à period of 6 months, onc class per month - 
6 classes i inal 


AN Over 241 Million D-Mark | 
NY in prize money | 


Draws a are held in public each. friday and i are 
upervised by government officials. The re- 
“sults are published monthly in an official 

winning-list. 

The number and the amount of prizes is fixed 
before the commencement of the lottery. There- 
fore, all tickets are in the game and each has an 








equal ch chance or or winning.. All All prizes are es are paid-out 


GET YOUR SHARE OF 241 MILLION DM 


ou order your ticket on the order 
Y coupon below. Within days you receive 
your ticket together with an invoice 
and the official drawing schedule with rules 
and regulations. 
PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 
“at your own risk). 
After each month you will receive the official 
"inning list, together with the ticket for the 
ext class via air mail. 
— When your ticket is drawn, you will imme- 
diately receive a winning notification. 
Your mien will be transfered to yon. 


T) HERES THE BEST CHANCE YOU'LL EVER GET. 
| " THE GERMAN STATE LOTTERY 





you lots of luck. 

































in nn Marks (DM), one of the most stabil! 1 
currencies in the world. 


Tickets can be ordered from anywhere around We * Xi B35 > 
the globe in a half yearly subscription. We offer M $4. 

full ( 1/1) tickets, which when drawn, receive | 

the whole prize, half tickets — half prize and | 
quarter tickets accordingly. E 
The ticket-numbers are registered in your name jf 
before they are mailed, thus insuring 100% if 
security for you in case of loss. The full-service || 
fee is aslittle as DM 24.- for all 6classes. (Other | 
lotteries surcharge more than 60% of the actual | 
Lottery ticket). i 


é eday personalized statements 


+ instant na: ane confidential 
notification of — 





SUMMARY > 
OF PRIZES* - 


2 prizes of 1,666,000 US$ | 
2 prizes of 1,111,000 US$ 1 
22 prizes of 555,000 USS § 
6 prizes of 277,000 USS E 
24 prizes of 138,000 USS ! 
135 prizes of | 
6 prizes of 44,400 US$ | 
11 prizes of — 41,600 USS E 
4prizes of 38,800 USS E 
4 prizes of 33,300 USS |E 
14 prizes of 27,700 US$ E 


Plus 279, 795 prizes | 
upto USS 22.009 me 




















(tir e a a rtt eremi tiri Poema § 


i] 

| 
by check within one week of your request. Of | 
course, if you hit a jackpot you can come in | 
person to collect your prize in cash. | 
If you are already our customer, please do not | 
order, because you receive the ticket automa- | 
tically for the next lottery. E 
You can be sure you will receive fast, honest | 
and confidential service. Now it is up to you, IE 
so order and mail the coupon today. We wish t mE 


No E Pa of winning 





Your winning | 1 3 | 
chance better than ME | 26 weekly draws with 
If coupon is missing, write for information. | Jackpots up to l 66 Million US 


State Accredited Lottery Agent 
e — Lotterie-Einnahme Hameln 
Li-33 Miegelweg 24 
ai D-3250 Hameln, W -Germany 


L Order Le Smer ITOW 








Mail 





Lotterie Ta rr 
Miegelweg 24 nel 


YES, ri try my luck and order 
z mem S w sa 


All Sites (1st - 6th class) 82. Lottery Degioning, 
Mar. 31, 1989 to Sept. 22, 1989 ! 
of the Nordwestdeutsche Klasseniotterie 


Ix Please fiii in number of tickets you want to order per bes 

















1/1 ticket 744.00 
1/2 ticket 384.00 


1/4 ticket 204.00 6 113.35 € 63.75 


“US$ prices and £ prices are subject to rate of exchange. Rate as of Jan. 89 
cae Elect the one time payment for all 6 classes or monthly, 
a went for al 6 classes or pay mor 


; Make check le to "L.E. HAMELN” 
monia. en mes 
Mi VALID ONLY WHERE LEGAL Se n 


canta of Snapo: 













PLEASE INCLUDE E PAYMENT, WHEN YOU ORDER AFT ER MAR. s, 3 










































































: hes new policy is tB try to attract : fot- 
gn investment in joint ventures. "Proletar- 
ns of all countries, unite with foreign capi- 
l”; says one rising star of the Warsaw 
itical cabaret. Unfortunately, alien and 
hersome regulations deter western firms 
m establishing fully integrated subsidiar- 
n Eastern Europe in order to export 
k to their western subsidiaries, so the 
yt ventures coming in are either merely 
oot-in-the-door investments to try to sell in 
mecon markets or else disguised subcon- 

ors for East European ventures that are 
9 trying to sell at home. The East Euro- 
ners welcome the latter because 
it ventures are freed from some of the 
istlier internal regulations, but sooner or 

p planners will see that these ventures are 














jp some of them off. 

With odds stacked against exporting 
nologically sophisticated goods compet- 
j—indeed, stacked against exporting 
at all—it is light industry that is some- 
ies reasonably competitive. For simple 
tiles Poland, for clothing Poland and 
ingary, and for footwear Hungary obtain 
prices at, or even above, the average of 
competitors. Here, a premium for high 
ropean quality is showing through. 

One might therefore suppose that the 
ew Schemes for private entrepreneurs 
yould encourage their entry into these in- 
dustries. Instead, they are being kept out 
and allowed to sell at high prices on over- 
quid domestic markets only. The new pri- 
vate businessmen are being encouraged to 
ct.as local sharpshooters, rather than to 
ild up East European equivalents of Sony. 
o real wages are likely to continue to fall, 
rest and riots to mount, and the story will 
ead that 40 years of socialism have killed 
st Europeans’ spirit of enterprise. 








alf of Europe could thrive if only it were 
llowed to make a dash for a more normal 
onomy where real (non-fictitious) ventur- 





easing imports (not exports) so they will - 


That last whine is untrue. The unhappy 


ther reap rewards or go M. ici barriers. | h: 
I the: seven years to 1985, Britain should be 


both to entry and exit were removed, and 
where the discipline of the market was main- 
tained through domestic and foreign com- 
petition. This need not require the political 
upheaval of which those atop the pile are 
now naturally so scared. It might be no bad 
economic thing if stern internal macroeco- 
nomic policies were imposed, and protected 
from softening for just a short while by the 
often-inflationary threat of government 
change through the political process. 





The North Sea 


Making waves 


HE North Sea is fast becoming oil com- 

panies’ favourite spot for a dip. In early 
March Britain's Enterprise Oil paid $1.4 bil- 
lion for the North Sea interests of Texas 
Eastern, an American energy company. The 
deal will make Enterprise by far the biggest 
specialist — oil-exploration-and-production 
firm in the world. “We like the North Sea", 
says Mr Graham Hearne, its chief executive. 

So do others. At the end of February 
London & Scottish Marine Oil paid £358m 
($625m) for the North Sea oil interests of 
International Thomson Organisation, a Ca- 
nadian publishing group. Last year's biggest 
deal saw Britoil, then Britain's largest inde- 
pendent oil company, snapped up by BP for 
£2.4 billion; many of Britain's smaller inde- 
pendent oil firms—including Acre Oil, 
Whitehall Petroleum, Tricentrol and RTZ 
Oil & Gas also fell to predators (see table). 
Last year, the equivalent of 2.3 billion bar- 
rels of oil and gas changed hands—almost a 
sixth of Britain's known reserves—and com- 
panies spent £4! billion on North Sea as- 
sets. They also invested around £3! billion 
in their own projects. Yet oil companies’ ex- 
ploration-and-production profits are weak 
and the North Sea is a hard place from 
which to pump oil. An odd time and place, 
then, in which to invest? 

No, because the North Sea still looks a 
bargain. Last year's predators paid an aver- 
age of $3.80 a barrel for their reserves; En- 
terprise paid just $3.35 for Texas Eastern's 
assets. Since 1986 the cost of developing 
North Sea prospects has fallen by around a 
quarter thanks to a price war in the oil-ser- 
vice industry, and smarter exploration tech- 
nology. Producing a typical barrel of North 
Sea oil now costs just over $2. 

Low oil prices have encouraged compa- 
nies to stick to sites where there is a good 
chance of success. With technology improv- 
ing, this has helped push up success rates. 
According to Mr Martin Lovegrove of James 


Capel Petroleum Services, 2096 of explora- 


tion projects now strike oil compared with 
6% in 1979-85. In the past three years three 





"à, , compared w with j just: two » billion in 


self-sufficient in oil and gas until 2000. 
—— Why, then, have so many companies 
been willing to sell? Answer: because most of 
them are not.oil companies. Last year RTZ, 
Taylor Woodrow, Pearson and Associated 
Newspapers sold out; this year Thomson has 
done so. Most have been scared by dwin- 
dling cash flows. Oil companies, on the 
other hand, take a longer view. And those 
firms with large existing North Sea interests 
and hefty Petroleum Revenue Tax liabilities 
have a further incentive to buy more of the 
North Sea: 84% of their oil exploration and 
appraisal costs can be set against the tax. 
All this has tended to concentrate 


"North Sea assets into the hands of a small 
number of big oil companies. Over half of 
Britain’ s oil production over the next three 


years will be in the hands of just three com- _ 
panies: BP, Royal Dutch/Shell and Exxoi Y 
BP alone owns a fifth of Britain's oil-and-gi_ 
reserves and production. This concentra- 








tion troubles those who believe that it is the 
small independent oil companies that think 
up cheap and innovative ways to find oil. 
But few of these minnows can meet the capi- : 
tal costs of developing new finds. E 

So expect concentration to continue; 
expect, too, the number of foreign compa- 
nies investing in the North Sea to rise. Over 
half of Britain's oil and gas is produced 
by foreign—mostly private-sector— firms. In 
the 1990s, however, state-owned foreign 
companies are likely to make the running. 
Brazil's Petrobras, Spain's Repsol, Norway's 
Statoil, Finland's Neste Oy and Italy’s Agip 
each have small interests in North Sea fields. 
All are keen to buy more. 

France's 56%-state-owned Elf Aqui- 
taine has a 31296 chunk of Britain's North 
Sea; it also owns 25.296 of Enterprise. Elf 
was in competition with Enterprise for 
Texas Eastern's North Sea assets; it may bid 
for Enterprise. Lasmo, too, might be taken 
over soon; at least one ‘state-owned oil com- 


pany (Repsol) has been mentioned as a pos- 


sible predator. The North Sea may be grey, 
but this year it vill not be dull. 
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attain incremental yield, and protect 
yur position on the downside. 
At Chase, we're leading market 
iakers in all foreign exchange products 
icluding Spot, Forwards and Options. 


E 
^ d “A ^ 


And because of our volume of trading, 
you can be confident of getting consis- 
tently competitive quotes for your trades 
in any of the world's major, minor or 
exotic currencies, 24 hours a day. 


is 


Foreign Exchange: another quality 
service from Chase, a leading global 
financial institution that offers a full 
range of commercial and investment 
banking services. 


a CHASE 
v 
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"Digital helped 
DuPont Fibers 
maintain its 
*] position in 
a decade of 

rapid change” 
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“The challenge to keep pace with 
change is a constant. Because technol- 
ogy accelerates change, we must work 
with a technological leader. Our work 
with Digital has proved to be extreme. 
ly rewarding. 

“Faced with global competition, we 
saw the need to rethink our approach 
to market leadership. We wanted total 
integration—from the factory floor to 
the marketplace to financial and admin- 
istrative offices. Digital worked with 
us every step of the way. Together we 
planned, designed, implemented and 
tested. 

"More and more, we have infor- 
mation when and where we need it. 
Our customers tell us they see a great 
improvement in our responsiveness to 
their needs. 

"Working with Digital, sharing 
our goals and visions, gives us an edge. 
We're staying on the leading edge of 
change, where we want to be." 

The rewards of working together. 

Digital's approach to networking 
is the most tlexible, cost-effective 
means toward the total integration 
of your workplace. 

Today, with demonstrably supe- 
rior networking, Digital gives you an 
elegantly simple way tor your people 
to work together more productively. 
more creatively, more efficiently, more 
competitively. 

To learn more, write to Digizal 
Eguipni nt Hong Kone Ltd., 19-21/] 
Fleet House, 38 € "loucester Rd., Wan hai 
Hong Kong, or Digital Equipment 
Corporation Japan, Sunshine 60; P'O Bos 
1155, 1-1, Higashi lke buburo 3-chon fi 
Toshima eu, lokyo 1/0 lapan, Or Diotti ji 
Equip nt Ce poration Ph l tad., Norti 
ern Tower, Chatswood Plaza, Railway St 
PO. Box 384, Chatswood. Ni 1: South 
Wales 2067, Australia 


À wav to work together like 
Digital 
has 
it 
NOW. 


never befi re, 



















| it pays to put your trust in the best, rather 
than in the first thing that comes along. Parti- 
cularly in a field as complex and important as 


. employee benefit planning for multinational 


(^ companies. A field in which SWISS LIFE is 
a undisputedly the best. 


is The reason? SWISS LIFE and its inter- 
l national Network offer the Swiss Life Feeling, 
] which means qualities money alone can't buy: 
trustworthi- 


"dependability, perfectionism, 


-— mess. Plus typically Swiss insurance and 
= money management expertise. Every Swiss 


| C Life partner compan y around the world meets 


-these « criteria. At SWISS LIFE, nothing less 





E 
ia mutual; 








Why not contact Swiss Life's Zurich 
headquarters or yourlocal Swiss Life Network 
Partner? You’ll soon see for yourself how the 
benefits of the Swiss Life Feeling can also be 
expressed in figures, figures that talk. | 

Doesn't it feel good to know you're 


working with the very best? 





THE RIGHT — | 


eneral Guisan Quai 40, 8022 Zurich/Switzeriand, Telephone 41 1/206 3797, ‘Telefax m 4/201 29 77; Argentina: Sud 
: Austria: Wiener Städtische; Belgium: ZwitserLeven/ AG. Suisses: (Swiss Life); Brazil: lochpe 
: Renta Nacional Colombia: Seguros Bolivar; Denmark: PFA Pensions 
Lite}; Germany: Sich weizerise he Rentenanstalt (Swiss Life); Greece: 
s Life (Italia): Japan: Meiji Mutual Life; Korea: Korea Life; Luxembourg: 
mercial; Netherlands: ZwitserLeven (Swiss Life); New Zealand: € 
| Philippine. E dfe; Portugal: Victoria; Singapore: Asia Life; South Africa: Soul La 
ai Taiwan; Kuo Hua Life; Thailand: Bangkok Life; United Kingdom: Swiss Lifes USA 
Service). / 'Equicor/ The. Guardian; Venezuela: La Metropolitana. a 


on/ Statsanstalten: Finland: 
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aie Hong Kong: Jardine ee 















NHARLES LAMB, an eighteenth-cen- 
AW tury English essayist, reckoned that all 
bankrupts should be hanged. Fortunately 
for Mr Frank Lorenzo, chairman of Texas 
Air, American law is lenient. Six years ago 
= Continental Airlines, which is owned by 
.^ Texas Air, filed under Chapter 11 of the 
- bankruptcy code. Last week another part of 

- Mr Lorenzo s empire, Eastern Air Lines, fol- 

lowed suit. Today, Continental is one of 

. America's most profitable airlines; Eastern, 
us the fifth-largest bankruptcy in American 

"story, may yet join it. But how can Amer- 
a have a system where going bankrupt 
does not mean going bust! 
— "The reason is Chapter 11. Many 
- other countries’ laws aim to protect 
— creditors. rather than debtors: if a 
-+ cómpany runs into trouble and is un- 
^! able to reach a deal with its creditors, 
it has to apply for liquidation. A liqui- 
dator is appointed and the company 
is wound up. American companies 
can do this as well—under Chapter 7 
of the bankruptcy code. But they can 
also file under Chapter 11. Japan and 
West Germany have similar laws. 
Chapter 11 gives a company pro- 
tection from its creditors until it pro- 
poses a re-organisation plan. That 
plan has to be passed by all the credi- 
tor committees (secured, unsecured, 
trade and so on). If the company’s 
plan is accepted, it can trade again, 
even if some of its creditors have not 
' sen paid in full. 
Filing for Chapter 11 is relatively 
A company is only refused if 
dence of fraud or if there 
t stake (and thus no reason to 
debtor a second chance). The com- 
pany can also file before it defaults on any 
dub. ds Continental and Eastern. had 
enough cash to meet their immediate obliga- 
ions. Two. other big Chapter-1i ae 










































xh took this action because they 
“host of consumer lawsuits— 
E A.H. Robins for al- 


tensions, “Manville filed i in “1982. 


mpany 's hands look tied: it can- 
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ltugs roh were cb oen Des | 


lyin November 1988, In the in- 


m important asset. without the 


‘uses and abuses of Chapter 11 


astern / Air Lines' filing for bankruptcy is raising doubts about the asper 
provisions of America’s bankruptcy code 


court's permission. Eastern’s planned 
$365m sale of its New York-Washington 
shuttle to Mr Donald Trump, a New York 
property magnate, may not go through. 

On the other hand, Chapter 11 allows a 
company s managers to stay on. And a com- 
pany can do anything to survive that the 
judge decides is in its interests: this can help 
a great deal, as Mr Lorenzo demonstrated at 
Continental. Arguing that the airline could 
not survive without lower wage costs, he 
tore up its union contracts, sacked two- 
thirds of the workforce and forced the re- 
maining third to accept 50% wage cuts. By 





Dubious indemnity 


offering extremely cheap flights batis 
tal won back customers and paid back its 
creditors. Mr Lorenzo emerged with a low- 
cost, non-union airline. 

He hopes to do the same at Eastern. Lu- 
ao low fares (New York-Washington 
for $12) are attracting long queues. But over 


- 90% of Eastern's 3 ,500 pilots still refuse to 


fly. And, partly because of what he did at 
(Contiaental: Congress has changed the 
rules to stop companies abrogating labour 
contracts while in Chapter 11. 

America's biggest bankrupt, Texaco 
which owned some $35 billion of assets 
when it filed in 1987, also used Chapter 11 
to attack an old foe: Pennzoil, which had 


just won damages of $10.5 billion because 


Texaco had “stolen” Getty Oil from under 
its nose a year earlier. Texaco managed to 


-reduce its damages to $3 billion. 










Mr Lorenzo or Texaco claim th 
use of Chapter 1 l i is defensive, but it 
look that way. “What was designed 
shield has become a sword" argues Mr 
Hyman of Business Bankruptcy Rep 
trade magazine. In 1987 17,500 compa 
filed under Chapter 11; in 1988 the figi 
may have topped 20,000. Many of t 
companies—particulariy the largest oru 
filed in order to defy their creditors, no 
help them. 


Needed: Chapter 12? 


Is there, then, a case for reforming Chapt 
11? There is—and a powerful one. Cr 
point out, first, that its provisions help t 
companies more than small ones. In 1 
69% of companies with annual turnove 
over $100m survived; only 30% of. 
with turnovers under $25m did. Thea 
lawyers and accountants needed to.su 
vise Chapter 11 can cripple small firms. 
Second, Chapter-11 cases often att 
investors whose actions, while. 
can be seen as inimical to the ai 
the provision. Some arbitrager 
cialise in buying out weak-kneed c 
itors at low prices in order to d 
nate the creditor committees. 
Chapter-11 firms are now bein 
hyped as a cheap alternative t 
putting money in venture-capita 
funds. Last year Wall Street raise: 
around $500m for Chapter-11 funds 
Profits from this sort of activity 

can be big. In 1986 Manville's borx 
issues were trading at around 40% o 
their face value. By mid-1988 «d 
traded at ae because. the re-org: 
nisation plan offered an equity bonus 
to bondholders on top of full: repay 
ment of principal. 
Given this sort of thing, som 
lawyers think that “bust-or-nothin 
bankruptcy is better. In. some re 
spects, no doubt it is. But not in. ‘al 
To see the good and bad side 
America’s system, consider the ex 
ple of Manville. Had it gone inte. liquida 
in the early 1980s, the company's 30,00 
workers would have lost their jobs and 
asbestosis sufferers would also have lost 
Instead Manville has shed a third 
workforce. The asbestosis sufferers, th 
two trust funds currently worth $935m 
own 50% of the company. The compa 
profits will feed the fund and should i 
the $3 billion of expected claims over 
next 25 years. Secured creditors have | 
paid in full. Unsecured creditors who 
not sell the debt have got all of their pr 
pal with much of the interest. The los 
the common equity holders: they m 
ceive as little as 2% of their original hol 
If a company goes bankrupt, there are, i 
itably, losers, What is unusual about C 
ter 11 is that it creates winners, too. - 






























































































Japanese semiconductors. 


he final thrust. 


TOKYO 


HE trenches dug in America to slow Ja- 
.pan's drive to dominate the world's 
semiconductor business seem to be collaps- 
ng. After recriminations between the two 
-ountries, there is now no question about 
apan, as was promised two years ago, guar- 
ee American semiconductor firms a 
20% slice of the Japanese market by 1991. 
[rade officials in Tokyo are even question- 
ng whether to tear up the controversial ex- 
portrestraint - agreement reached with 
\merica in 1986 that has led to shortages of 
memory chips among American computer 
akers-—and huge profits for Japanese semi- 
:onductor firms. And a court ruling in Cali- 
ornia has unleashed Japanese firms to mus- 
le into America’s last chip stronghold—the 
narket for advanced microprocessors— 
tom which they have been effectively 
barred for the best part of a decade. 
Making memory circuits is rather like 


countries. The equipment is expensive 
.($300m for a fabrication plant), the yields 
-are initially low (around 70% of chips are 
usually rejected at first because of inferior 
quality), but improve substantially with ex- 
perience and quality control; fixed over- 
.heads can be crushingly high (up to 75% in 
Japan). When demand is strong, gross mar- 
gins can soar; come the slightest downturn, 
profits vanish. In short, not the sort of busi- 
. ness for a mature economy like Japan's. 

+ So far, Japanese memory makers have 
“managed to keep the likes of South Korea 
and Singapore at bay, even though its la- 
-bour costs are so high. In the backwoods of 
Kyushu, Japan's southern island where 
many semiconductor firms have located for 
he clean water and cheap labour, wage rates 
ire higher than in Texas or California. 

. But Japanese fabrication plants are the 
leanest in the world. This is important for 
ranking up the yie ld of devices that nowa- 
lays have "wires" less than one micron wide 
one thousandth of a millimetre) and more 
han 300,000 transistors etched on a sliver 
f silicon smaller than a fingernail. More- 
ver, Japanese memory makers still have one 
dvantage that neither the American semi- 
onductor firms with their superior designs, 
ior the other Asian microchip suppliers 
vith their lower costs, have been able to 
match: all nine of Japan’ s leading semi- 
conductor producers are also their own best 
ustomers. 

Hitachi, Toshiba, Mitsubishi Electric, 
IEC, Fujitsu, Matsushita, Oki, Sharp and 
anyo make memory circuits primarily for 


90 


spinning cotton—a job for developing. 


Japanese chipmakers are gearing up to take over the one part of the semi- 
onductor business that America has had to itself 


their own use. Last year, they produced Y3.1 
trillion ($24.1 billion) worth of semiconduc- 
tors and used Y2.2 trillion themselves. 

But the memory business is not a licence 
to print money. The present generation of 
memory circuits is the one megabit DRAMs 
(dynamic random-access memory, storing 
up to a million bits of data). Japanese firms 
accounted for 9596 of the world's supply of 
one megabit DRAMs last year. However, 
though the product has earned handsome 
profits since its introduction in 1987, it is 
nowhere near as easy to manufacture as was 
its predecessor, the 256K DRAM; every dou- 
bling of output reduces costs by only 2096 
instead of the 3096 or more that the industry 


chas grown used to. Profits have come largely 
as a result of the artificially high price—sta- 
-ble at Y2,000 per circuit —that America has 
< demanded as-a means of preventing dump- 
ing. 


° Why should Japan now want to tear up 
the cartel with America that has brought in 
such fat profits? For one thing, the high 
price of memory circuits is hurting as many 

electrical firms in Japan as it is helping semi- 


conductor suppliers—though the pain for 


many is mollified by the fact that these are 
merely different divisions of the same firm, 
so the net effect on the group as a whole is 
zero. Moreover, some worry that Japanese 
semiconductor firms may have just repeated 
the mistake that they made in 1984-85 when 


they installed more capacity than they 


needed and wrecked their own market for 





ER. years. 

Six months ago, vids at the Ministry 
of International Trade and Industry (rri) 
were already worried because Japan's semi- 
conductor makers then planned to spend 
Y460 billion on additional production lines 
this fiscal year (ending March 31st). Now, 
they are planning to spend as much as Y600 
billion (83% up on the previous year); the 
same amount has already been earmarked 
for fiscal 1989. The men from mrt think 
chip prices will plunge when all that extra 
capacity comes on stream. 

Hence the need to start selling DRAMs at 
whatever price they can get. The American 
personal-computer  industry—which ac- 
counts for nearly 6096 of all one megabit 
DRAMs produced—has found it hard to sell 
powerful but memory-hungry new comput- 
ers while semiconductor prices have been so 
ludicrously high. Analysts think that de- 
mand for one megabit memory circuits w^" 
soar once prices drop below Y 1,000. 

The first steps to dismantle the contro- 
versial semiconductor agreement with 
America were taken by MIT1 officials earlier 
this month during discussions at the Gen- 
eral Agreement on Tariffs and Trade in Ge- 
neva, Ihe European Community had 
claimed that, by penalising European semi- 
conductor users, the DRAM cartel was in 
breach of Article 11 of the GATT code. Japan 
has now agreed not to control the price of 
DRAMS exported to third countries, or pro- 
duced there by Japanese firms. Prices of 
memory circuits worldwide are expected to 
soften steadily as a result. 

American semiconductor firms can ex- 
pect still-more sleepless nights. MITI wants to 
get Japanese semiconductor makers out of 
low added-value memory devices and into 
the lucrative top end of the market—mak- 
ing advanced microprocessors (computers 
on a chip"). Not only are microprocessor 
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(J The USSR in the 1990s 

Struggling Out of Stagnation 

Few observers doubt Mikhail Gorbachev's . 
commitment to reforming the Soviet Union's 
stagnant economy. But with opposition in the 
bureaucracy, rising nationalism and 
fundamental economic problems coming 
increasingly to the fore, the tasks before him 


x appear almost insurmountable. This new report 


nalyses his short and tong term chances of 
uccess and examines the implications of 


Price; £110 UK & Europe; 

forth America; £113 Rest of World. 

-( Asean in the 1990s | | 

i “Growing Together | 

. ow urgent is the need for greater 

economic cooperation among Asean's six 
member states? This Report assesses the scope 
for closer economic cooperation within Asean, 
which is required to foster export led growth in 
today's increasingly competitive world trading 
environment. it forecasts the Asean 
economies' growth prospects to 1993, analyses 
Asean's current and future role in the world 
economy and highlights sectors where 
Cooperation within Asean is likely to affect 
foreign investors, 
No.1131. Price; £125 UK & Europe; 
US$260 North America; £128 Rest of World. 


[] Portugal to 1993 


investing in a European Future 


Portugal has a strong outward looking 
government with popular backing and a 
reforming policy in tune with the EC's 1992 
programme of market opening. With labour costs 
low and generous EC backed grants available, it 
apparently offers a cornucopia of business 
opportunities. This Report examines the 
opportunities and the problems in a detailed 
torecast of Portugal's economic performance to 
1993. 

No.1157. Price: £125 UK & Europe; 
US$260 North America; £128 Rest of World. 


C] iran and Iraq 
Bullding On The Stalemate 
How promising are economic prospects in 


 kanand irag in the light of their ceasefire? This 

. Report, offered in conjunction with Report No. 
; 1083, iran and iraq: The Next Five Years, re 

examines the political outlook on both sides, 


compares the resources they are likely to have 
available for reconstruction and discusses the 
implications for suppliers in the period to 1993. 
No.1 184. Price of two reports together including 


Zo] postage: £120 UK & Europe; US$255 North 
*. Ke * 


America; £123 Hest of World. 


ni] Turkey to 1992 


Missing Another Chance? 
. Turkey has missed development opportunities in 


i ‘the past But economic restructuring is at the top of 
^ Turgut Ozal's agenda. Under Ozal export growth looks 


assured, but economic stability at home is less certain. 


This report examines Turkey's debt repayment 


obligations, its growth prospects over the next five 
years and the implications of Turkey's application for 
EC membership. 

Price including postage: £115 UK & Europe; 


 US$245 North America; £118 Rest of World. 
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AUTOMOTIVES 


C Financial Assessment of 


the Japanese Motor 

Industry 

The Yen's steep rise reduced after-tax 
profits of Japanese motor manufacturers by 42 
per cent between fiscals 1985-87. This new 
report analyses the operating results of each 
producer, highlight a disturbing dependence on 
their booming domestic market and on revenue 
fron non-automotive sources. It assesses who is 
most threatened and examines strategy options 


| in the medium and long term. 


No. 1182. Price including postage: £225 UK & 
Europe; US$445 North America; £228 Rest of 
World. 


[] The East European Motor 
Industry 


Few manufacturers feel threatened by 
imports of East European cars and are more 
concerned with those from the Far East. But now 
there is an emerging potential for a revolution in 
production and sales of cars in Eastern Europe, 
as weil as a growing market for Eastern Europe 
to supply the West. This new report analyses 
prospects for the East European Motor industry 
and looks at ways in which it might develop into 
the 1990's and beyond. 

Price including postage: £245 UK & Europe; 
US$485 North America; £248 Rest of World. - 
Published January 1989. 


[] The Automotive Industry in 
the Developing Countries 


AS competition has grown over the past 30 
years in motor manufacturing, so developing 
countries have found a role as low cost 
assemblers or component manufacturers. This 
new report assesses the position of developing 
countries as a whole and reviews ten major 
players individually, analysing the unique 
probiems faced by each. 

No. 1175. Price including postage: £245 UK& 
Europe; US$485 North America; £248 Rest of 
World. 

Published March 19889. 
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Over the last 25 years it has become 
essential for companies, governments and 
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be able to use the English language, and the 
teaching of it has become a global business, 
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| worth some £6bn a year. This new report 
i provides a unique analysis of the market. H 
| assesses the demand and supply of training 

| books and examinations throughout the world 


[] Selling to the Motorist 
Petrol stations have undergone such 
dramatic changes during the UK retailing 
revolution, that often the customer's main 
purpose is not to purchase petrol but to buy 
something from the wide range of consumer 
goods now available from many outlets. This 
new report contains the exclusive results of a 
large-scale survey of outlets by size and 
tocation. ft predicts a widening of the range of 
goods sold and the nature and pace of future 
developments over the next five years. 
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mputer or workstation wins orders for 
y more supporting circuits aswell. 

Intel and Motorola have dominated the 
vorldwide microprocessor market. To en- 
ure adequate supplies, they have tradition- 
lly licensed other manufacturers to act as 
cond sources. But with their latest genera- 
jn of designs (Intels 80386 and 
acd 68030), the two American com- 





























































AK. mature market is a standard business- 
school problem. But what if your consum- 
ers have four legs and a tail? America's $5 
billion. petfood market. provides a neat 
tale about marketing. ` 


Lassie, Pluto and Rin Tin Tin. Ameri- 
- cans— particularly single urban ones—are 
- buying fewer dogs. The pooch population 
“stands at around 50m and consumes 
"about $3 billion-worth of dogfood a year. 
America’s 60m cats, which are easier to 
look after, are on the increase, but they 
eat less—arourid $2 billion-worth a year. 
A further $70m-worth ends up in birds, 
- snakes, iguanas and other "alternative" 
| pets. Overall, America's pet-shopkeepers 
- expect the market. to grow by no more 
than 2-496 a year. 


led to a price war. Instead, over the past 
-two years, producers have gone upmarket, 
-into the world of "gourmet" 
"These feature more meat and less card- 
--board than the standard dog's dinner; 
-they also have more-elaborate packaging 


evices more valuable, a each ane sold rec 
juires a handful of other proprietary cir- 
uits to support it. Thus the company that. 
ets its mio specified as the 
rain" of a particular brand of personal . 


| commit 


TRYING to differentiate a product ina 


even promise. 


Forget about America as the nation iof 


Such a slow-growth RS could TM | 


petfoods. 


‘pani. kave steadfastly refused to sells sec or 
ond-source licences, fearing the loss of the. out 
technology as much as an erosion in prices. — — 
The inevitable has happened. Japan' s 
top-notch electronics firm, NEC, has gone it- 
~ "alone and produced à full range of similar 
< (but cleverer) microprocessors, The signal to 
whole-heartedly. to 
microprocessor manufacturing came ‘last " 
month when a Californian court ruled that conduct: 
NEC had not infringed Intel’s patents when = most 


itself | 


it developed its V-series of “work-a-like” 
microprocessors that were plug-compatible 
with the American firm. s but worked faster. 


(in supermarkets, many look tastier than 
standard American TV-dinners) Some 
"lower stool volume" so 
that there are less poops to scoop. But the 
most obvious difference is the price—usu- 
ally about a third more than the standard 
mutt’s meal. 
The price, however, is no problem for 
the target market: pet fanatics and—who 
else! —parenting professionals (Puppies?). 
Paying more for good packaging is noth- 
ing new for BMW-driving Perrier-drinkers. 


. And, according to Mr David Weiss of 


Packaged Facts, a New York market-re- 
search firm, "the cost helps assuage their 
guilt for being out of the house all day." 
Hence gourmet-petfood advertising is di- 
rected as much at the owner's image as at 
benefits for animals. 

In 1985 Carnation, which is owned by 
Nestlé of Switzerland, launched Fancy 
Feast, the first mass-market gourmet 
catfood. Kal Kan, which is part of Mars, 


and Heinz followed suit with Sheba and 


Amore respectively. Ralston Purina, 
America’s biggest petfood company, fields 
Unique, a dish made in Thailand with 

< hand-cut chunks of seafood in aspic, as 

well as a dry catfood called Kit "N 
Kaboodle. According to Arbitron-SAMI, 
another. market-research firm, Americans 
spend $280m a year on such “ super-pre- 
mium” catfoods. 

The designer-dogfood market is worth 
around $500m a year. Carnation has been 
building up Mighty Dog, an all-meat 
brand which is now seen as a prototype 
for the niche, since 1973. It has now 
added Grand Gourmet ("People food for 
dogs"). Other recent entrants are Quaker 
Oats's King Kuts (a steak look-a-like), 
Purina’s ONE. (“optimum nutritional ef- 
fectiveness `) and Kal Kan's Select Pedi- 
gree Dinners. Two ultra-chic brands, Hills 
and Iams, snobbishly concentrate on sell- 
ing through pet shops or vets rather than 
mere supermarkets. 
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iTS THE NEW LINE FOR. THE 
BAVHAUS BULL Dog 


- Brands like Fit & Trim (from Ralston 
Purina), Alpolite (Alpo) and Cycle-lite 
(Quaker) are designed to slim down 
paunchy pugs: around four American 
dogs in ten are, like their owners, over- 


weight. Paradoxically, another booming _ 
market is for dog snacks. These are usually — 


chewy strips, but one recent idea is a 
Minty Milkbone from RJR Nabisco—ice 
cream for dogs. | 

“Yuppy” brands look like being more 
than just a fad. Petfood manufacturers 
and supermarkets (which often have mar- 
gins of more than 2096 on petfood) have a 
strong interest in pushing the new brands. 
But increasing competition and the rela- 
tively small difference in quality compared 


with normal brands will probably narrow. 


the premium that the gourmet brands 


now charge. In the longer term the | | 
petfood companies will have to encourage . 


Ae to buy more dogs. Mr Weiss 


reckons the answer is small dogs that can 


fit into. crowded apartments and.do not 
need too much exercise: “If Sherlock 


Holmes lived in Manhattan he'd be look- 
the 


ing for the, 


. Chihuahua _of 
Baskervilles." a ee MN MM 
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TOKYO 


OW for the hard bit. After two years of 
listening to all and sundry, supposedly 
to forma consensus, Japan's Ministry of Fi- 
nance has to draft rules to allow banks and 
securities firms to compete for the same 
piece of financial business—about which no 
<ne seems to agree. 
uo The ministry has outlined five options 
for lowering the wall that has separated 
banking and securities business in Japan 
since 1948. Drawn up by the Financial Sys- 
tems Research Council (FsRC, a finance- 
ministry advisory group on policy), they are: 


è The creation of a West German-style uni-  ~ 


versal banking system, with banks and bro- 


 kerages free to compete for any part of each 


other's business. 







ment banks, allowing commercial banks, se- 
 curities houses, trust banks and insurance 
firms to move into one another's businesses 


^ westment banks would be restricted to ser- 
. icing wholesale customers, not retail ones. 
€ The authorisation of Canadian-style in- 










| through wholly-owned but separate 


€ The establishment of wholesale investe 


estment banks, allowing Japanese banks 
yrokerages to enter specific financial- 





























Japan S banks and brokers 
square up for their basho 


@ The creation of holding companies to al- 
low banks to enter the securities field 
through larger financial stakes than the 596 
they are allowed to hold in brokerage firms 
at present. This would require Japan's Anti- 
monopoly Áct to be amended. 
e The gradual relaxation of all rules to allow 
an overlapping system of banks and securi- 
ties firms entering each others' businesses 
on a piecemeal basis. 

The guiding principle behind each of 
the proposals is to find a way of opening the 


country s financial markets to more compe- 
‘tition while not dismantling Article 65 of Ja- - 
~ pan's Securities and Exchange Law. Mod- 
Glass-Steagall act, no — 
. one seriously expects this cornerstone of fie 
nancial regulation to be abolished until after 
. America has repealed its own law. (Congress 
=- was widely expected to start dismantling 
po . Glass-Steagall this year—before it became 
- e through subsidiaries exempted from Japan's 
~~ present Securities and Exchange Law. In- ' 


ell ed on. America's 


preoccupied with the savings and loans 
fiasco.) | 

Japan's big city banks need to get into 
the stockbroking business far more than the 
securities firms have any desire to become 
bankers. The banks have been battered by 


the trend among corporate customers to 


trade-in their bank loans for much cheaper 
financing based on exotic innovations, such 


_of financial services, while keeping their tr 
ditional businesses (deposit-taking and ret 


gaining the universal freedom of, say, 
¿sche Bank has kept even the biggest s 
ties firms (Nomura, Daiwa, Nikko 


that universal banking has not bee 


as warrant bonds and yen swaps. 

Last October the FSRC came up with de 
idea of a wholesale investment bank to allow 
banks and brokerages to share a core group | 


broking) strictly separate. The idea w 
promptly rejected by the city banks. It soul 
have deprived them of their two biggest 
weapons for securities: their household | 
names and their large networks of retail out- 
lets. The banks want to sell stocks and 
bonds in the same way, and at the san 
time, as they dispense cash and take depos 
its—over the counter in their friendly neigh 
bourhood branches. And the best way to do 
that, the city banks generally agree, is to 
turn themselves into European-style univ 
sal banks. 

The thought of Japan’s big city t | 


Yamaichi) talking to the Fsrc. The 


for West German industry, pointi 
that the number of listed companies in 
Germany has fallen from 332 to 223 
universal banking was adopted; tha 
West German stockmarket is a mere 
twentieth the size of Tokyo's; and that 
Germany has practically no market: 
porate bonds. By contrast, dre 
were able to raise Y16.5 trillion ($13 
lion) in Tokyo's capital markets las 
alone, in addition to the ¥3.5 trillion: 
borrowed from banks. In all this, « 
where the connection lies twixt cause: 















































Japan's brokerage firms. would be de- 
ghted if the whole financial-reform move- 
ent would quietly go away for a few more 
ears while they build up their banking ex- 
ertise abroad. Nomura, for instance, estab- 
shed a full-service bank in London in 1986. 
But with the possibility that. the finance 
‘ministry could have a decision c on the table 


top universal banking in its tracks. 
— In this, they have an ally 
yuichiro Tachi, chairman of iie FSRC. 
Vith their blanket. coverage of the retail 
narket, Mr Tachi is worried that the city 
anks could quickly dominate the stock- 
roking business. But the damage would not 
ll be one-sided. Universal: re would 
ats ities firms into retail banking, tak- 

| deposits and offering consumer credit. 
govern pee Buaranes for peo- 





en ded dd i banks will be of 
ered nothing like the new financial turf 
hey have been seeking, but a good deal 


firm favourite of the Canadian style of 


| Taken into custody 
O TOKYO 
DUSTY corner of banking called 
a global custody has just been discov- 

ered by Japanese banks. If they work out 
what to do with it, they may after all do 
| something that has so far eluded them— 
|]. achieve success in an international busi- 
ness that does not depend on the coat- 
|. tails of the money and companies being 
Jd exported from Japan. 

= Global custody is the business of doing 

the paperwork for a global investment 
.portfolio—eg, keeping share certificates 
safe, collecting dividend payments, re- 
claiming tax—usually for an institutional 
investor. Custodial services are as old as 
.banking, but only with the growth 
of international institutional in- 
vestment has global custody be- 
come a service in its own right. The 
use of global custody to enhance 
fund management is most ad 
vanced in America. Chase Manhat- 
tan, State Street Bank and Citicorp 
lead the field. | 
Global custody in lapan lags 
„America by at least ten years. Only 
since 1980 have foreign-exchange - 
controls and other restrictions on 
foreign portfolio investment by in- 
stitutional investors been relaxed. 
- Many big Japanese banks turned 
m domestic custody services into in- 





y late May, the brokers are preparing to — 


in Mro 


nore than they have at present. Mr Tachi is — 
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e banking that would allow Wy banks and s securi- 


ties firms to use subsidiaries to venture into 
parts of each other's businesses—eg, long- 
term financing, corporate-bond underwrit- 
ing and trading, as well as the management 


of trust funds. 


The long«erm credit banks, led by the 


Industrial Bank of Japan, want the finance. 
ministry to restrict the big retail banks from 
getting too deeply into the securities busi- _ 


ness. With the widespread trend from bank 
financing to equity linked financing, the 


. credit banks have.already lost enough of 
their big corporate customers without hav- 
~ ing the city banks move into the brokerage 
business as well. In exchange they will prob- 
ably agree to let cit 
"tures (the credit banks’ current sole preroga- 
2 tive) for raising longterm loans. 


banks issue bank deben- 





To keep the long-term credit banks, 
trust banks and insurance companies 
happy, Mr Tachi's committee is likely to ex- 
pand a number of "grey zones" where banks 


and brokerages have already crossed into 


each other's territory. In the past, banks 


have been allowed to deal in government _ 
bonds, formerly part of the securities busi- 


ness. They have also been permitted to un- 
derwrite and deal in commercial paper—on 


ternational ones for their clients’ dollar- 
denominated securities, but — only 
Sumitomo Trust, Mitsubishi Bank and 
Bank of Tokyo have developed it further. 
They have done so only within the past 
two years, as Japan’s institutions have 
started to diversify their international 
portfolios from American Treasury bills. 
Another reason for the slow develop- 
ment of global custody in Japan is typically 
local. Like America, Japan legally sepa- 
rates the securities and banking busi- 
nesses; but it also segregates different sorts 
of banking. Though Japanese commercial 
banks can be global custodians in a way 
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the face of it a securities matt et 
ministry is als 
lines on who can enter the savings business. 
Stockbrokers could be encouraged to move 
yet further into deposit-taking with ac- 
counts similar to their successful chukoku 
(medium-term government bond) funds. 

Retail banking and retail broking will 
remain the sole preserve of the banks and 
securities firms respectively. This allows a 
measure of financial deregulation without 
having to tinker with Article 65 of the Se- 
curities aie Exchange eris WP. 


Eme 













later his iie n twi 
fore customers 
benefits—lowe 


er commission fees and 
cheaper ways “of 


ising corporate finance. 
t peceabie pressure 


iud Mery D en still e : 
But, over-banked and. over-brokeréd, the f- 
nance ministry thinks Japan could manage 
without them anyway. 





=, 


that would be. understood: in London or 
America, they are not allowed (for now at 
least) to manage trust funds. So there is 
not the incentive to develop. global cus 
tody to enhance their own fund 
management. 

A global custodian keeps daily track of 
a client's assets worldwide. Once that in- 
formation is in a computer system, a fund 
manager can use it to squeeze extra perfor- 
mance out of his assets. He would know, 
for example, what stock might be avail- 
able for lending, or be alerted to spare 
cash that could be switched. profitably 
into another currency. | | 

Given the potentially. strong growth of 
fund management in Japan in the 1990s, it 
seems odd that only one of the three lead- 
ing global custodians operating there— 
Chase Manhattan—has a trust- 
banking licence. Others may be de- 
terred by the heavy investment 
needed for computer systems, the 
logistics of setting up an interna- 
tional network of sub-custodians, 
or the low returns. Japanese fees for 
global custody are about one-fifth 
as high as in Europe, but still above 
America’s. As Japanese global cus- 
todians start to win customers 
among. foreign institutions invest- 
. ing. in the Japanese market. 
E (Mitsubishi: boasts five. American . 
-< pension funds among 500 non-resi- 
. ,dent accounts), they are. being 
, «pressed to > dower, their charges. 
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now oversha 
` be about to face their 


T2ROM its birth in the early 1980s, the 


markets for interest-rate and currency 


part of the international capital markets. 
Few Eurobonds are launched without at 
- least one swap behind them to give the 


. desirable funds. In mid-1988 there was 
$1.1 trillion-worth of swaps outstanding, 
according to the International Swap Deal- 

ers Association (ISDA). Interest-rate swaps 
accounted | for $251 billion of the $311 bil- 

lion new swaps arranged in the first half of 
1988. ‘Since then swappers reckon that 
th market may have grown by another 


Tn principle, an interest-rate swap is 
mple enough: two borrowers ex- 
inge interest payments on their 
ebts. This could occur because of 
differences of need, of views or of 
creditworthiness in particular mar- 
kets. Suppose one borrower has all 
his debt at floating rates of interest. 
|] Any rise in interest rates increases 
< his interest payments. Suppose 
: then that this borrower believes in- 
< terest rates are about to rise. He 
- might therefore want to fix his in- 
|| terest payments at the prevailing 
| interest rates. 
i A second borrower (in the jar- 
| gon: the counterparty) might be 
l^ somebody with fixed-rate debt who 
. believes that interest rates are 
about to fall. He would therefore 
prefer to repay his debt at floating 
rates. Easily done: in a swap, the 
borrower with fixed-rate debts makes 
floating-rate interest payments to his 
counterparty; in exchange the 
. counterparty pays him interest at a fixed 
` rate, to meet his obligations. Of course, 
. swappers run the-risk of counterparties 
. defaulting. But this has rarely happened. 
Because of the flexibility of the swap 
market, it is now often more liquid than 
= its more-famous parent. In early March 
- one of the biggest swap houses, Security 
Pacific, a Los Angeles-based bank, 
organised swaps worth $1.5 billion in a 
single day. By comparison, the Eurobond 
market generally chokes when it has to 
swallow $500m of bonds in a day. 
Swappers who guess interest rates cor- 
rectly can realise their profits in three 
"ways. They can release their loss-making 
counterparties, for a fee, from the swap; 
‘they ¢ can use pu of their profit to buy an 


irinari: 





` swaps have become the fastest growing . 


borrower cheaper or in some way more- - 


‘lion and £ 10 bil lion ($8. ó bill m 2 bil- 


- After seven dur of indi growth, the international swaps market 
dows its parent; the Eurobond market. But swappers may 
rst big defaults 





option that would rise in value if, for in- 
stance, interest rates rose; or they can go 
into another swap (at new rates) which re- 
verses the original swap and provides a 
margin between the rates at which the 
swapper receives and pays interest. 

This sort of flexibility and opportunity 
for quick profits from switches in interest 
rates has boosted trading and attracted 
speculators—among them British local 
authorities. Until the middle of last year 
they accounted for around a third of all 
bids swaps business. 








These municipalities used the swaps 
market not only to protect themselves 
against movements in interest rates, but 
also to generate extra income. In 1985 the 
central government restricted their pow- 
ers to increase local taxes. So authorities - 
played the swaps market to generate capi- 
tal gains. Ás interest rates rose, the coun- 
cil’s swap profits became losses. As the 
losses rose, their auditors and legal advis- 
ers began to doubt whether swapping on 
the scale tried by several local authorities 
was inside the law. 

The authorities’ dabblings sould lead 
to defaults. Despite the size of the interna- 
tional swaps market and the range of the 
companies and institutions that use it, the 
market has so far seen less than $35m of 
write-offs. The British municipalities 
could cost swappers a lot more. 

These councils have between £5 bil- 
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thority swaps could be as much as £150m, 


lion) in. interest-rate swaps. Their 
counterparties - are: invariably banks. 
Bankers estimate that the cost to the 100 
or so international banks with local-au- 





if all the sa authorities with swaps re- 
fused to pay their side of the contracts. 
The banks began to nerve themselves 
for such losses at the end of February, 
when the most active local authority in 
the swap market, the London borough of 
Hammersmith and Fulham, announced 
that it would freeze payments on its swaps. 
Before it began to have doubts last year 
about the scale of its swapping, Hammer- 
smith had over £5 billion of swaps out- 
standing; it now has around £3.6 billion. 
The council stopped payments be- 
cause Mr Nicholas Ridley, secretary of 
state for the environment, refused to sanc- 
tion £2,3m in payments (and £650,000 in 
receipts) that Hammersmith should have 
made and received on swaps. His refusal 
risked makíng the local councillors and 
some of their executives personally 
liable for the payments if they are 
. found to have been acting ultra vi- 
res—beyond their legal powers. 
Since Hammersmith froze pay- 
ments, two other councils have fol- 
lowed suit—Ogwr in Wales on all 
its swaps, and Blackburn on those 
it has organised on other councils' 
behalf. All are awaiting the result 
of moves by Hammersmith and 
Fulham's auditors, Deloitte 
Haskins & Sells, to seek a high- 
court clarification of a 1972 law 
that governs local authorities’ bor- 
rowing but makes no mention of 
swaps—which were not invented 
then, — 
Guidelines from the Audit 
Commission—which 


do allow councils to undertake swaps as 
part of their debt management. Hammer- 
smith’s debt is tiny (less than £350m) 
compared to. its swaps. This makes it diffi- 

cult to argue that all its swaps are part of 
its debt-management strategy. 

The banks' losses would occur as they 
balanced their swaps books. They would 
either have to pay new counterparties to 
take over the local authorities’ positions, 
or they would have to pay other 
counterparties to release them from the 
other side of the local authorities’ swaps. 

The wider risk is that London’s reputa- 
tion as a well-run financial centre will be 
tarnished if the local authorities’ swaps 


are ruled to be illegal. Bankers mutter that. 


the Bank of England, which supervises the 


Citys money markets, should have | 


warned them about the dangers of doing 
swaps with local | authorities. 


supervises - 
the auditing of local authorities— 
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Poolside at The Westin Philippine Plaza, Manili 


Westin Hotels in Asia: 

Hong Kong: Kowloon Shangri-La + Manila: The Westin Philippine Plaza « 
Singapore: The Westin Stamford & The Westin Plaza « 

Seoul: The Westin Chosun + Pusan: The Westin Chosun Beach + 

Other Westin Hotels in the USA, Canada and Mexico 


For reservations, call the Westin Hotel in your city or your travel consultant 
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ast. Staying Westin. 


Out of the plane and into The Westin Philippine Plaza. 

Into a spacious room overlooking Manila Bay and the most 
spectacular pool of any hotel in Asia. Out to my private lanai; feet up and drink 
in the beauty of another sensational sunset. No traffic jams or city 
hustle around here. Just the sea, the sky and the gentle whisper of the breeze 
through the trees. Hard to believe all this peace and quiet is just 
minutes from the business district of Makati. Don't 
know about you. But whenever I’m in Manila, 

['m staying Westin. 
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e A full range of foreign 72, * Correspondent banking 















exchange services '" Services 
e International trade finance and National Australia Bonis x«i 
settlement services | over 150 years experience and 
* Deposit taking in all major ranking in the world's top 100 
currencies banks by assets, hasboththe .. 
One oft the: main reasons e Term loansand project finance expertise and the resourcesto . 
V veare e Australia 8 fastest * Corporate advisory and meetallyourfinancialrequire- = 
| acquisition services -» ments. Talk with our peopleatany..- 
* Acomprehensive stockbroking ofthe officeslistedbelowand — 
service you'll soon see why we're starring 


* Trade introductory services allover the Asia/Pacific region. 
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French exchange control 
Nothing to 
declare 


PARIS 


EN, last week, France said it was re- 
moving the last of its foreign-ex- 
change controls on businesses, the French 
franc actually rose against the D-mark. How 
times have changed. Investors no longer 
treat the French franc as an inflation-prone 
weakling. The other surprise is that the gov- 
ernment waited so long to remove a control 
that had, in practice, long-since ceased to 
bite. 

Holders of French francs in France will 
from now on be able to lend them freely 
abroad. Before, in order to restrain fund 

inagers and corporate treasurers from bet- 
g against a weakening franc, the French 
11easury ran, in effect, a two-tier currency. 


When the franc was under pressure, foreign- 
ers who wanted to borrow French francs so 
as to profit by repaying with devalued ones 
faced 1,000% or more interest rates on the 
Eurofranc market. The Treasury would 
choke off supply there, and use credit con- 
trols to keep domestic rates relatively low. 

When, in the mid-1980s, the French de- 
cided to abandon quantitative credit ration- 
ing and to manage money through interest 
rates, the removal of France's old exchange 
controls was only a matter of time. In 1986 
banks and companies were given permission 
to lend francs abroad up to the same 
amount as they had francs arriving from 
abroad. Once credit controls came off at the 
end of that year, the Eurofranc and domes- 
tic franc rates began to converge (see chart). 
For over a year there has been almost no dif- 
ference between the two rates, a sure sign 
that the two-tier franc market was in effect 
dead. 

France's last serious chance to run a go- 
it-alone monetary policy was six years ago. 





Eastern promise 


WASHINGTON, DC 


NVESTING in Eastern Europe is start- 

ing to catch on in the West. Recently, 
the International Finance Corporation 
(IFC), the private-enterprise arm of the 
World Bank, pumped $27.5m into Yugo- 
slavia. Last November $17.9m went to Po- 
land. Earlier, the IFC invested $34m 
in Hungary. All of these loans went 
either to a private enterprise or to 
an independent co-operative. 
Eastern Europe's record is 
pretty bad. Yugoslavia has 240% 
inflation and a foreign debt of $21 
billion. Poland's inflation is more 
than 3096 and it owes foreigners 
$39 billion. Hungary’s inflation, at 
around 1596, is better; but its exter- 
nal debt of $16.6 billion is high for 
a country of only 8m people. Why 
invest in these heavily-in-the-red 
countries? 
"Not a nickel is overdue,” says 
Mr Douglas Gustafson, the irc's 
Eastern Europe specialist. “We can 
identify sensible people with sensi- 
ble projects which make money and 
are good for the economy." 
The Yugoslav loan is part of a 
package including $8.8m from Aus- 
trias Creditanstalt -Bankverein, 
| Deutsche Bank Luxembourg, 

Crédit Suisse and the Union Bank 
| of Switzerland. The money will go 

through the Vojvodjanska Banka- 
Udruzena Banka to 16 export-ori- 
ented industries in Vojvodina. 
| Other loans to Yugoslavian joint 
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enterprises with French, Japanese and 
West German companies are in the pipe- 
line. 

The 1Fc’s loan to Poland went to 
Hortex, a co-operative owned by some 
300,000 farmers that processes and ex- 





A hole new era? 
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After a storm among EEC finance ministers 





and central bankers in March 1983, France 


bowed its head, agreed to keep the franc 
fully in the European Monetary System, and 


accepted a long, painful disinflation. At the 


l 

| 
ports frozen fruits, vegetables and juices, 
to increase its export capacity to Western 
Europe. Investments in leather goods, ho- 
tels and sheet glass may be next. Hungary 
has received several IFC loans, including 
one to set up the country's first privately- | 
owned bank and others for joint | 
projects with Japanese and ltalian | 
companies. Joint projects with 
Swedish and West German compa- 
nies are in the offing. 

Big changes are taking place in 
Eastern Europe. At the end of 1988 
Yugoslavia decided that its system 
of worker control of enterprises 
would not apply to foreign inves- 
tors, who are allowed to run their 
companies themselves and negoti- 
ate deals with trade unions. On Jan- 
uary Ist Poland approved a joint- 
venture law permitting 100% 
foreign participation in private 
companies with an unlimited num- 
ber of employees. Hungary 
changed its joint-project law last 
December to permit 100% foreign 
participation and an unlimited 
number of employees, subject to 
the approval of the foreign-trade 
ministry. 

Does all this amount to a pri- 
vate-enterprise revolution in these 
countries? "You can't just flip a 
switch—people in Eastern Europe 
are inhibited about taking risks,” 
says Mr Gustafson. Unlike West- 


erners, its seems. 
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price of consistently high domestic interest 
rates, France has got results. The OECD's lat- 
est report on the French economy puts 
France's inflation differential with West 
Germany at 2.3 percentage points. Six years 
ago it was 6.8. 

One exchange control remains. Individ- 
uals are still not allowed to hold a foreign 
bank account or have a foreign-currency ac- 
count in France. These controls should in 


America and third-world debt 
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Great expectations 


WASHINGTON, DC 


R NICHOLAS BRADY, the Ameri- 

can treasury secretary, had an unusu- 
ally attentive audience when he addressed a 
conference of the Bretton Woods Commit- 
tee in Washington on March 10th. His ofh- 
cials had been promising that the speech 
would include bold new ideas on interna- 
tional debt. As so often, this raised expecta- 
tions that were disappointed. 

In outline, Mr Brady's plan echoes and 
builds on the moribund Baker plan of 1985. 
It correctly argues that growth is the best 
way of eliminating debt burdens; that the In- 
ternational Monetary Fund (IMF) and World 
Bank should continue to offer their seal of 
approval only to debtor countries that 
adopt growth-fostering policies; and that 
debtors should be dealt with case-by-case. In 
other respects, the Brady plan improves on 
its predecessor. 

For a start, it accepts what the Baker 
plan would not—the need for some debt-re- 
duction by banks. That is a recognition of 
reality. In 1988 international banks reduced 
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theory go between now and June next year. 
That is the EEC target date for an agreement 
on harmonising investment taxes. The 
French, with a high withholding tax on in- 
vestment income, had said they would not 
lift this control unless they got an agreement 
that satisfied them. Recently, they have 
been sounding more flexible. Even this an- 
cient piece of armoury may soon be heading 
for the scrapyard. 
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their stock of Latin American debt by about 
$17 billion; of total third-world debt by 
more. Thev still hold around $240 billion- 
worth of Latin debt. Banks have swapped 
their debt at a discount for cash, equity 
stakes in Latin American companies or exit 
bonds. These bonds guarantee a bank a 
lower rate of interest than that on the origi- 
nal debt—but end the banks' liability to 
provide new money. 

The Brady plan recognises that reduc- 
tion is easier now that most banks have in- 
creased their bad-debt provisions against 
sovereign loans. The bigger the banks’ pro- 
visions against their loans, the more the net 
value of their Latin American loans resem- 
bles secondary-market prices. Mr Brady sug- 
gested three ways to increase debt-reduction 
to help the countries as well as banks. 

The first is a financial contribution from 
the IMF and the World Bank, either in new 
cash for debtors or through guarantees for 
the interest payments on some of their exit 
bonds. This would encourage banks to take 


them, since they would be more likely to be 
paid even if the Latin American debt saga 
dragged on. Second, banks are to be encour- 
aged to waive the sharing and negative- 
pledge provisions of their loans to facilitate 
negotiations with debtors. This should 
make it easier for big banks to penalise 
"free-riders". These banks do not contrib- 
ute to new-money deals but insist on claim- 
ing their share of the interest payments pro- 
vided by new money. And third, changes 
need to be made to banks' regulatory, ac- 
counting and tax rules to get rid of disin- 
centives to debt reduction. 

These ideas sound good, but Mr Brady 
was studiously vague about how to imple- 
ment them. He conceded that the IMF would 
need more money through bigger quotas, 
but talked of reaching an agreement on an 
increase only by the end of 1989. He sug- 
gested that some creditor countries (mean- 
ing Japan) might provide more cash direc’ 
to the countries. As for the banks, Mr Bra 
offered no clues as to what regulatory and 
accounting changes the American authori- 
ties might be considering. 

Most glaring of all was the omission of 
any numbers. Debt reduction will not help 
the debtors much while interest rates go on 
rising. Take Mexico, which owes foreign 
banks around $73 billion (of which $62 bil- 
lion is denominated in American dollars). 
The banks' benchmark dollar interest rate, 
LIBOR, (the London Interbank Offered Rate) 
has risen from around 7% to almost 10.5% 
in the past year. That has increased Mexi- 
co's annual interest payments on its $62 bil- 
lion of dollar-debt from around $4.7 billion 
to almost $7 billion. If international banks 
were to adopt a suggestion by Mr Tom Clau- 
sen, chairman of Bank of America, and cut 
the bank debt of Latin American countries 
by a third, they would still be giving little 
help to Mexico. Its interest payments on $41 
billion (at current interest rates) would s: " 
come to $4.6 billion. 





Unbold Brady 
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a .. building on your executive 
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Rigorous, practice oriented management - 
programs. Interaction ~ a key element of the 
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IMEDE 1989 GENERAL 
MANAGEMENT PROGRAMS 


Seminar for Senior Executives 


To widen strategic vision, broaden perspectives and 

strengthen leadership practices. For executives in 
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October 15 - November 3 


Managing Corporate Resources 
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who want to develop broader perspectives and inte- 





^. grative abilities in leading their management teams. 





" April 30 - May 26 September 17 - October 13 


Program for Executive Development 
To. prepare successful middle managers for future 
general management positions. Separable in 2 five-week 
modules. | 
January 8 - . March U April 23 - Hinr 30 

August 13 - October 20. 
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How efficiently does your company repatriate e 
ings from foreign countries ? This Report will sho 
you how to convert and repatriate funds bound up: 
-strict hard currency regulations. | 
Designed to help finance and accounting managers - 
plan their strategies, it provides practical guidelines 
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i By Terutomo Q O awa : 
' Japan's assets a ad diand a at over $300 billion dolars: This raport by a 
leading Japanese « nomist, provides an in-depth look at the implications of 
Japan's emergence as the world's new financier, both globali y and for the 
. developing countries in particular. mE a, 
. 418805 1; 1989; ISBN 92-64-13177-9; 113 pages. 
_ FF90; US$19; £11; DM37. oyde 
| This major pt of chi la 


2 : FINANCIAL POLICIES AND DEVELOPMENT | oe M a r S | Latin America vividly nt anon ?4r Sn realty of 
By Jacques J. Polak , CO. EMI children’ wealth of oration itries and industries. It 


um nd an analysis of, 
-< This study, by the former Principal Adviser to the Managing Director of the 












| policies and programmes at reducing the 


incidence of working childr children and protecting them. 


: : JMF, focuses on the role that financial policies play in the process of | ISBN 92-2-106388-7 (hard) £17.60; USS28; SF40 | 
economic development. He looks at a number of issues including the use of | | ISBN 92-2-106389-5 ias. £13.20; USS21: SF30 


.. savings, determinants of the domestic savings rate, the search for foreign .. § | Access and Visa cards accepted in the UK. 
-... savings, as well as government finance and the debt problem. After showing | EANDEM NM 

- that credit intermediation through the banking system is inefficient, the author 
argues that the supply of capital is allocated in a far from optimal manner. He 


- -then examines the role of the IMF and the World Bank, and proposes interèst f] id SNIP Nè FTA. sonno: 
.rates polices which economise on the use of capital. Finally, Dr Polak E E 7 MSL GY piema 


. "proposes an approach to a solution of the debt problem. IESU 5 Tex 2227+ 
:41 89 01 1; 1989; ISBN 92-64-13187-6; 234 pages. : 4359685. arm 
FF140; US$29.50; £17; DM58. 


TAXING CONSUMPTION 

Here. is a comprehensive description of the development of consumption tax 

systems in OECD countries over the past two decades. In particular, the- 
report provides an analysis of the various factors governments must consider 

when they create or modify taxes on goods and services. As most OECD 

countries now have adopted value-added taxes (VAT), this study also 

|^ focuses on the technical and transitional problems involved. 

- 23 88 09 1; 1989; ISBN 92-64-13160-4; 335 pages. 

FF170; US$37.50; £20; DM74. 


.. CITIES AND TRANSPORT 




















| | Interest Rates: 
| | How Much Higher? 

* | | | Why do Forbes, The Wall Street Journal, Business | 

<- Presents a description and analysis of the innovative measures taken: by [| Week, Money and Barron's quote financial 
- urban transport systems in the cities of Athens, Gothenburg, Hong Kong, f| forecasts from Young's World Money Fore- 
London, Los Angeles, Munich, New York, Osaka, Paris and Singapore to — | | Cs The answer is Richar S Xt MC 

respond to transport as well as environmental and economic concerns. - 

97 88 09 1; 1988; ISBN 92-64-13183-3; 205 pages. 

FF210; US$44.50; £25.50; DM87. 

SEND YOUR ORDER TO: 








|| analytical approach” to forecasting and his 
| Lund accuracy. 


^ Now in its eleventh year, 
Young's World Money 
~~ Forecast is one of the 
most widely read busi- 
ness and investment 
forecasting services. 


United States: 
OECD Publications and Information Centre, 2001 L St NW, Suite 700, Washington, 
DC 20036-4095. Telephone 202 785 6323. 
| United Kingdom: 
. HMSO Books, PC16, Publications Centre, 51 Nine Elms Lane, London SW8 SDR. 
| | Germany, Austria, Switzerland: 
. OECD Publications and Information Centre, 4 Simrockstrasse, 5300 Bonn. Telephone 
. 0228-216045. | 


A three-issue introduc- 
B tion is yours for next to 
| | nothing. Yi ou will receive Young’ s latest forecasts | 
| for interest rates, gold, currencies, the stock 
market andthe US. economy. Just send this ad 
along with *1 and your name and address to: 


Young Research & Publishing, Inc. 
Federal Bldg. Thames St. pope RAL 02840 





Zi Japan: 
. OECD Publications and Information Gentre, Landic Akasaka Bldg, 2-3-4 Akasaka, 
vy Minato-ku, ard 107: Telephone 03 586 2016. 
LAE All other countries: 
OECD Publicátions Service, 2 rue Andre-Pascal, 75775 Paris CEDEX 16, France. 
mue 45-24-81-67. | » d 



















K AND LONDON 





E fire-sale prices of Latin American 
- debt are beginning to bring out bargain 
==" hunters as well as traders. Before Mr Nicho- 
^" las Brady, America's treasury secretary, an- 
. nounced his vague proposals for easing 
~~ Latin America's debt burden (see previous 
page), prices of Latin debt had already slid 
^. to new lows: Brazilian debt, the most heavily 
traded paper in the market, touched 2596 of 
its face value; a month earlier it had traded 
at around 3596, Prices of Mexican and Ven- 
ezuelan debt followed Brazil down. 

At around 2596 of face value, Brazil's 
debt starts to look attractive as a speculative 
investment. The arithmetic works like this. 

vestor buys $10m (face value) of Brazil- 
a debt for $2.5m. With LiBoR (the whole- 
“sale market's key interest rate) close to 
10.596, he expects to earn interest of $1.1m 
(since Brazil pays a spread over benchmark 
interest rates) a year from the $10m of debt 

he has bought. If Brazil were to pay interest 
for one year at the full rate, the investor 
would have made a 4096 yield on his money. 

But Brazil might be unwilling to oblige. 
Even if international bankers were to "for- 

give" half Brazil's debt, the investor would 
still make a 2096 vield on his investment. He 
might also manage a capital gain because the 
value of his debt would be more secure and 
might therefore move closer to its new par 
value of 5096. 

So far, the longish odds against the bet 
paying off have attracted only rich individ- 
uals. Some Latin Americans are prepared to 
risk $100,000 to make a $40,000 profit. The 
further prices fall the more such bets start to 
tempt the more adventurous money-manag- 

-. $—such as the high-yield "junk" bond 
, nds. 

"Traders of Latin American debt, such as 
a ‘New York investment bank, Shearson 
Lehman Hutton, are trying to encourage the 

- institutions to take the plunge by paddling 
in the market themselves. Shearson itself 
made a 1796 return in three months (and got 
its money out again) by buying Romanian 
debt at a discount of over 1096. Romania is, 
admittedly, a special case because it is paying 
off its foreign debt manically. Other inves- 

- tors have since made similar dn and driven 
_ the price for Romanian debt back almost to 

~~ 100% of its face value. 
E The sliding prices of Latin American 
E dde have also tempted banks to play the 
secondary debt markets more. For several 
months some big American banks have 
been selling Latin American loans from 
their portfolios, hoping to buy similar loans 
t ack n cheaper prices later—ie, going 
rt. Fewer debt buy-backs and debt- 


En schemes i in Latin America meant 
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m that the: debe had fewer uses and so Shed 


lower prices. 

Prices were also pushed down by the 
scramble to get rid of Latin American loans. 
Earlier this month North Carolina National 
Bank, which last year took over Texas’s big- 
gest bank First Republic, cleared out the 
Texas bank’s $1 billion of Latin loans. 

For the New York banks, which own 
most of Latin America’s debt, the point of 
shorting is to make short-term trading gains 





Britain's budget 


Dumping the queue 


ESPITE the steady internationalisation 
of London's business in the past de 
cade, some archaic customs have kept the 


City looking like a financial island. In his . 8 


budget on March 14th, Britain's chancellor 
of the exchequer, Mr Nigel Lawson, re- 
moved two such practices. 

The first consists of rules that prevented 
British companies, banks and building soci- 
eties from i issuing sterling bonds of less than 


five years’ maturity. Previously, companies 


which wanted to borrow for 
less than five years had ei- 
ther to take out a bank 
loan, or borrow abroad. A- $4 
lowing companies to issue -M€ 
sterling bonds instead 7$ 
should make their life eas- 
ier. Dut it also means less 
lending business for the 
banks. 

The liberalisation will 
also make habitual Ameri- 
can practices, such as 
collateralised mortgage obligations and pub- 
lic bond-stripping, more common in Lon- 
don. In such deals, investment banks break 
up the payment-flows on, eg, mortgages and 
car loans, into new securities of differing ma- 
turities which appeal to a range of investors. 
| Besides encouraging snazzier securitis- 
ations, Mt Lawson is also making it easier 
for companies to issue commercial paper. 





Previously, only British. companies with as- - 
sets of over £50m ($85m) could issue com- 


mercial paper. T then, it had to be in de- 


nominations of at least £500,000. Now, any 
company with assets. of £25m and a listing | 


on any recognised stock exchange can issue 
commercial paper in £100,000 chunks. 





City folk hope that more sterling issues - 
of bondi and commercial pan will take up 


some of the slack left by the government's 
policy of paying back the national debt. Net 
repurchases of gilts (government bonds) by 


the Bank of England have recently been run 
ning at £600m a month, which has left the 
unloved. More 


gilt market feeling 
securitisations and commercial paper 
should also mean fewer bank deposits, and 






sure an orderly market and avoid, for. 


| pility: Mos adr sometimes shi 


| over diet minis da issues. 


~ queue should be seen as a largely s 
gesture: during the past year or so, t 


usher in two more-meaningfu 











goingt to o produce. Even thi appat 
proof plan has come unstuck. Gree 
sellers (ie, those who had shorted B; 
say 33 and again at 26 instead of co 
their original position) were caught 
the market bounced up 10-15% the dz 
fore Mr Brady announced his plan. In 
of making money, they had to buy 
American debt—and embarrassingly 
yet another loss. 
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hence (eventually) slower growth in th 
broad measures of the money supply. ; 
would delight the government. — 
Mr Lawson's second reform is endin 
the Bank of England's new-issue "queue 
Since 1958 anyone who wanted to mak 
sterling issue of bonds or shares had first t 
ask the Bank's consent and take its advic 
over when to launch the issue. The Bank’ 
involvement stemmed from its desire to: 


















stance, two large rights issues. falling : 
same day. But orderliness turned to in: 











Though. welcome, the « 


of England has anyway done less to nan 
the queue. But it is a gesture that ougl 
ul reform 
the way securities are issued in Britain. 

For a start, London should embrace t 
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system of shelf registration used in America. 
There, once a company gets permission 
from the Securities and Exchange Commis- 
sion, it can issue a class of securities when- 
ever it likes, and for the amount it chooses 
(up to a predetermined limit). The securities 
stay on the shelf until the company decides 
to sell all or part of them, usually through a 
swift "bought deal" by one investment 
bank, which then places the issue. 

In London it currently takes a minimum 
of five days to lodge, and have cleared by the 
exchange, a prospectus for a new issue of 
shares. Such restrictions also hamper over- 
seas companies listed on the stock exchange 
from launching international issues of debt 
and equity. 


If shelf registration were introduced, the 
pressure to abandon Britain's pre-emption 
rights would then be irresistable. Pre- 
emption gives existing shareholders of a 
company first refusal on a new issue of 
shares worth more than 596 of a company's 
total allocated share capital. 

Under existing rules, the offer of new 
shares must be open to shareholders for 
(nail-biting for the issuer) 21 days. If compa- 
nies selling new shares were able to tap a 
wider pool of capital, the issue could be un- 
derwritten and sold within hours and just by 
one firm. Pre-emption rights bother Mr 
Lawson, and are the pet subject of Mr Nor- 
man Lamont, the financial secretarv, who 
wants to see them weakened. 





Commodity Futures Trading Commission 


Overbearing and over here 


RITAIN'S weak-kneed Securities and 

Investments Board (siB) is about to give 
in to extra-territorial demands from the 
Commodity Futures Trading Commission, 
America's statutory watchdog for the fu- 
tures and options industry. In effect, the siB 
will allow the CFTC to police a chunk of Lon- 
don's securities business. Some futures trad- 
ers are furious, especially those on the Lon- 
don Metal Exchange who reckon they will 
lose business to their rivals in America—on 
New York's COMEX. 

The cFrC's Part 30 rules make it unlaw- 
ful to sell non-American contracts to Ameri- 
can clients unless they fall under CFTC regu- 
lation. Hence its demands: to protect 
investors, says the CFTC, it considers busi- 
ness done with American customers as busi- 
ness done on American soil. lt sees Lon- 
don's futures markets as a bit of Boston or 
Buffalo, not Blighty. 


To City firms, this smacks of financial 


imperialism. All the more so since the Part 
30 rules can exempt non-American firms 
overseas where they are subject to regulation 
equivalent to the CFTC’s. Indeed, the CFTC 
and the SIB agreed an interim exemption be- 
fore the introduction in April 1988 of Brit- 
ain's Financial Services Act. That agree- 
ment will now, in effect, be scrapped in an 
announcement due later this month. The 
SIB is yielding to American pressure as a ges- 
ture towards closer cross-border co-opera- 
tion between regulators. 
The crrc has asked for: 

e The right to look at the books of a British 
firm dealing with American clients—within 
three days, if necessary; 

@ A ban on sales of off-exchange futures and 
options products by British firms to Ameri- 
can clients; 

e Jurisdiction over disputes between British 
firms and American clients. They will be re- 
solved in arbitration by America's National 





An American hat in the LME's ring 
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Futures Association, rather than by the SIB 
and its self-regulatory underlings; 

@ The segregation of American customers’ 
accounts—as in America. 

If asked, British futures firms must cur- 
rently show their books at short notice to 
their self-regulatory organisation, the Asso- 
ciation of Futures Brokers and Dealers. 
American clients can seek redress for 
misdemeanours in the American courts, just 
as British clients can haul American firms 
before the British courts. And few British 
firms sell over-the-counter products, partly 
because these undermine London’s estab- 
lished futures markets in soft commodities, 
oil, metals and financial futures. Moreover, 
most clients’ accounts are already segregated 
from the accounts of the brokers they deal 
through. 

Not, however, at the London Metal Ex- 
change (LME), the world’s largest forward 
market for base metals, dealing in just und 
200m tonnes-worth of underlying metals 
year. It currently does 15% of its business 
with American clients. Segregation of ac- 
counts is a particularly sore point with the 
metal exchange because of the way it clears 
its trades. 

In America’s futures markets, London 
FOX (the soft commodities market) and the 
London International Financial Futures Ex- 
change, clients’ accounts are segregated be- 
cause deals are “cash-cleared”’. Investors in 
these exchanges must put up cash (or simi- 
lar) margins with the clearing house as col- 
lateral for their futures positions. At the end 
of each day, these positions are revalued to 
take into account market movements. If an 
investor's position then shows a profit, his 
account is credited. If it shows a loss, he 
must put up extra margin against his futures 
position. 

The LME is not cash-cleared (and until 
July 1986 had no clearing house). The clear- 
ing house does not credit accounts if tl 
market moves in investors' favour befo 
the expiry date of any contracts. Moreover, 
since the clearing house is happy to accept 
bank guarantees from the 38 clearing mem- 
bers (instead of cash) when the market 
moves the wrong way, almost all investors 
on the exchange have opted for unsegre- 
gated accounts. That way, brokers can off- 
set, say, one client's short position in copper 
futures against another client's long posi- 
tions. 

This system suits the exchange's long- 
time users, who thereby have to put up little 
or no margin against their positions. These 
users are predominantly metals producers 
and consumers well-known to LME mem- 
bers; on COMEX, the bulk of the base-metals 
business is speculative. Private clients on the 
LME (among them some Americans) account 
for just 0.196 of all turnover. Their accounts, 
under existing SIB rules, already have to be 


segregated. 
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Opposed observations _ 


COMET in the skies is a rare and spec- 
tacular event. Ámong orthodox as 
»nomers, a comet hitting the earth is nor- 
‘mally thought far rarer. It is certainly less 
comfortable; the cataclysmic impact of a 
comet has been suggested as the flery coup 
de gráce that did away with the dinosaurs. 
However, Dr Louis Frank of the University 
of lowa believes that a tiny comet hits the 
atmosphere every three seconds. Going fur- 
ther, he suggests that these comets are pro- 
viding enough “cosmic rainfall to have 
filled the oceans. Happily, there are sacred 
.. cows left unkicked. Dr Frank suspects that 
.. his micro-comets may have killed the dino- 
—Saurs too. | 
.. Astronomers find all this incredible. 
They could probably live with micro-com- 
ets; but they balk at the idea of 10m of them 
arriving undetected each year. Dr Frank is 


. unshakable. He believes that astronomers 


are embarrassed at having overlooked the 
comets for so long. 

‘Nobody can dismiss Dr Frank as a 
pot. He has worked with experiments 
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on about 40 spacecraft. Admittedly, he is a 
physicist, not an astronomer. But his exper- 
tise on the radiation belts that girdle the 
earth is undoubted, and his work on the 
subject impeccable. He has the reputation of 
a superb experimentalist. 

In 1981 Dr Frank was working on pic 
tures of the earth taken by an ultraviolet 
camera aboard a satellite called Dynamics 
Explorer. He was surprised to see a large 
number of small black spots. Others saw 
them as random "noise" in the data. Dr 
Frank eventually decided that he was seeing 
50km clouds of expanding water vapour cre- 
ated by 100-tonne snowballs—tiny comets 
roughly ten metres across. The influx of 
these objects seemed to vary with radar mea- 
surements of meteors, which were presum- 
ably debris from the comets. In 1986 he and 
two students, Mr John Stigwarth and Mr 
John Craven, wrote up the idea in Geophys- 
ical Research Letters. 

That provoked a torrent of questions 
about the theory, which Dr Frank has tried 
to answer. Why did nobody see the explo- 






sions when the micro-comets hit the atmo- 
sphere? Because the wide dispersal of th 

remnants spreads the light: inly, anc 
the pure ice does not bur 
ets not leave tell-tale clo 
space?! Because they are cc 
lating carbon layer—w 
hard to see with mo 
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calculations show: 
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greenhouse pu uu iw Pis comets 
dumping too much water into the atmo- 
sphere, raised the temperature disastrously, 
That led to a “hydrodynamic blow-off’ dut: 
ing which hot-water molecules escaped from 
Mars's weak gravity. A similar effect could; 
he has speculated, have triggered climatic 
changes on earth which then saw the dino- 
saurs off. 

Why is there not more water benee 
the planets? Why does the rain of comets 
not disturb instruments on the moon? The 
objections are potentially endless. Dr Frank 
answers those that get asked. To the ques- 
tioners, the answers sound far-fetched. 


Blots on the skyscape 


Any scientist worth his salt can raise theo: 
retical objections, and counter them; that is 
what he is trained to do. What of the facts? 

Intrigued by the idea, but unconvinced, 
Dr William Hanson and Dr Bruce Cragin of | 
the University of Texas inspected the 182 
pictures from Dynamics Explorer. They saw. 
noise, not comets. They pointed out 
most of the dark spots consisted of a singl 

element of the picture—what one would ex 
pect of mere mechanical blips. Also, th 
dots seemed no larger on pictures take: 
from lower altitudes—as thev wouid do 
they were real. . 

Dr Frank's group at lowa, and an 
at the University of Calgary, are looking 
similar pictures taken by Viking, a Sw 
satellite. These pictures are too noisy for a 
putative comets to show up. Last year 
Thomas Donahue of the University 
Michigan thought he had found evi 
for small comets in data from Voyage 
now travelling through the far reaches oft 
solat system. That evidence is now taken 
have been a mistake made by a student. - 

But Dr Frank has some support. Ind 
Dr Clayne Yeates of NASA's Jet Propulsi 
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Pasadena tried to | pl 


; ideas is that the comets are hard to 
—tiny, black and fast-moving. They can 
be focused on, either; swing the tele- 

along roughly the right path, then 


dark. 
- Dr Yeates trained the University of Ari- 
ina's Space. Watch Telescope on a region 
pace half-way to the moon. Last year he 
nounced that he had streaks in his pic- 
that corresponded in appearance and 
equency with Dr Frank's micro-comets. Dr 
tes's pictures inspired no more confr 
ce than Dr Frank's. The streaks were 
t and looked like aberrations caused by 
ic rays or dodgy instruments. When Dr 
Tom Gehrels, the manager of the Space 
Watch Telescope, showed the images to ex- 
serts, the streaks were dismissed as noise. 
yur referees rejected Dr Yeates’s paper 
when it was submitted to Geophysical Re- 
search Letters. 
- To prove the streaks were comets, Dr 
'ates and Dr Frank looked for two consec- 
'e images of the same object—a standard 
cedure in astronomy. Last December, at 
meeting of the American Geophysical So- 
ety, they presented five pairs of consecu- 
ye images. The physicists insisted that the 
odds against noisy streaks lining up in pre- 
cisely this way were as high as one in 10m. 
ne pair of consecutive images was submit- 
ted for critical examination, and it still 
looked like noise to the experts. They were 
asked for three consecutive images—an ex- 
ceptionally tough criterion, and virtually 
unprecedented. 
. To Dr Frank, this rebuff i is only the lat- 
est example of astronomers' bias and wilful 
blindness. Nevertheless, Dr Yeates is pre- 
paring to appeal against the rejection of his 
aper. Dr Frank believes the requirement of 
ree consecutive images is unduly rigorous. 
ut is it unfairly prejudiced? Scientific theo- 
es are hard-won. An orthodoxy that is, in 
general, doing rather well—the present pic- 
ture of a micro-comet-less solar system— 
takes a lot of overthrowing. It can ignore an 
uncomfortable anomaly for ever. 
Sympathetic observers feel that the idea 
is interesting; but the images are weak and 
messy. The burden is on Dr Frank to pro- 
vide something that can neither be ques- 
tioned nor ignored. As telescopes become 
better and better at gathering up the tiniest 
slivers of light, that may become easier. And 
astronomers are not unbudging: merely cau- 
tious. Nor are their views monolithic. 
Young astronomers might easily become en- 
thusiastic about a revolutionary new type of 
object; if micro-comets are real, many ca- 
reers could be built on them. So astrono- 
mers may yet end up, in the words of Vice- 
resident Danny Quayle, ir in “the uncharted 
aters of ‘Space: 3 





icro-comets. One of the premises of Dr 


Imagine trying to shoot clay pigeons in. 






Muck 


OU can be both an oilman and an 

environmentalist, providing you do 
not mind wallowing in excrement. Mr 
Herbert Campbell, who works for Cana- 
da’s Wastewater Technology Centre 
(wre) at Burlington, Ontario, is one 
such. Canada’s federal government and 
the government of Nova Scotia are 
spending C$10m ($8.3m) on his oil 
from-sewage project. It is to be built at 


Sewage dumping.into Halifax harbour, 
one of thé most. polluted waterways in 
- eastern Canada. 

_ For the past six years the centre TA 
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that converts one tonne of dried excre- 


"each day. Turds become oil in four steps. 
First water is dredged from the sludge; 


| it to a gas and an ashy charcoal. Lastly 
the gas is condensed to yield diesel oil. 
- The left-overs-—some gas, water and the 


pleasingly little energy. 


~perhaps 700,000 barrels of oil, which 


their sewage is disposed of in treatment 
plants that are too small for oil conver- 
sion to be worthwhile. But 60-70% of 
Ontario's sewage sludge is disposed of in 
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Multiple sclerosis 


Catching the virus 


IRUSES are like trouble; the more you 

look for, the more you find. As the 
techniques for ferreting them out improve, 
they are implicated in more and more un- 
pleasantness. Twenty years ago cancer was 
not thought of as a viral disease; today vi- 
ruses are partly blamed for several cancers. 
AIDS is caused by a virus, HIV. Now Ameri- 


can and Swedish scientists have brought 
' forth evidence that a relative of riv, called 


HTLV-1, may be involved in multiple sclero- 
sis (MS). 

The case is not proven, but there are 
some convincing lines of argument. If they 
turn out to be ríght, then much of the re- 
search that has already gone into seeking 


and brass revisited 


Halifax, Nova Scotia, on Canada's east- 
etn seaboard.: Me Campbell's. n | 
- will end over 240 years of uncontrolled - 


ment into around two barrels of diesel oil. 


then it is dried with hot air. After thatit 
.. is heated to a blistering 450°C to convert 


charcoal—Aare burned in a fluidised-bed 
furnace. The energy from this is fed back’ 
to dry more sludge, so the process uses — 


— The WTC estimates that 7096 of thes | 
| 500,000 tonnes of sewage sludge that Ca- 
nadians produce each year could yield ^ 


would be worth around C$20m at cur- 
rent prices. At the moment much of 


mummified r remains. dei ds 







some half-dozen big incinerators, so` 
more conversion plants could make 


sense. Mr eee ser de that con- | 


more A diy: 
The idea might make even more sense 
elsewhere. According to OECD figures, 
while only: 56% of Canada’s p population 
is served by MSNgtreatqie 


& 
- 
um 
"a. 
LE 
= ¢ 
CR. 
pA 
EE 
2j 
"m 2E 
cr. 
Za 
e 
EF 
d 
P 
i 
ue 
et 
o 


^run'à pilot plant in Hamilton, Ontario, .— uM 
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and Wales eith year, ‘ball i is spread. on . 
farmland, one-fifth is buried at landfill: 
sites, about 496 is incinerated and 30% . 
dumped at sea. Whether fuelling more 
vehicles with diesel to pollute the atmo- | 
sphere is a greener thing to do than pol- | 
luting waterways with sewage is, ot 
course, another question. 


and debt due Rd vaccines re AIDS 
may become relevant to MS. 

A team led by Dr Premkumar Reddy at 
the Wistar Institute in. Philadelphia, work- - 
ing with Dr Magnhild Sandberg-Wolheim at 
Lund University in Sweden, found HTLV-1 
infecting white blood cells in all of a group 
of six MS patients they examined. In a con- 
trol group of 20 healthy people, the virus 
was found in only one. 

The virus was found by a technique 
called polymerase chain reaction, which 
“amplifies” genes by making millions of 
copies of the desired genetic sequence. This 
elegant technique, developed two years ago, 
is already being used for a wide range of pur- 
poses: diagnosing AIDS in new-born babies, 
amplifying DNA from single hairs or tiny 
samples of blood at the scenes of crimes, 
even retrieving genetic information from 
poses well 
















Living abroad may mean sunshine, good 
living, high salaries and lower taxes - but it 
| | ] m E also means no BBC Television. But now, the 

aes | : iS Bn € el. BBC puts this right with a new service, 
; i — Milk. Mc. NN BBC Video World. 
CURRENT AFFAIRS TURAL HISTORY COMEDY Every two weeks, an exclusive compil- 
ation will capture the unique character and 
quality of British television on a three-hour 
video tape - in your local format. It will only 
be available on subscription direct from us. 

Anyone, anywhere, can be watching the 
best of our television just days after it’s seen 
in the UK. 

(Devised to satisfy Britons abroad pining 
for quality viewing, BBC Video World will also 
prove a winner with busy people in Britain 
who don't want to fiddle with video timers.) 

So what's going to appear on BBC Video 
World? In short, a superb selection of current 
television. 

It's a safe bet that subscribers will not go 
short of impartial and intelligent news and 
analysis, the cream of plays and drama 
series, side-splitting humour and sport - with 
club rugby, cup soccer and county cricket. 
And because it's the BBC, natural history 
will always be in the frame. 

Each edition comes in its own rigid library 
case and builds into a chronicle of the year's 
events and a collection of unmatched tele- 
vision entertainment that you can watch 
again and again. (We hasten to point out 
that there will never be repeats on BBC 
Video World!) 

Subscribers will also receive a genuinely 
exclusive magazine to provide stories behind 
the programmes and act as a ‘Points of View’. 

À year's subscription includes 26 videos, 
six full-colour magazines plus insurance and 
express delivery to your door - no matter 
where it is on earth. 


ENJOY THE BEST OF BRITISH TELEVISION 
NO MATTER WHERE YOU LIVE 


To subscribe, for yourself or as a truly orig- 
inal gift, return the coupon or, better still, 
ring the free Orderline. Do it now to ensure 
you don't miss the valuable first edition. 
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caused by a virus is not new. HTLV-1 is the 
-. 20th candidate in the past 40 years, none of 
— which has stood the test of time. The other 
viruses, however, were all found in other 
parts of the body as well as in the cells of the 
immune system. It is an attack by the im- 
= mune system on the myelin sheaths around 
nerves that is thought to cause MS symp- 


The idea that multiple sclerosis may be 


. tropics” because of its similar symptoms. 


Dr Reddy now plans to create trans- 


. genic mice—mice that have some of the 
genes of HTLV-1—and see if they show symp- 
. toms anything like those of multiple sclero- 
- sis. That is a trick used in AIDS and cancer 
_ research. He will also look for traces of simi- 

ar viruses in mice that naturally develop 
. conditions like Ms. There is already some ev- 
idence that HTLV viruses may cause brain 
and nervous-system disorders in mice by dis- 
turbing the mechanisms that switch genes 


Pump up the voltage 


DETROIT 


W technology arrives in cars when 
gadgets trickle down from luxury 
models to become standard issue in the 
mass market. Anti-lock braking (which 
pumps the brakes a dozen times a second 
to avoid skidding) first appeared in fast, 
expensive cars. Now it is being brought to 
the not-so-quick. Four-wheel steering, 
"head-up" instrument displays (like those 
in jet fighters) and controlled active sus- 
pension are the latest novelties. A more 
far-reaching change might be brought 
about by simply turning up the voltage. 

A 12-volt electrical supply has been 
standard in all cars for decades. As cars 
have become more sophisticated, the 
number of electrical items powered by the 
car's battery and generator has increased. 
Electric motors are everywhere: adjusting 
seats and mirrors, blowing warm or cool 
air and opening sunroofs. And new cars 
continue to add motorised conveniences, 
such as seat belts that position themselves 
ready for drivers to buckle up when they 
get inside. 

Switching everything on can make the 
current surge to 100 amps or so, which 
makes the battery overheat. That could be 
avoided by the use of higher voltages— 
currents go down as voltages go up. But 
rather than say goodbye to the solid old 
12-volt battery, the cars of the future 
would do best to have a dual-voltage sys- 
tem, according to Mr Richard Parry- 
Jones, Director of Vehicle Concepts Engi- 
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5 suited for spotting viral genes as they lie dor- wm 
. mant in healthy cells. 












~ toms. Other research has pointed to HTLV-1 What is this virus doing? 
- 8s the cause of Tropical Spastic Paraparesis, 
a disease that has been called the "Ms ofthe on and off. 


If such experiments provide further evi- 
dence that HTLV-1 is a cause of Ms, there are 
weapons that might be used to combat it al- 
most immediately. Because HTLV-1 is similar 
to HIV, drugs used to slow the progress of 
AIDS—AZT and its successors—might also be 
used in severe cases of Ms. The techniques 
developed to investigate HIV, and much of 
what has been learnt from them, could be 
applied to MS. Vaccines of the several types 
being developed for Hiv could be developed 


for HTLV-i—a tremendous shot in the arm 


neering for Ford in Detroit. Power could 
continue to be stored at 12v, but it would 
be generated both at 12v and at a higher 
voltage, perhaps 48v. Equipment using a 
48-volt circuit would provide the same 
power with less demand for current. 

Such a system would be practical, he 
says, because a lot of the equipment that 
puts a heavy drain on current, such as 
heater fans, is only used when the engine 
is running. Other things that may be used 
when the engine is not running, such as a 
cassette-player or interior lights, are better 
suited to a 12-volt supply. 

If it is so simple, why are cars with dual- 
voltages not being unveiled at motor 
shows? The biggest problem is cost. lt 
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for Ms research. 

It might also prove possible to protect 
people against MS, and to make some pa- 
tients better, by using a vaccine already de- 
veloped to protect people from HTLV-1. This 
vaccine is being used in Japan to avert adult 
T-cell leukaemia, which is caused by HTLV-1; 
it needs no further trials. It would probably 
be used first to try to stimulate immunity in 
MS patients whose disease is in remission. If 
MS is caused by HTLV-1, then remissions may 
be due to successful come-backs by a pa- 
tient's immune systems. A vaccine could 
stimulate the immune system to attack more 
strongly. 

Dr Reddy emphasises that there is still 
no direct evidence that HTLV-1 is a cause of 
MS. He thinks it is unlikely to be the only 
cause. He also stresses that HTLV-1’s similar- 
ity to HIV should not be misinterpreted: no- 
body should think that AIDS and Ms are re- 
lated, or that Ms spreads in the same wa 
AIDS. Exhaustive research has shown no 
dence at all of Ms spreading from person to 
person by any infection. 





would be too expensive for one manufac- 
turer to specify higher-voltage motors 
from component suppliers, because the 
component companies benefit from econ- 
omies of scale with the present 12-volt 
standard. But it could happen if enough 
manufacturers and suppliers agree on an 
industry standard. 


Such a standard could bring other ad- 


vantages. Electrical components that 
work from higher voltages can be made 
smaller and lighter: thinner wires can be 
used to connect everything up. Because 
much of the shape and styling of a car is 
dictated by the size of its components (and 
the need to conceal them behind bulk- 
heads and panels), miniaturisation woulc 
free a car designer's hand. That may le! 
the car of the future change shape—pro- 
viding more space into which carmakers 
could pour yet more electrical wonders. 
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> O* THE afternoon of December 9 1832 
T a large crowd assembled at the Conser- 
 vatoire in Paris. It included Victor Hugo, 
Pens Liszt, Chopin, Georges Sand, Paga- 
puru and, in the stage box, an lrish actress, 
bes Piet Smithson. They had come to hear a 
. senucert of the music of Hector Berlioz, a 
concert that was to make an indelible mark 
: on the lives and careers of all of them, and 
Which was to be remembered as a milestone 
in the history of Romanticism. Just as it is 
about to begin, this book ends. It is almost 
as tantalising as a soap opera, and much bet- 
ter written. 

Berlioz was nearly 29. The bare facts of 
his life thus far are briefly summarised. Born 
near Grenoble, he was sent to study medi- 
cine in Paris, but decided to change to mu- 
sic. He composed several short pieces and a 
Mass before winning, at his fifth attempt, 
the celebrated Prix de Rome that took him 
to Italy for a year; and on his return he gave 
a concert. However, such is the skill with 
which David Cairns handles his material 
that ‘his book is a masterpiece both of bio- 
graphy and of social history. 

"Louis Berlioz, Hector's father, was à 
“er, inventive man, a pioneer of hydro- 

rapy and acupuncture. His ambition for 
his first-born was that he should fol- 
low precisely the same path: it did not 
include music. When Hector left the - 
school of medicine, his allowance 
-dwindled to such an extent that he 
took a job singing in a vaudeville 
. chorus in such works as "Mr Jolly, the 
< Singing Bailiff’. He travelled to the 
: theatre in a false beard, terrified of be- 
ng spotted by real musicians. 
Real musicians held differing 
views about his music. The establish- 
int. was wedded to classical ideas in 
= gll the arts, even rewriting Shake- 
»sspeare in conformity with Racine's 
^ unities. Berlioz had heard little music 
` of any sort by the time he reached 
-+ Paris; the nearest he had come to an 
orchestra was the town band of La 
St André, whose standard was 
that his sister had to stifle her 
r with a handkerchief. Gluck’s 
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heme and fantastic variations 


- ERIGA VOLUME ONE: THE MAKING OF AN ARTIST. By David Cairns. Andre Deutsch; 586 
Y. pages; £25. To be published in the United States by Alfred Knopf 


“Iphigénie en Tauride" bowled him over, 
and turned him from medicine for ever. 
Never having played the piano, he com- 
posed directly in orchestral terms. Although 
Mr Cairns argues persuasively that the re- 
sult is cu in the classical tradition, it is a 
wild, eclectic, disturbing sound, inspired by 
Goethe and Beethoven, and deeply unset- 
tling to the gentlemen of the Academy. — 

To please these gentlemen, a friend sug- 


gested to Berlioz, he should have himself. 
bled in all four limbs and go on a milk diet - 
for two weeks until his music was “horribly” 


. Berlioz found it difficult. Year FRA 


tame" 
year he competed for the Prix de Rome. The 


obligatory fugue he could manage; but then ` 
the candidates were imprisoned for three. 
weeks and. given. the theme for a cantata, - 
and every time poor Berlioz found himself 2 


uncontrollably inspired by these themes. 


What hope was there for his enormous, exu-. 


berant vision, when his judges had dis- 


missed the mature work of Beethoven as the - 
tragic ravings of a deranged mind? In the - 
end, they seem to have given him the prize - 


almost to be rid of him, and off he went to 
Italy. | 

"The only piece of music he completed 
during that year was a chant du bonheur. It 





E Smithson, whom he worshipped, fashion- 
ably hopelessly, for five years and eventual 


talented pianist who set het cap at him, even 


~ doned him—thanks, he maintained, to her 
 avaricious mother, |’ hippopotame. : 


ronic adventure. Learnihg of her marriage 
< when he had just arrived in Rome, he. 






the flat top d ac 
afternoon of pk: 
sounds rather. 
and at length; Be 
letters home; hi 
in ssohn, 












































phony, which has so 
as patched togethe rey 
and | against the snobbe y that despi 
“programme music". Berlioz himself wr 
that it expressed “the loves, the labours, 
bereavement of my youth". The first’ o: 
these loves, Estelle Dubeuf, had inspired 
him with the haunting theme when he was 
only 11 and she 18. Later came Harriet 


married. Finally there was Camille Moke, a 


briefly eloped with him and then aban- 
It was Camille who inspired his most By 


planned a complex revenge. He ordered a - 
green dress to be made for him in which; 
disguised as a lady's maid, he would enter 
her house and kill her. Equipped with poi- 
sons and pistols, he set off for France. On 
changing coaches he left the disguise 
behind but, nothing daunted, had ar 
other made and continued to Nic 
. where, faint with having eaten not! 
ing for days, he fell into the sea a 
nearly drowned. This experience cot 
vinced hím that, after all, he wante 
to live and could in fact do so withou 
her. He consoled himself with a. 
on the beach and went back to Roi 
With such details, Mr Cai 
brings to life this most Romantic 
composers: a naive egotist who c 
detatch himself from his own er 
tions, observe, note and analys 
them, even make music of them;: 
man constitutionally incapable of re 
ognising the claims of authority, bu 
undeniably endearing. Volume two i 
eagerly awaited: the overture is fin 
ished in grand style 
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E American politics 
. Notes from 
. Valhalla 
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FROM: THE PRESIDENT. RICHARD NIXON'S 
Secret Fives. Edited by Bruce Oudes. 
Harper & Row; 661 pages; $17.95. To be 


L. published in April by Andre Deutsch; 
E £15.95 


. archives, catching little that is 


zi Watergate scandal inexorably 
drove Mr Nixon from office. 


| .. Charles Colson's, which opens 


- and kept closely until, in 1987, 


CHEERY Richard Nixon graces the 

cover of Bruce Oudes's book, clearly 
relishing his own prose. Enjoyment—of 
power, of prerogatives and of the huge ma- 
chinery with which he could wound those 
who wounded him—is the spice of these 
memoranda. Fury is another. Mr Nixon pro- 
duced, and received, hundreds of such 
notes; they were placed in a “special file" 


he lost his case against releas- 
ing them. Mr Oudes has had a 
fine fishing expedition in the 


new but much that illuminates 
the office and the man. 
Morbid readers will want 
to begin with the memos of 
1973-74, the years in which the 


By then, however, the mes- 
sages are few, and those that re- 
main might be summed up in 


1973: "Now what the hell do | 
do?" Reading with hindsight, 
it seems inevitable that these 
officials—preoccupied with at- 
tacks from every quarter, be- 
trayed, suspicious—are heading for a fall. A 
siege mentality was there even in 1969, in 
the wake of the inauguration. Mr Nixon 
asked then if an effective job could be done 
"on the RN comeback theme’’—a request he 


-was to repeat later. Hatred of the media be- 


came the administration's rocket-fuel. Every 
day the news shows and principal newspa- 
pers were analysed for their coverage, most 
of it naturally unfavourable, of what the 
president was doing. And long before the 
Pentagon Papers case, in which classified 
documents were leaked to the New York 
Times, the Times was on a list of newspa- 
pers-not-to-be-talked-to, along with the 
Washington Post. 

Sensitive as many of these memos are, 
they are far from the gangland of the Water- 
gate tapes. Despite Herculean efforts, the 
worst to be said about George McGovern, 
Mr Nixon’s Democratic opponent in 1972, 
is that he is a hypocrite. George Bush, then a 
useful congressman who stood above politi- 
cal nastiness, "takes our line beautifully". 
The most risky remark about a foreign lead- 
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er is that a Mrs Longworth "might enjoy the 
Shah of Iran more than others", and so 
should be seated beside him at dinner. 
White House banquets account for many 
memos, and seem to have been put in the 
secret file out of kindness to the cook. The 
redoubtable H.R. Haldeman (variously de- 
scribed here as “the lord high executioner” 
and “my Pratt Boy") also has to complain to 
the kitchen about shells in the crab aspic, 
while the president worries that there is too 
much Bordeaux '66 in the cellars. 

The Nixon who emerges here is a com- 
pelling figure, fully in charge, intelligent, 
shrewd, conversant with the world. A 
greater contrast with Ronald Reagan's man- 
agement style could not be imagined. Yet 
Mr Nixon, unlike Mr Reagan, clearly could 
not grasp the mood of his times. In the small 
hours one morning, driven by a desire to see 
the Lincoln Memorial in the dark, he visits 
it surreptiously and begins to talk to the stu- 





Would you care to put that in writing? 


dents there. They do not understand him, 
and he cannot raise them. In a long memo 
the next day, he tries to explain that he was 
talking about "the depth and mystery of 
life". Time and again, however, what the 
president means to say slips by the ears of 
his hearers. His aides record it sadly, and the 
sense increases of a White House en- 
croached by long-haired enemies roaring 
distantly, like an oncoming wave. 

Mr Oudes begins his collection with a 
quotation from Lord Blake's “Disraeli”, 
found in Mr Haldeman's files: "Where Dis- 
raeli excelled was in the art of presenta- 
tion". But how could Mr Nixon be pre- 
sented? His aides, especially Pat Buchanan 
in his fearsomely scrappy memos, under- 
stand that he will never be "the Good Guy”. 
This is a president who worries about birds 
crashing to their deaths against the windows 
of the Oval Office; yet he is also prosecuting 
a terrible war, and trying to sell it in the 
name of peace. Try as he may, he cannot get 
the image right. In July 1972 Mr Nixon 
sends a memo to his daughters asking them 


me 


i 
J>” 


to mention publicly “that I from time to 
time played a happy birthday song for you.” 
By then, with Watergate breaking round 
him, the reader wonders who on earth 
would have listened. 





Dictators 


In search of Kim 


KiM IL Sunc. By Dae-Sook Suh. Columbia 
University Press; 443 pages; $45 and 
£30.50 


OES Kim Il Sung exist? The North Ko- 

reans insist that he does. A vast mu- 
seum built on a hill overlooking the capital, 
Pyongyang, claims to document his life from 
birth. Here are his gloves, his shoes, his 
belts, displayed like saintly relics. Throveb- 
out North Korea there are monument 
mark some formative experience. This i» 
where he liked to sit with his father, this is 
where he fished, this was his study spot. In 
every large factory and farm a tablet from 
grateful subjects commemorates a visit. 

Yet anyone who sets out to write a bio- 
graphy of Kim is at once baffled by the lack 
of verifiable facts about his life. It is known 
that a man called Kim Il Sung was installed 
as leader when the Russians occupied the 
North in 1945 after the defeat of Japan. The 
invasion of the South in 1950, which started 
the Korean war, was made in his name. His 
birth is celebrated each year on April 15th, 
with particularly extravagant celebrations 
each tenth year. Already, mammoth ar- 
rangements are in preparation for 1992, 
when Kim, it is said, will be 80. After that, 
the detail becomes obscure. Official ac- 
counts of Kim's life are revised from time to 
time: the founding of the People's Korean 
Army in 1948. has been backdated to 1??? 
to provide a background for Kim's alle 
guerrilla activities against the Japanese. 

The paucity of facts is no great problem 
for the inventive hacks of the North: their 
only difficulty appears to be finding some 
new phrase to sing the praises of a man al- 
ready called "the supreme leader of the en- 
tire working people of the world". The 
hacks of the South are equally unaccount- 
able as they find Kim either guilty or very 
guilty of hostile acts, according to the mood 
of their government. The strength of Mr 
Suh's book is that he does try to cut his way 
through the garbage to seek the man lurking 
beneath. In Mr Suh's view, he is not without 
merit: he has given his country the will to 
rebuild after the destruction of the Korean 
war. But this Kim seems rather ordinary in 
comparison to the Kim who had a statue 
carved of himself, 60ft high and painted 
gold, to inspire the Korean people. It is the 
unreal Kim who will be remembered. 
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P Islam for beginners 


n [!!5 strange, almost objectionable, that it 
| needed a flawed and brutal "revolu- 
— tion"—the Khomeini takeover in 1979 —to 
- reveal to the western world how little it 
- knew about Islam. Before 1979 Europe con- 
fronted the lands of Islam on two issues— 
Israel, and the price and control of oil. —that 
were not intrinsically Islamic. The revolu- 
vin Iran added a new and purely Islamic 
... Romenon—a state being taken over and 
ruled by a priestly caste—that the West had 


- somehow to understand. So westerners be- 


gan producing their books on Islam, many 
of them vitiated by the fact that the authors 
were not Muslims: although Muslim writers, 
especially from the loquacious sub-conti- 
nent, have begun to join in. 

No overview could be vaster than THE 
CONCISE ENCYCLOPAEDIA OF ISLAMI, com- 
piled by Cyril Glassé. Mr Glassé, an Ameri- 
can who converted to Islam as a young man, 
has produced the only single-volume ency- 
clopaedia of Islam in print; and he has also 
achieved a miracle, 1,200 readable entries all 
bearing the imprint ofa single personality. 
Without hesitation, Mr Glassé expresses his 
Own opinions and leaps into arguments, 
sometimes with all the zeal of a convert. He 
deals with Islam not merely as a religion but 
also as a culture, with entries on such sub- 
` sas funerals and sex. The book is hand- 

ev and heavily produced; it weighs 56 
wrist-aching ounces. A cheaper, lighter, less 
opulent edition might give it the wider read- 
ership it thoroughly deserves. 

Ira Lapidus's A History or IsLAMIC So. 
CIETIES? is another solid slab of overview: ev- 
erything the Islamic peoples have done, or 
have had done to them, from the Prophet to 
the present day. This vast stretch of ground 
has been covered before in the four volumes 
. of "The Cambridge History of Islam" and in 
¿the three volumes of Marshall Hodgson’s 
* "The Venture of Islam", among others; 
. here it is updated, with due attention to the 
' four-fifths of the Islamic world that is out- 
side the Arab heartland, in black Africa and 
in South and South- East Asia. Nobody can 
be expected to read through this dense cata- 


logue of names and places, and it raises the 


~ question: for whom was this book written? 
» sections, though more than cursory, are 
detailed enough for scholarship. The 
'alue is to be found in the introductory 
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and summing-up chapters: yet Mr Lapidus is 
surely on shaky ground when he concludes, 
perhaps wishfully, that *Muslim peoples still 
constitute, and will continue to constitute, 
Islamic societies.’ 

Of the country studies, Dilip Hiro's Is. 
LAMIC FUNDAMENTALISM? suffers from two 
weaknesses. He does not define "funda 
mentalism" strictly enough; two very differ- 
ent regimes, revolutionary Iran and conser- 
vative Saudi Arabia, are grouped together as 

“fundamentalist”, which empties the term 


of any real content. Mr Hiro, who is well 





known as an enthusiastic publicist for the 
Khomeini government, gives disproportion- 
ate space to Iran and to Shiism; but Shiism 
is the creed of only 1096 of the Muslim peo- 
ple, and Iran is Dc only Shia country in the 
world. He has no references to contempo- 
rary Islam in Africa, or in Asia east of Af 
ghanistan. The book was completed before 


Iran was compelled to accept a ceasefire in 


the Gulf war; Mr Hiro speculates on the 
consequences of an Iranian victory but not 
on the results of what actually happened, an 
Iranian defeat. 

ISLAM AND Poumicst deals with 21 
countries and regions ranging from West 





1) Stacey Int'l; 472 pages; £30. Harper & Row; $59.95. 

2) Cambridge; 1,002 pages; £30 and $42.50. 

3) Paladin Books; 320 pages; £4.95. To be published by 
Routledge in the United States. 

4) Third World Quarterly. Vol 10 No 2. Third World 
Foundation; £6. 

5) Yale; 180 pages; £15.95 and $18.95. 

6) Routledge; 278 pages; £35 and $35. 







































Bi tok. the country prn cou second 
largest Muslim population in. the world. à 
where Islam is in a particularly lively an 
teresting phase. Among the con 
no fewer than 15 are indigenous M 
scholars. The collection presents a dis 
tive but rather gloomy picture of how 
is faring in Muslim countries. In the ti 
eas of África and South and Sout 
in which most Muslims live, militant 
formist Muslim movements are.on th 
fensive against the governments, ri 
Muslims, that are scared of the po 
power of revivalist Islam. The rulers t 
and contain the militants by sponsoring 
sincere official Islamisation programme: 
the Arab countries, however, it is the mili 
tant Islamists who are on the offensive 
against their Muslim governments. Official 
Islam has not deluded the Arab people, per 
haps because, as Arabs, they are closer to: 
the Arab origins of Islam. : 
In ISLAM AND REVOLUTION IN THE MID- 
DLE EAsT5, Henry Munson has produced à 
brief but incisive study centred on the insis 
tent question: why did the Islamic revolu- 
tion occur only in Iran, and in 1979-80? On. 
the evidence of no less a person than 
Ahmad Khomeini, the son and right-hand - 
man of the Ayatollah, he argues that revolu- 
tion was brought about not by the mullahs, 
nor by the peasants, nor by uprooted peas- 
ants in the city slums, nor by the working. 
class, nor by the merchants in the bazaars: 
These merely contributed to the dynamic of 
the main movement, which was created by 
students. The students came from the lower: 
middle and middle classes; they were moti 
vated mostly by non-Islamic influences such 
as resentment of foreign power, disjointed 
modernisation and unemployment. In 
short, the revolution was brought about by 
the self-consciously aware outsiders in 1 
lamic society. : 
This acute and sobering analysis of t 
revolutionary power of the student gen 
tion is accepted and amplified by Patri 
Bannerman in his ISLAM IN PERSPECTIVE 
He finds it confirmed by militant mov 
ments in Egypt, Tunisia and elsewhere. TI 
book’ s title is blandly misleading; it is, 
fact, “a guide to Islamic society, politics an 
law", and is saved from vagueness because it 
is written by an official of the British Foreig 
Office for his colleagues, who have to deal in 
practice with problems thrown up by Mus- 
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ble and empathetic guide. 





N THE adaha century, when 
. Victorians were busy rebuilding London, 
ne question preoccupied both architects 
nd public: what should Victorian buildings 
ook like? Apart from a few daring souls who 
uggested that iron and glass create their 
wn style, most lined up behind the revival 
f an classical or gothic. This "battle of 
he styles" raged for over 30 years. Now it 
s been passionately revived again in the 
se of one of London's most important 
ites—south of the river and directly Oppo- 
ite the Tower. The argument over "Lon- 
on Bridge City, Phase Two" —the lumpen 
me bestowed by the developer—is not 
t the familiar one of whether classical 
ould beat up modern, but which of two 
evival styles should prevail. The dilemma is 
o the desks of inspectors at the Depart- 














o nson' 's i nouvest W estroinitee : 


ent of the Environment, whos will make 
eir recommendation to Nicholas Ridley, 
the secretary of state, in the next few days. 

In 1982 St Martin's Property Corpora- 
tion bought almost the entire stretch of the 
south bank from London Bridge to Tower 
Bridge—all of it covered with derelict ware- 
houses. Since then, about. half of this has 
been covered by "Phase One", with the var- 
Jious bits becoming steadily more traditional- 
ist (from the ultra-modern No 1 London 
- Bridge, to the grand renovation of nine- 
-teenth-century warehouses at Hays 
Galleria). When the question arose of how 
to fill che rest of the site, St Martin’s made a 
further move towards tradition. They chose 
as their architect Philip Johnson, of the New 
York firm Johnson Burgee, a recent convert 
to revivalism. It was Mr Johnson (now in his 
80s, and trained under arch-modernist Mies 
van der Rohe) who had shocked respectable 
modernists by putting a vast broken pedi- 
ment on top. of his Manhattan skyscraper 
for AT&T, as if it were a Chippendale 





vy emphasis on “ practice" gi 
Muslim ' scholars, 


ong many valid points is his stress on nthe’ | books, have said it is. 





‘new twist in insaréhdtéchihe dabate 


Piazza San Marco, SET? 











udg ing Muslims E y what 
b what. they say, ahd c ot | 


ing islam by what devout Muslims believe it .. t 
to be for themselves, and not what non- 
in their all- ‘too-many | 

— choice of design should not be left to Mr 








Twigg Brown’s rectilinearism 


Mr Johnson's use of historical style has 
never been respectful. His design for St Mar- 
tin's is two huge symmetrical L-shaped 
blocks in a sort of Victorian-Tudor mode. 
Critics have been reminded of the Houses of 
Parliament, but in fact the design is closely 
based on a country house in Hampshire, 
Highclere Castle, by Barry, the same archi- 
tect. The difference is that the new blocks 
would rise to 17 storeys against Highclere's 
four. The height of the blocks troubled the 
London Docklands Development Corpora- 
tion (LDDC), which gave permission only 
when they were reduced to 14 floors. How- 
ever, the pared-down design then ran foul of 
the Royal Fine Arts Commission, which was 
worried about the idea of an office block 
overshadowing the Tower of London on the 
other side of the Thames. 

— ]n vain did St Martins compare its de- 
sign to Tower Bridge (which also has stone 
cladding on a steel frame, and was much 
abused when built); in vain did it argue that 
no one could possibly see both London 
Bridge and the Tower in the same glance. 
The design was called i in by Mr Ridley in July 
1988, to examine "concerns regarding bulk. 
massing and shape”. St Martin's responded 
by commissioning another two designs and 
inviting consideration of those, too. One is 
a conventional piece of modernism from 
Michael Twigg Brown and Partners, who 
were responsible for the Cottons Landing 
and Hays Galleria sections of "Phase One; 
the other is a romantic, grand essay in Vene- 
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l Paraan T Snare, near St Paul's 





- from John Simpson. a > 
noe. Charles, who produced — 
n “alternative” design for 
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There have been iuri that the 


Ridley, whose brief.does not normally in- 
clude aesthetic decisions. about architecture. 
But at least the developer's spectrum—Clas- 
sical, Victorian Tudor and Modern—is 
nicely calculated to offer something for ev- 
eryone. Essentially, the Johnson and Twigg 
Brown schemes are . for rectilinear blocks set 
down in a symmetrical pattern; the Johnson 
design allows more open space at the cost of 
having taller buildings. The Simpson design 
(a sort of variation on the theme of the Pi- 
azza San Marco, complete with campanile) 
allows for interesting variety in the height, 
style and materials used, with more views 
through to the Tower. One great blessing 
would be provided by all three—access *^ 

the whole length of riverfront. And whet 
you like the designs or not, it is nice to ux 
asked. 





Japan's subservient press 
Kisha-and-tell 


TOKYO 


AN INTRIGUING sidelight of Japan's 
Recruit scandal is the way the coun- 
try's respectful daily press has taken the lead 
in pursuing the story. A senior editor at one 
daily admits that his young reporters are 
"just out of control’, getting their latest rev- 
elations into print before the newspapers’ 
instinctive self-censorship can stop them. 
The Lockheed scandal of the 1970s was ig 
nored until foreign newspapermen began to 
pick it up. With Recruit all is different, and 
the difference is a sign of how Japanese. € 
ture is changing. 

In Japan freedom of the press in the 
western sense has shallow roots. The institu- 
tion of newspapers is barely a century oid. 
Before, during and after the second world 
war, newspapers were put to work as propa- 
gandists. In most walks of life in Japan, there 
is little tradition of freedom of inquiry: just a 
round choice between subservience or ani- 
mosity to the powers that be. Newspapers 
find it second nature to put national interest 
(broadly, the interest of the governing and 
business elite) before the abstract notion of 
the public's right to know. 

- Japan's daily newspapers, with their 
huge circulations, are thus powerful dissemi- 
nators of establishment values in society. All 
the big four—the Yomiuri Shimbun, the 


_ Asahi Shimbun, the Mainichi Shimbun and 


the business daily, the Nihon Keizai 
Shimbun—provide much the same view 
and information on any subject. One reason 
is that De are salary men, just like the 
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other foot-soldiers of the Japanese economic 
army. Readers buy papers for the masthead, 
not the by-lines. There are no star names: 
the most famous column, the Asahi's "Vox 
Populi" is anonymous. 

A second reason is that the newspapers 
get their information from much the same 
sources. Japan's political, civil-service and 
business circles are riddled with kisha clubs, 
some 400 private groups of reporters with 
exclusive access to news sources. It is rather 
like the British parliamentary lobby svstem 
or the American White House press corps 
writ large, and then turned on its head, for it 
is the kisha club, not the news sources, that 
arranges press conferences and briefings 
and can debar outsiders. 

No politician or bureaucrat or business 
group would think of making a big an- 
nouncement except through its kisha. The 
journalists know the (unstated) price of such 
access. So the kisha club and its source 

ckly acquire a commonality of interest; 

club reports nothing that will rock the 
boat. Political kisha are the worst offenders 
of all, for journalism is a well-trodden path 
into politics. A spell in one of the scores of 
political kisha clubs builds contacts for the 
future, and can establish a reputation for 
"trustworthiness". For all that the young 
Turks of the daily newspapers' political staff 
are tearing into Recruit now, it is as well to 
remember that the story was broken by a re- 
porter in one of the Asahi's local offices. 





Author as star 


T IS hard to imagine that many walls 

are graced by pin-ups of Stephen 
King. His solid, bearded face is not one 
to elicit teenage fantasies. However, he is 
without doubt as much of a star as Mi- 
chael Jackson or Eddie Murphy. The dif- 
ference is that while they produce the 
goods in studios and stadiums, Mr King 
stays at home in Maine, tapping away at 
his word processor. The similarity is that 
they all earn a fortune. 

When Forbes compiled a list of the 40 
highest-earning entertainers last Octo- 
ber Mr King came in 23rd, with $25m in 
two years. That makes him the highest- 
paid novelist, but leaves him far from the 

| heights occupied by Mr Jackson ($97m), 
or even Charles Schulz ($62m), still rak- 
ing it in from Snoopy and his friends. 

Now, however, Mr King has signed a 

| deal with Viking which gives him an ad- 
| vance of around $35m for four books, 
| two of which he is rumoured to have fin- 
ished already. That decisively breaks pre- 
vious records of around $5m per book 
earned by Mr King, James Clavell and 


Danielle Steel (both too poor for Forbes). 
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ree expression 


Well, almost 


VER the past weeks, the West has been 

proud to present itself as the place 
where anything goes. The public may not al- 
ways like what it reads or sees, but it will de- 
fend absolutely the right to write or show 
them. If not quite unshockable, the West is 
thick-skinned, and is surprised when others 
are not. 

The truth is somewhat different, as fol- 
lowers of "The Last Temptation of Christ" 
will remember. The West shows regularly 
that it can take offence too, and that limits 
are set for artists even in the freest societies. 
To give only the most recent examples: 
€ Artistic expression is not sacred when 
connected with unpopular views. Cat 
Stevens, once a pop singer, expressed sup- 
port in late February for Ayatollah Khomei- 
ni's sentence against Salman Rushdie. He 
later "clarified" his remarks, but too late to 
stop a nationwide radio bowcott of his 
records in the United States. Mr Tom 
Leykis, a radio talk-show host in Los Ange- 
les, took up a listener's suggestion that there 
should be a general bonfire of Cat Stevens 
records, tapes and songbooks. Because this 
offended against California's clean-air regu- 
lations, Mr Leykis settled on March 8th for 
driving over them with a steamroller. 

@ Artistic expression is not sacred when 


"n^ 
Add on British and foreign rights, royal- | 
ties from 20-odd books in print and 
money from film deals, and Mr King 
should rise at least to the station of 
Oprah Winfrey ($37m), a chat-show 
hostess, or perhaps even to the heights of | 
rock group U2 ($42m+4) and Arnold 
Schwarzenegger ($43m). Dare he dream | 
of taking on Mike Tyson ($55m)? | 
It is easy to dismiss this as evidence of 
an insane speculator's bubble in the 
book world. But Mr King is a phenom- 
enal success. His door-stop books sell to a 
wide audience, including normally loth- 
to-read teenagers, providing them with a 
mixture of the frightening and the reas- 
suring in a colloquial narrative style that 
pulls the reader along, willy nilly. (It pulls 
the author along, too. Mr King tends to- 
wards bloat, drawing novels out to 1,000 | 
pages, prolonging scenes interminably.) | 
In his success, Mr King resembles Ste- 
ven Spielberg ($64m). Both are profi- 
cient story-tellers, with an eve and an ear 
for everyday Americana. Both have be- 
come something akin to brand-names, 
identifying a sub-genre populated with | 
friends and imitators. Both tend to be 
scorned by the cognoscenti. And both 
are very rich. | 





it touches on sacred things. The Rev Don- 
ald Wildmon, the head of the American 
Family Association, has called for a national 
boycott of Pepsi-Cola because it uses the 
Madonna song "Like a Prayer" to advertise 
itself. The commercial is innocuous; the 
video for the song, which can be seen on 
MTV, shows Madonna, languishing on an al- 
tar, receiving the stigmata of Christ. Mr 
Wildmon considers this “one of the most of- 
fensive things I've seen”. Pepsi-Cola is held 
guilty by association. 

e Artistic expression has clear limits un- 
der the common law of decency. In a case 
in Britain that was quickly overwhelmed by 
the Rushdie affair, but may have more last- 
ing consequences for artists, a Canadian art- 
ist and a gallery curator were fined in Febru- 
ary for exhibiting a mannequin wearing 
earrings of freeze-dried human foetuses. No- 
body had complained, but the Daily Mail 
had tipped off the police. Because charges 
were not brought under the Obscene Publi- 
cations Act, the defence could not be based 
either on artistic merit or on the artist's pur- 
pose; the only question put to the jury was 
whether or not they were shocked. By ten to 
two, they were. The judge told them: "In any 
civilised society, there has to be a constraint 
on freedom to act in a way which has an ad- 
verse effect on other members of the soci- 
ety." The case may be taken on appeal to 
the European Court of Human Rights. 

It could reasonably be argued that 
"good art" is not at risk in any of these 
cases. Cat Stevens's records, he used to say, 
were meant to promote peace; Madonna's 
video is said to demonstrate "the healing 
powers" of Christ; the foetus earrings were 
described by one defence lawyer as a "pro- 
foundly moral" comment on society's "dou- 
ble standards”. “Poppycock” could be said, 
probably should be said, to all three. The 
principle remains that if art can be perni- 
cious, curbs on art can be more so. Let him 
who is without sin cast the first Pepsi bottle. 
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Geneva, Jine 12-23, 1989 
FINANCIAL ANALYSIS 


For Investment Analysts and 
Corporate Finance Specialists 


Fundamentals, New Developments 
and Practical Applications 























ments: valuation of securities, cash flow dynamics, 








"tional differences in financial reporting, LBOs, risk and 
-return management, project financing methods, etc. 


"This. course is the first module of the 1989 Geneva 
.Security Analysis and Portfolio Management OOT 
.Program. Other courses of interest with places still 
available include: "Exchange-Rate and Interest-Rate 
Economics and Forecasting" (Sept 4-8) and “Bonds, 
__ Options, Financial Futures and Swaps” (Sept 11-29). 


Further information: Annelies Wind or Marguerite Nguyen, - 
International Center tor Monetary and Banking Studies, 

P.0. Box 36, 1211 Geneva 21, Switzerland. 

Phone: 22-34 95 48. Telex: 412 151. Fax: 22- 33 64 44. 








































LONDON SCHOOL OF ECONOMICS 


THE FIRST INTERNATIONAL SUMMER 
SCHOOL IN ECONOMICS, 1989 


June 26th-August 4th, 1989 


“The LSE Summer School offers a programme of intensive short courses in economics, The 
“courses will be tought to the standa "i s. 3 si regular inne degree. The Summer School 
^ faculty will comprise experienced LSE ers and visiting professors. The Summer 
<. School is the first of its kind in Britain bou il builds on the highly successful experience of 
nich programmes in North America. 


SCHEDULE OF COURSES 


: First Session Course, June 26 to July 14, 1989 
‘EC 102. introductory Macroeconomics. — EC202 Intermediate Macroeconomics. 
*EC180 Political EC220 Economics of the Welfare State. 
Economy. EC241 Economics of Industrial Organisation. 


Second Session Courses, July 17 to August 4, 1989 
_ *EC101 Introductory Microeconomics.  EC201 Intermediate Microeconomics. 
“ECT 11 Introductory Maths for C221 Finance. 

Economists. EC231 International Economics. 


‘These courses have no specific prerequisites. The other courses have as preprequisites at 
. least infroductory economics. 


INTERNATIONAL SUMMER SCHOOL FACULTY, 1989 


` Nicholas Barr, Senior Lecturer in Economics, LSE. 

Willem Buiter, Professor of Economics, University of Yale. 

.. David Canning, Lecturer in Economics, LSE. 

~~ Meghnad Desai, Professor of Economics, LSE. 

— Saul Estrin, Lecturer in Economics, LSE. 

| Paul Geroski, Senior Research Fell ins pee Business School. 
-Jim Gordon, Lecturer in Economics, L 

_ Brian Hindley, Senior Lecturer in Rus LSE. 

David de Meza, Professor of Economics, University of Exeter. 

. Mortis Perlman, Senior Lecturer in Economics, LSE. 

^ Sushil Wadhwani, Lecturer in the Workings of Financial Markets, LSE. 

David Webb, Lecturer in Economics, LSE. 

‘Christine Whitehead, Senior Lecturer in Economics, LSE. 


:Fees for tuition and gpa niga are £1,750 for two sessions, £950 for one 
Session. Tuition fees only for two sessions, £475 for one session. 
‘Applications are requester ‘by 30 April, 1989. 

"Enquiries should be addressed to Nicole Buckland, international Summer School in 
E Metu oe of Economics, LSE, Houghton Street, London. WC2A 2AE. 








































































































































This intensive two-week course will improve practitio- 
ners’ skills in analyzing and interpreting financial state- 


‘M&A, accounting problems of multinationals, interna- 
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stationed 
FRENCH COURSE.” . 

The basic French Course consists of a 
set of audio cassettes and accompanying 


text books: you simply follow the written _ 


and recorded instructions. With the FSI's 


unique learning method you set your — 


own pace — testing yourself, correcting 
errors, and reinforcing accurate respon- 
ses. it is, we believe, the best course 
available to teach you a comprehensive 
knowledge of French. 


The FSi's introductory Basic French 4 
rovides an | 


comes in two parts. Part A 
introduction to the simpler forms of the 
language and a basic vocabulary. Part B 
introduces more complex structures and 
additional vocabulary. 

You may order one or both courses. 


Unconditional 


easiest, most way to learn 


French, return it and we will refund every 
M penny you paid. 
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A unique MBA programme with a mix of strategy 
and operation. Starting September 11, 1989. 


Two streams: 


industrialisation and 
Management stream: 


~ Industrial Policy 

- Strategic Management 

- Behavioural Science 

- Management information 
Systems 


Write or telex 
for more 
information to: 


[C] Basic French, 


and a cheque or my 
- charge it tà your. credit 

y Express, TS 
 .enciosing card number; expiration date, 
and your signature. ; 






(or German, Spanish, Arab 


rd (American 
SA, Access, Diners Club} by 





Part A. 12 cassettes (15 l 


he}, 194-page text. £111.50 for $175 US). | 


Canio French, 
hr). 290-page text, £129.50 (or $195 US). 






Part B. 18 cassettes (25. 


please include £10 Por $15 US) 
additional postage. 


Many other FSI language courses als 


avalon: 


3t vpisa 
Church Street, 
London W8 ALL. 
(01) 937 1647. 


Guarantee | 
Try the course for three weeks. | K you 
are not convinced it's the fastest, | 


Write to us for free catalogu Í 








Spend a year 
in Holland and 
earn an MBA 


Accoun 


stream: 


~ Advan 


- international Managerial Finance 
~ Security Analysis and 
Portfol 


The Head of the 
MBA Department 


Netherl 


‘P.O. Box 143 
2600 AC Delft, The Netherlands 
Telex 38323 RVB NL i 
Telefax 3115 566831 


etherlands international 
Institute for Management 
















ting and Finance 
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Register rici for | 
Managerial Decision 
oN aking i in an 


at the gud pd 
Management Center 














Dates: April 17-21, 1989 - Location: La Hulpe - Fee: 2000 ECU 


This seminar on decision making will challenge 
participants to explore the complex task of resource a oca- 
tion in a increasingly international context. Built arou nda 
management exercise (MEXICO) developed by IBM, this 
five-day residential seminar addresses such issues as: 
how to determine national manufacturing capabilities, 
how to develop international marketing and pricing 
strategies and how to invest in research and geyriopmeni 




















Speakers: A, Boltho - Oxford University; AK Campbell - Private 
consultant, UK., P. Fitzpatrick - IBM-Europe; G. Hewitt - 

Manchester Business Sc ool; J. Hunt - London Business School; 

EE Lehman - interMatrix, Fontainebleau; W. Matthews - IML 

Switzerland; }. Neirynck - Swiss Federal Institute of Tec hnology; 

H. Thomas - IBM-United Kingdom; A. Watson - City and Corporate 

Communications Group, London. 


L.A. Campbell, former Head of Executive aah Aisi at EM 
Europe, is program coordinator. 












for more Monito an the-content tof the 
seminar, please contact either J.A. Campbell 
(00-44-73081-3803) or Y. Dirickx at Lovanium 
(00-32-2-656-4983) or complete this coupon. 














LOVANIUM INTERNATIONAL MANAGEMENT CENTER 
Chaussée de Bruxelles 135, 1310 La Hulpe, Belgium - Tel: (32) 2 6564983 














ae 


E Please check appropriate boxes 


"n L Yes, send me full details on the « « Managerial 
Decision Making in an International Context» 
- seminar to be held on April 17th till 21st 1989, 
-along with my registration documents. 












E Please: keep me up- to-date with other acti- 
vities organised by the Lovanium Interna- 
tional Management Center. 











o TEN AS Rr ce Each | 
Company OP ORIS. i at erste sgt 
Position AB cst woher uel. MORET "€ EIE aut | 
Address: EAE A Aia NT EPI TERRENO EI ER mo 


| 
| [ 
| = =e P aaa MM | | 
| 
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Call today or return this coupon to: 

LOVANIUM INTERNATIONAL MANAGEMENT CENTER: 
Chaussée de Bruxelles 135 - - 1310 La Hulpe, Belgium den 
Tel: (321 2 65649.83 - Fax; (32) 2 6564836. 
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development. 
Results that will last a lifetime. 


The Sloan Fellowship is conducted i in Europe 
only at London Business School. The other two 
centres are at Stanford and M.ET. in the USA. 

Whilst the programme covers the disciplines 
of a traditional one year MBA, there is consider- 
able practical field work in Britain, Europe and 
the USA, together with the opportunity for 
participants to examine the wider i issues affecting 
business decisions. 

‘The ideal candidates are ambitious, already 
successful men and women in the 30-40 age range 
who are destined to be leaders within their chosen 
organisations. This is a truly international 
management programme and itis likely that the 
majority ot applicants will be sponsored by the 
organisation for which they work. 


Information Evenings 

The next programme runs from 25 September 
1989 to 29 June 1990. For those wishing to learn 
more about the Sloan Programme, a series of 
information evenings is held at which past and 
current sloans, as well as faculty can be met on an 
informal basis. 

For further details of the Deen and the 
next two Information eas, on Monday, 
3 April and Monday, 22 May, please telephone 
Hazel Cooper, ean on ol- 262 5050 jet x M 


p ———— (ne ———REn ant RIP PME 


| “Please send me a Sloan Information Pack 





NAME e MEM 
Address na UTERIS 

ala Rai aaa ICTU 
Telephone. 


Sloan Fellowship Programme, London Business School 
Sussex Place, Regent's Park, London NWI 4SA, UK 
Telephone 01-262 5050 Fax 01-724 7875 Telex 27461 
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University of California, 


, Joe: 4-16, 1989, Berkeley 


13th Annal 
Management Development Progra 
July 23-28, 1989, Berkeley 





áth Session 
Competitive Marketing Strategies 
for High-Tech Products 
July 30-August 4, 1989, Napa Valley, California 


5th Annual 
Corpore Financial Management 
and Strategy Program 
July 30-August 4, 1989, Napa Valley, California 


4th Annual 
Competitive Marketing Strategies 
for Services 
July 30-August 4, 1989, Napa Valley, California 


30th Annual 
The Executive Prog 
October 8-November 3, 1989, Berkeley 





5th Session. 
Competitive Marketing $ 
for High-Tech Products. 
October 15-20, 1989, Sturbridge, Massachusetts 





November 5-10, 1989, Monterey, California 





rther information and a detailed brochure, contact: W 
: Betty R. Robinson, Assistant Director, | 

- Executive Education Prog , Dept. 194, Berkeley Business 
- ‘School, ‘University of California, Berkeley, CA 94720, U.S.A. 





“Telephone: (415) 642-4735, ext. 194 
— Fax:(415) 642-2826 — 
Telex: 910 366 7114 UC BERK BERK 





Building Market-Focused Organizations | 
































UNIVERSITY OF MAN ices m 
INSTITUTE OF DEVELOPMENT POLICY 


MSc IN HUMAN RESOURCE 
DEVELOPMENT 


This Master's Degree Programme l (12 months) provides 
analytical skills required for policy formulation in Human 
Resource Development in developing countries. - 

A choice of modules are offered which include national 
manpower planning, labour market analysis, planning 
human resources in organisations, management of training, 
personnel management, educational development and 
planning, adult learning and development policy. 
Application forms and further information from the 
Administrator (RC), Institute of Development Policy and 
Management, University of Manchester, Oxford Road, 
Manchester M13 9QS, UK. Telephone: 061 275 2800. 









| Telex: 667461 COMCAB atentigon ADMIN. 


| Finance < at t Oxford 
Corporate Finance & - 
Strategy Programme 
Course Director: Or Jack Broyles 
Harold W Siebens Fellow in Finance 


This four-day programme is designed to provide senior 
executives with greater insights | into the financial | 
dimensions of strategy and the fa mat 

strategic success. An intensive and highly interactive 





21-25 May 1989 












programme which provides an opportunity for a limited 
number of senior vi oisi to share experience 





The programme highlights the place of corporate finance 
in the strategic decision process and defines the role of 
financial measurement in strategic investment decisions. 
Suitable for Managing Directors, Finance Directors, 
Business Development Managers, Chief Accountants, 
Planners, Corporate Treasurers and Bankers. 


Price: £1300 + VAT - Residential 

For further details. apply to Maureen Campbell 
Telephone: (0865) 735422 

Telex: 83147 attn 1 aad 
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faking the GM GMAT or GRE 
We CAN D 















interrupting your | 
ierat y your iss Can 
Admini on/Managemen Us | 
gation, Health, or Human Services. 
s Build upon your professional! expe- 
tience while working with nationally 
recognized faculty toward your 
doctorate. Accreditation: Candidacy | 
Status granted by the North Central 
S Mesociulion of Colleges and 
Schools. 




















YOUR OWN | To sry 










s a Prerequisite. Masters or equivalent | 


SA LDEN 
$ AVERS 
813-264-2277 R. 33940 





cans company executives short of timet 
(We know you need to learn language 
| rapidly.) iive in your teacher's home in 
UK, USA, France, Germany, Spain, italy, 
Taiwan. Up to 25 hours private lessons, 





full board and constant social contact with 
your teacher, his family and friends. Flu- 
mns often achieved in only one or two 

thanks to complete isolation from 
your mother tongue. 

















Hotel Established in 1979. Mow with 3,000 
| ti t t uin world-wide at your service. 
nstitute Pd e, ene, rc Reservations 
for Crescent, Ramsgate, 
Man agement Send EE EL = 
Montreux 
Switzerland 
HOTEL 
MANAGEMENT, 
TOURISM 
DIPLOMAS IN | Cn 
ENGLISH m 
e A virer 2. 3 year LEARN 10 SPEAK FRENCH BY 
iss an oma. 
| © Tourism Course: " year Swiss TOTAL NATURAL IMMERSION 
and International Diploma. with French participants for 7 
intakes: pts September. intensive r days in the DORDOGNE 
CH-1820 Montreux, Switzerland, 
gt tn, oe 
Fax: 01041/21/9638016. Te 5s 4428 
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\PPOIN’ “MENTS WANTED | ' 












YOUNG MAN aged 27 seeks aa 
ing position. Public school, business 
education, internationally orientated, 
commercial background. Fluent Eng- 
lish, Dutch, Spanish, German. Appoint- 
ment preferably in Far East region or 
southern Europe. All replies acknowl- 
edged. Box 3642, The Economist 
Newspaper Ltd, 25 St James's Street, 
London SW1A 1HG. 





Executive available 
| University education in Management 
] iaw. Over 20 years in three developing 
: countries in international purchasing, 
. Spare parts management, logistics. —Pro- 
dp jects manufacturing, trading Asian PP. | 
Excellent communication skills, keen on | 
king - in international environment. 
He for immediate placement | 

dwide 
3643, The Economist Newspaper, 25 
s Street, London SWIA 1HG. 
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. a University Lectureship. 


. increments to £14,500. 


- annual increments to £14,500. 
. dates specialising in any branch of these subject areas. 


| whom applications (ten copies), including a curriculum vitae and the 


-ics and property investment; land use planning. Successful applicants 


^. Land n oed at the above address so as to reach him not later han 
19 April 1989. | | : 










UNIVERSITY OF CAMBRIDGE 
University offices: Vaca can 





Applications are invited for the follow if 
UGC New Academic Appointments S 
provide for the appointment of more 
academic positions. Appointments will be 
Or as soon as possible thereafter, subje 
of the provision of the necessary funds. " 
tees concerned hope soon to be. in 


















University Lectureshi ] 
Assistant Lectureshi psan 
Assistantships in Re aS 
Tenure 


University Lecturers and University. ASS 
ments will be for three years, with he pos: 
Lecturer, of reappointment to the retir r 
Assistant Lecturer, of reappointment for 


































Senior Assistants in Research: Appointment will be 
years, with the possibility of reappointment i for Pa 
five years at a time. 


Stipends 

University Lecturers: £13,365 a year, rising by 11 annual increments 
to £20,615. There is no grade of Senior Lecturer. 

Senior Assistants in Research: £11,680 a year, rising by fve annual 


University Assistant Lecturers: £10,460 a year, rising by seven f 


University Assistant Lecturer in the Faculty of Economics and 4 p 
Politics in economic history after 1750 and/or economic development J - 
with an historical perspective. Applications are welcome from candi- - 


Further information may be obtained from the Secretary of the. f * 
Appointments Committee for the Faculty of Economics and Politics, ^. 
Austin Robinson Building, Sidgwick Avenue, Cambridge CB3 9DD, to 


names of three referees, should be sent so as to reach him not later» 
than 10 April 1989. . | 

University Lecturer and University Assistant Lecturer in the 
Department of Land Economy with expertise in one or more ofthe F- 
following fields: urban and regional economic analysis; land econom- < f 


will be expected to pursue research and contribute to the teaching 
programme at both undergraduate and postgraduate levels. | 
Further information concerning the duties and conditions of appoint- ` 
ment may be obtained from the Head of the Department of Land Es 
Economy, 19 Silver Street, Cambridge CB3 9EP. Applications, 7 
including a curriculum vitae and the names of not more than three 
referees, should be sent to the Secretary of the Board of Land 
Economy at the above address, so as to reach him not later than 19 
April 1989. 

Senior Assistant in Research in the Department of Land Econo- 
my with expertise in Agricultural Economics. The successful applicant. 
will be expected to undertake research in production economics. or 
international trade. , 
Further information about the duties and conditions of appointment 
may be obtained from the Director of the Agricultural Economics Unit, 
Department of Land Economy, 19 Silver Street, Cambridge CB3 9EP. 
Applications, including a curriculum vitae and the names of not more 
than three referees, should be sent to the Secretary of the Board of 













.. POLICY STUDIES INSTITUTE 


Applied Economist/ | 
onometrician _ 


The Policy Studies Institute is looking for an applied economist’ 












P add contribute to a range of dies in such fields. as disability 

benefits, family income support, housing subsidies and consumer 
debt. You would also have ea opportunity to develop your own lines 

of work in conjunction with the existing team. We would consider an 

appointment in UGC Grade II (£17 Meta £9 

or Grade IV (£25k to £30k) depending on your skills and experience. 









valuable, but less important than a high level of technical skill, 






éommunicate with non-technical rcaders. 






post, and about PSI. Please apply before the end of Marc h. 
PSI is an equal opportunities employer. 






































for Economic Analysis 


London . 
Up to £19, 000 including London Weighting 


The Economics Advisory Section i in the Corporate 
Planning Department provides an essential advisory 

. Service to all Post Office Businesses, on macro and - 
micro-economic issues. We are now looking for an 
assistant statistician/economist to join this small team. 


The potential range of work is substantial, including 

Fi econometric forecasting and market analyses, costing - 
§ pricing studies and provision. of macro-economic 

] forecasts and advice. Willingness to work in a number 

of such areas is desirable although there will be. 
opportunities for more eia application on 
defined projects. 


Candidates must have a good honours degree i in 

economics, econometrics, statistics or related 

subjects. Experience in the use of computer 

modelling techniques to economic problems is highly 

desirable and a high degree of numeracy essentíal. 

] Closing date for preques! 9r applicati ion forms is 8 AD 
. 1989. 

"Please iwara your CV clearly stating qualifications 

- and experience to Mr EH. Lewis, Room 530, 

-33 Grosvenor Place, LONDON SW1X 1PX. 

Alte rnatively telephone 01-245 7083. 


: The Post Office is an equal opportunities empl Dyer. 


T The dd Of fic 





econometric ian to join its team cn amiy finances and social | 





21k), Grade IH (£20k to £25k) 1 
Experience of research on personäl income or expe 'nditure would be | 
experience of the application of research to policy, and an ability to — 


Write to Bridget Dent to ask for a note explaining more about this d 


iud Studies Institute, 100 Park Village East, London NWI 3SR. 1 


/Generous expenses. are avai 
mortgage su 


| Application forms and further 
: d decies Parker Centre, Ray. Road, ‘West M Surrey KT8 0LG. 
| Telephone: 01-979 8334. — 


| Closing date 31 March, 1989. 


[Economist'Statstican 





DULT - 
EDUCATION INSTITUT E. 


Head of Centre 


LECTURER IN CHARGE BUSINESS © 
AND RELATED MATTERS . 


Salary: £8,481-£15,369pa 
plus £333 London Fringe Allowance — 


Required from September 1, 1989. 


The Institute seeks an energetic innovative person to be: in charge of 
Business and Related Matters; to be Head of Eimgrove Centre, 
Walton-on-Thames, and to actas the Institute's spearhead in seekina 
co-operation with business, commerce and industry, both as a trainin: 
agency, and in funding projects of a social and educational nature. 


This new post reflects. changing attitudes ih the education of adults 
and the needs of Surrey in the 1990s. Information Tech Wology is part 
of the job but. people matter most. e 


The successful candidate wil be ee to drive and to use his/her 
own Car. 

















silane in approved c cases rand inciude a 
allowance and the full post of reloca- 
available. d ert 


ails are available: sr the Principal, 







A 






sidy, disturba 


tion. Tempore ry housing may 

















X yst 


ARC Aggregates, one of Britain's leading building materials 
suppliers, requires an Economic Analyst to work as a member af the 
project team within the new Business Development Department. 


The position mainly involves the interpretation of economic . 
and political issues on a local and national basis, the : d 
forecasting of short and long term demand leve 
me of capital projects. The Business Leti : 
roe jede has the challenging responsibility of identifying 
progressing growth opportunities; the successful 
applicant has a vital role to play. 


The position demands a high level of numerac ; coupled 
with confidence and competence in verbal and written 
por Applicants should ideally be graduates with at 

ast two years relevant Frpenence and with a sound grasp of 
practical applied economics. 


ARC Aggregates is Britain's largest aggregates producer and 
one of the leading Premix concrete, coated roadstone and 
mortar suppliers. It also has major road surfacing and landfill 
operations. The company has an annual sales total well in 
excess of £500 million. The Corporate Office is in attractive 
surroundings at Chipping Sodbury in North Avon. 


A competitive salary and bonus package is available fort the o 
right candidate. Relocation costs will be met. E 











Applications in writing please to: 


Martin Clarke, j NU AAE 
Group Marketing & Development Manager 4 

ARC Aggregates Ltd, 3 

The Ridge, oy td Sodbury, | 

Bristol, BS17 GAY, &. 





























“Appl ications are » invited for the vacant Professorship of Manage- 


M ment in University College, Cork, Ireland. The Department of 


4M Management forms a core element in the Faculty of Commerce, 
~ which is now entering a phase of further development. The 

E Faculty has grown rapidly in the last decade and has an annual 
- intake of 165 students; the competition for places is very keen. 


- The appointee will have specialised in one of the main functional | 


M areas of Management, eg Business Policy/Strategic Manage- 
. ment, Operations Management, Marketing, etc. — 

^ The new Professor will take a major role in the development of the 

Faculty, which will include the re-introduction of an MBA Pro- 


gramme as well as enhancing the infrastructure for the teaching | 


of Management subjects. Further senior appointments, some at 
professorial level, both within the Department of Management 
and elsewhere in the Faculty are contempiated. 


The salary scale is: IR£30,747-1R£35,567 per annum 


\pplication forms and further details of the post may be obtained, 

‘om the undersigned. Tel: 010-353-21 276871, ext 2364, Latest. 
cane for the receipt of completed applications i is Friday, 12 May, 
1989. 


M. F. Kelleher, Secretary. 


Colaiste na hOllscoile Corcaigh 
University College Cork 





Equality of employment opportunity is Universily policy. 


SCHOOL OF BANKING AND F INANCE 


LECTURER/ 
_JENTOR LECTURER . 


"(FIXED TERM APPOINTMENT) 


(TENURED OR Ld 
APPOINTMENT) 


| ery 1039) 
The School ot "Banking and Finance services undergraduate BCom and BEC courses in 





ing/Finance and Economics/Finance at both pass and honours levels 
and combined Finance/Law and Finance/Mathematics courses. It also provides 

. graduate training towards the MCom in both Finance and Treasury and provides 

. fesearch training in Finance in the MCom (Honours) and PhD programs. 

: The Schoo! is currently developing an active research program in Banking and 

| financeand seeks to appoint, at Senior Lecturer or Lecturer level, a candidate with a 

| higher degree (or equivalent) and demonstrated research or teaching capabil ity in 


| Finance or Banking. Applicants should have a strong theoretical and/or empirical 
-F Background in Finance or Banking. 
| The-position is available from July 1989 and appointment will be either with tenure or 
i onthe basis of a contract with provision for conversion to tenure. 
(d Further information from Professor i. Sharpe, Head of School [(02) 697 3508]. 


] Applications close 15 April, 1989. 
j Salary: Senior Lecturer — $A40,937 ran 3 us 564, 
3 Lecturer - $A30,737 range $A40, 
4 Commencing salary according to quali Tibet and experience. Other benefits may 
j be negotiated with particularly suitable applicants. 


Applicants should forward TWO COPIES of: written application {quating 
relerence number, business hours telephone number, together with the 
names and addresses ol two referees); curriculum vitae; and transcript 
af academic record: to Academic Staff Office, P.O. Box 1, Kensington, 
NS W. d Australia. 














odi 


ODI wishes to appoint a RESEARCH FELLOW ir in the Ag 
Unit to undertake research and to co-ordinate its Pa: ora 
The Fellow will carry out applied research and adi 

of government and voluntary agency services in i 
owners in developing countries. Co-ordination of the 
include editing and writing network papers produci 
should have experience of multi-disciplinary resear 
management background. The appointment wil 
in Range i-i (£16,150-£24,560, under review) 


Application by fuli CV naming two referees 
Administrative Secretary (AAU), ODI, Regen 
Regent's Park, London NW1 4NS. Tel: 91-4 7 
Closing date 2 May 1989. : 








































































ASSOCIATE PI LOFESSOR(S) 
AND 
SENIOR LECTURER(S) 


so. Reference No. 09/01. . 
‘Graduate School of Management - 
E and Public Policy 


Applications are invited for a total of four positions abet 
Associate Professor and Senior Lecturer level in the | 
Graduate School of Management and Public Policy. The | 
School. is increasing its. ines of both local.and overseas d 
Students and is in a.períod of rapid growth and expansiot 
Applications will be Considered within any of the folk 
fields of management which are taught in the Master | 
Business Administration and Master of Public Policy — 
Programs: | 


Ex 








| Marketing 
Finance/Accounting 
Economics/Public Policy 
Organisation Analysis/Business Policy 


Successful applicants should be qualified to PhD level, have l ; 
an established research record and demonstrate a CT! 
commitment to management education. of 
Appointments will be made for three or five years. but may be cl 
extended subject to the agreement of the parties involved. 
Further information from Professors Murray Wells, Simon. 
Domberger, Terry Walter, (02) 550 3544. 
Salary: Associate Professor $A52,107 per annum. 
Senior Lecturer $A39,745-$A46,179 per annum — 
Method of Application: Applications, quoting reference - 
no., including curriculum vitae, list of publications and the ^ 
names, addresses and FAX numbers of three referees tothe. f 
Registrar, Staff Office, University of Sydney, NSW 2006 . f 
Australia (or FAX 612692 4316) from whom further f 
information is available. — d 
The University reserves the right not to proceed with any | 
appointment for financial or other reasons. d 
Equal employment opportunity is University policy — 1 
























Piian Fund for Agricultural. Development, IFAD. (hited: Nations), Rome 
Maiy), seeks candidates to fill post of 


INFORMATION 
OFFICER 


en reports to Director Information & Communications and is responsible 
for: 
— contacts with media and UN-system, liaison with information services, govern- 
." ment officials, non-governmental organisations, research educational institu- 
. tions related to food and development; 

. drafting press releases and other press material; 

— co-operating with TV organisations and publications to promote coverage of 

. «IFAD projects, particularly through independent multi-media field missions; 

~ assistance in the production of IFAD publications; 

~~ public relations activities as required; - ^ 
= assistance in project support communications, identifying, qualifying compo- 

: ments and formulating specific proposals for inclusion in project design; 

-- assisting in motivating target groups and government officials in. project 

. Support communications. 


1 Qualificationsexperience: University degree or equivalent i in Journalism or ered 





IFAD 









































Media. At least 5-7 years experience ‘in the production and distribution of mass 
edia information in English and Arabic or French. Broad knowledge of interna- 
tional media sources, public relations activities, publications and project 
communications. 

epending : on experience and qualifications; net base salary per annum will range 
from US$25,474 to US$35,997, Cost of living allowance subject to change according 
to United Nations Common System will range per annum from US$11,512 to 
US$12, 334 without dependants. 

- initial contract is for two years. - i 

E “Deadline for applications 8 May 1989. 

| mis iA to: 

















Via del Serafico; 107 
00142 ROME 
Italy 
Only Ore’ candidates will receive an acknowledgement 











| Lectu reship 

-in Gender 
p Rel ations and 
- Agrarian Development 


-]- Applications are invited for this post in the School of 

:-« - Development Studies which the University plans to fill from 
. August 1, 1989 or as soon as possible thereafter under the 
terms of the New Academic Appointments Scheme. Appli- 
cants should hold a degree in agriculture, agricultural 
economics, economics or sociology/social anthropology, 
-and have research experience in gender relations and 
n agricultural/rural development or. rural resource manage- 
^ ment in developing countries. The successful candidate 
~ Swill be expected to. contribute to teaching across this 
. range. Appointments to this post will carry with it member- 
-ship of the Overseas Development Group which usually 
. involves up to one-third of a faculty member's time being 
5. Supported on outside finance, often overseas. 


.. Preference will be given to candidates at an early stage in 
their careers. The salary will be at an appropriate point on 
the Lecturer Grade A scale £9,260-£14,500 per annum, 
under review). 


Applications : (three copies) which should include à full 
: curriculum vitae with exact date of birth, together with the 
names and addresses of three persons to whom reference 
. . may be made, should be lodged with the Administrative 
-.. . Secretary, University of East Anglia, Norwich NR4 7TJ. 
.. Telephone: 0603 592734 from whom further particulars 
» may! be obtained, not later than | peel 29, 1989. 























FINANCIAL TRAINING 
CITY COURSES — 


Financial Training City Courses 
are seeking freelance authors to 
assist in the development of — 
its range of publications. 
Financial Training is a member 
of the Wolters Kluwer Group, an. 
international company based in 


the Netherlands whose main 
activities are publishing and 






















Economics 


Applications are invited for this _ 
post in the School of. Economic — 
|. and Social Studies which the Uni- 
| versity plans to fü from 1 August, | 
1989 or as. as possible | 
thereafter under. the New. Aca- 



















professional training. demic Appointments Scheme. 
The publications cover all There is no restriction on the - 
aspects of the Securities. candidates’ areas of research 


industry. They incorporate 
subjects as diverse as the 


1 specialism. Preference will be 
given to those at an early stage of 
























































regulatory framework, capital their careers. Salary will be at. 
markets, investment analysis, "appropriate point on the Lectur 
portfolio advice etc. Grade A scale (£9,260-£14,5. . 
Prospective authors must have per annum, under review). 
a sound technical knowledge Applications (three copies) which . 
of their area and a proven should include a full curriculum” 
record of authorship of either i vitae with exact date of birth, 4 
 newspaper/magazine articles. — |. | together with the names and ad- 
or complete texts. -~ | .| dresses of three persons to. 
For further details contact: | whom referer 4 D m | 
| | EE ' with the Admin: 
renda Tag 1 istrative i Secretary, University of 
City Courses .] East An Norwich NRA-.7TJ, 
136-142 Bramley Road (telephone. 0603 3 592734) from 
London W10 6SR 1 whom further year may be 
01-960 4421 = obtained, not fater than 29 
ee | ] | March, 1989. 
giving details of your area 
of specialisation and articles - UEA is an equal oportunis 
or books published. aae ‘i 


The Center for: Strategic and intéfnationial Studies invites applications from 


candidates for its William M. Scholl Chair. in International Business. Successful | 
candidates will have demonstrated academic -through writings and. 
teaching, and should bring to the position practical experience in gexernment or 
business, in the area of international economics and business. 


Please send replies with cv to Carole Sterne, Office. 
Studies, CSIS,. 1900 K Suet N NW Washington, D Dc 2 1006. 


' THE AUSTRALIAN — UNIVERSITY 
CENTRE FOR RESOURCE - 
AND ENVIRONMENTAL STUDIES 
SENIOR FELLOW/FELLOW 
Applications are invited for a resource and/or environmental economist able to contribute to 
the development of rigorous methods of analysis of the complex interactions between socio- 
economic systems, resource use and the environment. The applicant must have a 


demonstrated capacity for advanced research in this field and ability to work in an 
interdisciplinary environment. 


The appointee must have the leadership qualities needed to develop à dynamic and 
collaborative research program involving effective links with relevant parts of the University 
and external organisations, Academic qualifications required are a PhD and/or equivalent 
research experience in the economic analysis of resource and environmental issues. 
Telephone enquiries: Directer, CRES, Professor H. A Nix: (082) 404588. 
Closing date: April 14, 1989. 

Salary: Senior Fellow; A857,564-A$55,292 pa. Fellow. À$35,683-347,503 pi, 
Appointment: Fellow/Senior Fellow, tenurable, Applications. should be submitted in 
duplicate to the Registrar, The Australian. National University, GPO Box 4, Canberra ACT | 
2601, Australia, quoting refer micului vitae; list of ^ 
publications and nates. of reserves the right not to. - 
make an appointment or-i0 rther information is. 
available from the Registrar, af f Commonwealth 
Universities; 36 Gordon Squar : 


THE UNIVERSITY 18 AN Pam 01 


Ref: CR 3.3.1 






















\pplications are invited from gradu- 
tes/postgraduates with a strong ECO- 
NOMICS background and an interest in 
road-use pricing and taxation applied to 

oad transport. The post is funded by 
the EC contract recently offered to the 


University under the DRIVE 


but.could be continued for a further 18 
. months if the EC contract is extended. 
^ Salary will be in the range £8,675- 
£15,720.per annum, according to the 
qualifications .and experience of the 
Successful candidate, 
* "ications, with a full CV and the 
dis 8S and addresses of three refer- 
. ewe, Should be sent immediately to 
Professor Peter Hills, Transport Opera- 
tions Research Group, The University, 
Claremont Tower, Newcastle upon 
Tyne NEI 7RU, from whom further 
information can be obtained. Tele- 
phone 091-232 8511, ext 6822. 


University of 
Newcastle upon Tyne 
LECTURER IN MARKETING 


Applications are invited for a Lecture- 
ship in the Department of Agricultural 
Economics and Food Marketing. The 
Department is responsible for the 
teaching of marketing on business re- 
lated courses throughout the University 
and the person appointed will be ex- 
pected to play a central role in this 
service teaching. Candidates must 
have a sound academic background; 
some commercial marketing experi- 
ence would be a strong advantage. 


Salary will be at an appropriate point on 
either Lecturer Grade A £9,260- 
£14,500 per annum or Grade B 
£15,105-£19,310 per annum according 
to qualifications and experience. 


Further particulars may be obtained 
from the Senior Assistant Registrar 
(Establishments), The University, 6 
Kensington Terrace, Newcastle upon 
Tyne NE1 7RU, with whom applica- 
tions (three copies), with the names 
and addresses of three referees, 
should be lodged not later than 7 April 
1989. 











SANANA 


FREELANCE JOURNALISTS 


San Francisco-based institutional investment research team is 
looking for freelance journalists who work in London, Amster- 
dam, Paris or Milan. We are looking for professional investiga- 
tive journalists with knowledge in one or more of the following 
areas: Consumer Products, Healthcare, High Technology and 
FashiorvApparel. Writers will be expected to submit work on a 
monthly/bi-monthly basis. In addition, to payment for the work 
Teceived, we will reimburse you for all costs incurred. Research 
Director will conduct interviews in Europe commencing 1 May, 
1989. Send résumé and current clips to: | 
Joann Steck-Bayat 
4 Embarcadero Center, Suite 2800, San Franciso, CA 94111 
All résumés must be recelved by 14 Aprili, 1989. 





THE ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS 
| CHATHAM HOUSE | 


EAST ASIAN STUDIES 


The Royal Institute of International Affairs seeks a senior Research Fellow 
|. forthe studies programme of East Asia, if possible, from Summer 1989. 
. Candidates should have a knowledge of an East Asian language and have 
-.] experience of research on international aspects of contemporary East 
^j. Asia, and research management. 


. SOVIET FOREIGN POLICY STUDIES | 
The Royal Institute of International Affairs seeks a senior Research Fellow - 
"for the studies programme on Soviet Foreign Policy, from Autumn 1989. 


Candidates should have a knowledge of Russian and experience of - 
 tesearch and research management. 


]. These are senior appointments initially for two to three years. Salary 
-depending on experience. For details and application form contact 
Personnel, 10 St James's Square, London SW1Y 4LE, telephone 01- 

Y Fax: 01-839 3593. Closing date for both applications: April 


USE. 














CH 18 1969 








. The candidate should be completely fluent in English. 












The School of Advanced International Studies 
make a senior, tenured appointment in Chinese. 
Chinese Studies Program. He or she shoul 
teaching and research. In addition to being 
candidate must be reasonably proficient i 
candidate's interests and abilities should sr 
Chinese history, economics, political science or i 
public policy, since SAIS is a graduate school.p 
sional training for men and women planni 
relations. n 
Please send résumés by 30 June, 1989 to D 
Advanced International Studies, The Johns 
Massachusetts Avenue, NW, Washington, DC 200 
University is an Equal Opportunity, Afirma 







ng its search to 
"Director of the 
uished in both 
on China, the 
language. The 
s modem | 
ations, and ` 
ed profes- 4 
ternational. 


























A Manchester Business School ` 


University of Manchester 


RESEARCH FELL om 
INTERNATIONAL BUSINESS 


Anexperienced researcher is required to work on UK competitiveness | 

in overseas projects, particularly in China. The focus will be onthe {> 
developmentof relationships between business, governmentandthe’ f 
financial sector and their interaction with Chinese clients. Travel to 
China will be necessary. Salary within range £9,865-£15,720 pa. 
Informal enquiries to Dr Nigel Campbell on 061 275 6466. 1 
Further particulars and application forms (returnable by April 4th) 
from the Registrar, The University, Manchester M13 9PL. Tel: 061 — 
275 2028) Quote ref: 66/89/EC. The University is an equal 
opportunities emplover. 



















DRI EUROPE 
A division of McGraw-Hill Financial Services Company, 
requires for its European Sectoral Service an 


INDUSTRIAL ECONOMIST 


to contribute to existing regular forecasting services, multi- 
client studies, market reports, consultancy projects and 
the development of new regular services. The position | 
requires the ability to conduct rigorous analysis to strict | 
deadlines, good report writing capabilities and an enquir- 
ing mind. | | 

The successful candidate should have an MSc or PhD in 
Economics or Management Science. Besides broad quan- . 
titative skills, some familiarity. with econometrics and . 
modelling, involving the use of computer tools, would be 
desirable. Although junior applicants will be considered; 
one to two years of experience in economic analysis with 
an industrial company, a consulting firm or an academic. 















institution would be a plus. 






Although English is the working language, knowledge of 
another European language would be useful. The position. 
is based in Brussels. ; 
Please forward your curriculum vitae, if possible with an 
indication of salary expectations, in confidence to: 
DRI European Sectoral Service 

221 Avenue Louise, Boite 5 

B-1050-Brussels- 




































































POST-DOCTORAL RESEARCH 
LLOW IN MANAGEMENT 
TUDIES (three year appointment) 


e Open University has more than 
000 managers and would-be man- 
gers on its Open Business School 
hort courses and its Diploma and MBA 
rogramme, all studying part-time 
Yough its multi media distance learn- 
ng techniques. Studies are being com- 
nced under the leadership of Pro- 
w D. S Pugh, Director of 
| esearch, which will be concerned to 
develop, on the basis of surveys, a 
file of these management students 
nd their work situations across a large 
range of. individual, job, organisational, 
itural and economic characteristics. 


Applications are invited for a Fellow- 
‘ship to work on this project from men 


level of social science based research 
‘in the management field. Experience of 
‘empirical data analysis, and research 
interests covering several manage- 
- feni disciplines are required. 


-Appointment will be made at Research 
-Fellow on the Grade 2 scale: £14,500- 
-. £19,310 per annum. The starting salary 
< Will. be according. to age, Suam 
, and experience. 


"Further particulars and application 
.. forms can be obtained from Mrs Mau- 
: Teen Leighton (5560/3), School of Man- 


Keynes MK11 1BY, or telephone Milton 
‘Keynes (0908) 261122, ext 257. 

€ losing date for applications: 3 April 
The university will be closed for Easter 
from 23 March until 29 March inclusive. 






short courses. T 


| j , Stonham, o on 0865. 724545. 






nd women with experience at doctoral 


agement, Open University, 1 'Coffer- . 
‘idge Close, Stony Stratford, Milton 


Equal Opportunity is University Policy. | 


European Schoo! of Management is Euro 
Paris, Berlin, Madii d Oxford. Posts are contract and pensionabile, 
Ap Applications should be sent to Vanessa Powell, Director's Secretary, EAP European School of Management, 12 Merton Street, . 

ord OX1 4JH, from whom a brochure ma be obtained. For an informal discussion, telephone the Director, Dr Paul 





Crown Agents 
AGRICULTURAL ECONOMIST 


We have an urgent requirement for an 
Agricultural Policy Expert who is fluent 
in Spanish to work for us in South 
America on a three year contract. 


Up to date CVs of suitably qualified 


professionals are required by Tuesday 
28th March 1989 at the latest. 


Address to: Helen Cowley, Agricultural 
Services Department, Crown Agents, 
St Nicholas House, St Nicholas Road, 
Sutton, Surrey SM1 1EL. Tel 01-643 
3311. Fax 01 -643 8232. 





University of Surrey 
Department of Economics 
LECTURESHIPS IN ECONOMICS 
The Department has two vacancies. 
One appointment will be permanent, 
and the other is initially for one year: 
both are tenable from 1 October 1989. 
in each case the Department is looking 


. for an. enthusiastic person who will 


make a strong contribution to teaching. 
The successful candidates will be join- 
ing an active group of researchers and 
will be encouraged to pursue their own 
research. The Department has ex- 
panded rapidly in recent years and 
hopes to be in a position to increase its 
permanent staffing in the future. 


In the case of the permanent appoint- 
ment the teaching  specialisation 
should be in the areas of business and 
financial economics. in the case of the 
temporary appointment the specialisa- 
tion should be in macroeconomics. In 
both cases the Department is looking 
for applicants with good knowledge of 
statistics and computing. However, ap- 
plicants with other specialisations will 
be considered. 


Informal enquiries may be made by 
contacting Professor Graham Bird on 
Guildford (0483) 509325. Further par- 
ticulars are available from the Academ- 
ic Registrar, University of Surrey, 
Guildford, Surrey GU2 5XH, on Guild- 
ford 571281, ext 2031. Applications 
from men and women, in the form of 
curriculum vitae, including the names 
and addresses of three references, 
should be sent to the above address by 
17 April 1989 quoting the reference 
821EC. 















University of Glasgow 
Department oi Accounting and Finance 


LECTURESHIP IN ACCOUNTING 
AND FINANCE 


Applications are invited for the above 
post. Candidates will be expected to 
demonstrate teaching and research in- 
terests in one or more of the following 
areas: Accounting theory and financial 
reporting; Auditing; Business finance; 
Managerial accounting and control: 
and Accounting information systems. 
An interest in the international aspects 
of finance and financial services would 
be particularly welcome. A willingness 
to develop an active interest in re- 
search is essential. 


Salary will be within the range £9,260- 
£19,310 per annum on the jecturers’ 
scale with placement according to age, 
qualifications and experience. The ap- 
pointment will be made with effect from 
1 August 1989, or such later date as 
may be arranged, and will be for a 
period of three years in the first 
instance. - 

Further particulars may be obtained 
from the Academic Personnel Office, 
University of Glasgow, Glasgow GL2 
8QQ, where applications (eight 
copies), giving the names and address- 
es of three referees should be lodged 
on or before 7 April 1989. 


in reply please quote Ref No6493U. 


UNIVERSITY OF STIRLING 
DEPARTMENT OF 
ECONOMICS 


Lectureship in 
Economics 


| The Department seeks to appoint a 


Lecturer ofi a five-year contract. Ap- f 


| plicants with interests in any area of 

| economics will be considered. The - 
successful candidate. will be expected. 
to take up appointment on September 
|, 1989 or as soon as possible | 
thereafter. 


Salary will be in the range £9,260- 


| £19,310. Further particulars for the | 


post are available from the University 
| Secretary, University of Stirling, Stir- 
ling FK9 4LA, Tel: (0786) 73171, ext 


2314. Completed applications, in the. | 
form of a ev with the names of three | 


referees, should be ne not later 
than April 3, 1989. 





i European School of Management, Oxford 


SENIOR LECTURERS and 
POSTGRADUATE TEACHING ASSISTANTS in 


erations Management/ 
Manufacturing rre rentre eniro 


Wanted in Oxtord for September 1989 or earlier as a result of rapid expansion in the School's European Master's in General 
Management, a. tee pa three-country tri-lingual MBA programme, as well as for executive development programmes and 
'S leading international MBA provider with campuses. in- 


sn : 


Queen Mary College 


University of London 
LECTURESHIP IN ECONOMICS 


Applications are invited for a Lecture- 
ship in Economics tenable from tst 
October 1989. it is intended to fill the 


post either on a permanent basis or on 


a temporary basis for one year. The 
shea tc candidate will be expected 
to participate in the teaching of macro- 
economics at all levels, and is therefore 
also likely to have research interests in 
this broad area. 

Salary within the Lecturer A Scale 
£9,260-£14,500, plus £1,650 London 
Allowance. 

Further | particulars and application 
forms may be obtained from the Per- 
sonnel Office by ringing 01-975 5171 
(24 hour relieta engen Candi- 

dates shouid state whether they wish to 
be considered for a permanent or tem- 
porary post. 

Job reference No: 89/60 

Closing date 14th. Apni 1989. 


NESS & | 








TO MEASURE 


- Discerningly tailored 1o choice of style from a 
selection of the finest fabrics. Specialists for 


over 60 years in superb Sea Island cotton and 
luxurious silks etc, — 
‘Free sample fabrics and details from 
SEYMOUR SHIRTS 
Free Post, Dept 29 
Bradford BD1 1BR 


South Kensington 
Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Spode Gate. 
Resident manager, direct dial telephones, 


video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


| FULL DETAILS: TEL 01-823 8325. FAX 
01-225 0280. TELEX 893095. 





Well: sited for thcotres, business and late night 
Ishopping.. Individually furnished studio and 
one bedroom apartments for rentalfrom £220 
ito &550 per week. Minimum stay one month. 


Letting Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX. 
Tel: 01-584 8317. 

Telex: 916358 NGHLDNG 
Fax: 01-823 7133 


Readers are 
recommended 
io make appropriate enquiries and 


| take appropriate advice belore send- 


ing any money, incurring any ex 
pense or entering into a binding 


J. commitment in relation to an adver- 


 tisement. The Economist Newspaper 

med. ‘shall not be liable to any 
| person for loss or damage incurred 
Or suffered as a result of his/her 


B8 E accepting or: offering to accept an 
Te a invitation contained in any advertise- 





jlish egi in nm wE 













ACCREDITED AMERICAN PhD. No 
relocating. individualised Programs & 
Guidance. Consultant. Box 690056, 
San Antonio, TX 78269. 


Obtain US immigration through pur- 


chase of secured and well-rewarding 
real estate or opening of American 











COMING TO PARIS 


Stay in a furnished flat. One to four rooms 
plus bathroom and kitchen. Weekly or. 
monthly rates. Left Bank, Luxembourg 













For sala with UK Bank Guarantee, fine reno- 
vated property, recently restored by American 
“Owner: Two bedrooms, two bathrooms, dòu- 
bie reception, garage. Lease 36 years. 
EL t £430,000. Subject to Contract. 
] te urchaser will receive the sum of 
^U] US$250,000 on expiration of the lease by wa 
[ ofa UK bank guarantee, The ien ity during 
this period of time may be sold with the 
—. 1 purchaser still retaining the benefit of this 
. Sum in later years. 







8 Emperor's Gate 

South Kensington 

London $W7 4HH 

Tel: 01-370 7516. Telex: 925975 
GATE G. Fax: 373 3163 

tiegant bert and breaktast hotel with pri. 
vate facilities and bullet Engish breaktast: 
Pour muns walk fram Gloucester Road 
Underground station. 
































798. or write PAA Ho 
Rue des Ursulines, inen Par 































































| Allenquiries to: David Simpson & Co n i E4595 VAT branch companies, etc. ALL MATTERS 
Surveyors, Valuers & A iuble/ Paws from £55.95 9 VA] APAOR it AD. 
Property Consultants, Sale inr à HH H Su. d ie AT HANDLED BY A LICENSED US ATTOR Famy home in quiet street. ty 
23 Bentinck Street, Esir ad pe PR AT NEY/PhD ECONOMIST. three years. Three bedrooms, a 
London W1M SRL. Contact: Edward P. Gallagher, Attor- toom, big itchervdining robes 






Fully equipped. £300 per week: 
Edward Burness 01-385. 1785 3 
Damei at The Chambers, e 
London SW10 OXF. Tel: 61 352.45 


Tel: 01-935 2175. 






ney-at-Law, PO Box 70302, Washing- 
ton, DC 20088 USA. Tel: (301) 299- 
7269. Fax: SUE 3439. 



















DIPLOMAT HOTEL | | COB ar 






























2 CHESHAM STREET 129 Bayswater Road, 
‘(swiss Bank controlled) BELGRAVIA Hyde Park, —^' 
© Asset Management Ness Dd e. ME LONDON SW1X 8DT London W2 AR] 
ec /Trust/Foundati CENSO aE A Tel: 01-235 1544 . 01-229 365 
"Formation and Management in Sales « Operating Leases Telex: 926679 DIPLM TG du ONE 
Switzerland or third country Insurance «Support Package um Fax: 01-235 1544 p 2 3a n ets | 
e Lir Fiduciary sos PR EEOAE AIEE nd. idein bri rivinignd qud in Exclusive Belgravia, within walk- Fax: 01-229 0557 
: cise E SN dese ud & Crewing Nie of lcs for super .. Single: E55 00 inch VA T | 
e Accounting Auditing Tas- SiRiUs ESV Es breakfast at exceptional value. | Extra Single: £15 00 incl VA I. 
Q0 Back-to-back operations CENTRE: HEATHROW Single: £49.95 + VAT Facing Hyde Park. Traditional | : 
IBS, Bahnhofstrasse 100 Net Hacrison Double/Twin: £64.95 + VAT hotel with all amenities. | - 







Tet: 01-759 2141 
Telex: 346123 FASLAPG 
Fax: 01-759 4498 


A subsidy ul Huong Asoculed Industries pk 





Extra single: £19.95 + VAT 


Engl ish breakfast included. = ; : 


CH-8023 Zurich/ 
Phone 41-1-211.04 83 
Fax 211 75 31/Tx 813 884 


















TOWARDS AN INTERNAL MARKET OF FINANCIAL SERVICES: | 
BANKS, INSURANCE COMPANIES, SECURITIES 
Conference organised by the Cahiers 
de droit européen on the occasion of 
their 25th anniversary 


BRUSSELS, 
27th & 28th APRIL 1989 


Opening speech by M. L. GOFFIN, 
Chief Editor of the Cahiers 


One of Canada’s largest. kisman bons offers bank or first mortg 
guaranteed investments ge in the Investor-lmmigrant Program. Wm 


We ore leaders in the field of T amp in Canada. Confidentiality i is 
assy 


Beaubien Inc. 
CIO titli M EE s NS Manca Montradi, Conoco H3B 459. 
Telephone 514/879-5576 Fax 514/879-1015 










POLICE PENSION SCHEME NM | 
DDITIONAL VOLUNTARY | | fevers ey ame p eer Ee commun. tour 
BUER, Banque Bruxelles-Lambert and X. MALOU, Générale de . 






CONTRIBUTIONS 


It is proposed to introduce new AVC facilities for members 
¿ofthe Police Pension Scheme (membership approximately 
- 136.000) by way of commercial provider. The institution - 
appointed. will be expected to offer worthwhile concessions 
on management and other charges and favourable admin- 
istrative arrangements, including assistance with the task 
X monitoring potential benefits against Inland Revenue 
limits. 
| The detailed requirements are still being formulated but 
| the options will be confined to enhanced death in service 
. benefits and additional pensions for certain officers with 
, potentially short service. 

Organisations with an interest in providing such facilities 
should apply for further details to Peter Jones, Home 


fice, Room 311, 50 Queen Anne's Gute, London SWIH 
Tobyl 8 April 1959. 

















pei plo and information: D. Waelbroeck, 341, av. Louise (hox E 





Banque. 


2. INSURANCE COMPANIES = 
Reports by MM. G. FITCHEW, EC Commission, B. CARTER, 
University of Nottingham, N.  KONRATH, Allianz. 
Versicherungen. 


3. SECURITIES | 
Reports by MM. J. M. FOMBELLIDA PRIETO, EC Commi ission 
E. WYMEERSCH, Rijksuniversiteit Gent. 

General conclusions by M. J. V. LOUIS, Director of the Pakere 
The sessions will be presided respectively by MM. J. GO 
DEAUX, Gouverneur of the Banque Nationale de Belgique, M- 
GAUDET, Président of the Arbitration Court of the Internation- 
al Chamber of Commerce, and W. VAN GERVEN, Advocate 
General at the EC Court of Justice. 

Registration fee: 10.000 BF. 




















8), B . 1050. Brussels. Tel: 02/647. 07.40, ext 553. 












BUSINESS & PERSONAL _ 







ec SE LAIST E ESTES RAE ES LSE E 


"THERE* S ONLY ONE GIN 
FOR THE WELL-INFORMED. 














| “Lraycolts i 
es 16D vaycott Place Londen SH? 
Luvury Fl exveced. . Suites 


London: $ Amenca: 
07-997 6697 (373) 572 0706 Gy 


ala Hedac. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 
Call (01)434-0030 





quat PEERS UI MEUM ILI 


| Specialist Immigration firm, with 
qualified professional staff, pro- 












= Telex: 8954102 Far: 436 


vour first vears mortgage repavments* | 






















THE WOODLANDS | AVONLEY VILLAGE 
Manor Road, West Ham, El6. |  Avonley Road, New Cross, 
Studios, one, two and three | SEM. Studios, one and two 


bedroom apartments. bedroom apartments. 
Prices from Prices from 
£55,000 ~ £80,000. £55,000 -- £82,000. 
Tel: Helen Rowlands Tel: Linda Gaffarena 
on 01-511 2594, on 01-639 6897, 


See our superb showhouses furnished by 
MARKS & SPENCER 








MALMESBURY * Available with 5% deposit and subject to status. 
. TERRACE Ask at our sales offices for complete details. 
Bow, E3. 
One bedroom houses. ee LT | 
© Pricesfrom —— | ry WINNER OF TWO 
gque-me. | (IB 
“Tel: Jess Mann. — boast ap ee oae 1989 WHAT HOUSE? - 
on01-981 6231. — BARRATT AWARDS 


Barrar East London Limited, Warton House, 50 High Sweet, London ED ZNE. Telephone: 01-518 2337 {Mhr answering service) 





1215-217 Oxford St London WIR 1AH | 


UK IMMIGRATION 







vides complete. service for clients | 
| requiring UK resident visas, Further 


Tel: London 651 S 659 (41 " 





INTERNATIONAL PROPERTY ————0000 O 


| UP TO 40% OFF 


| & Soteers rentals. Daily maid service. 


| trail, hiking, evening entertainment and 


2ND PASSPORTIOR LICENCES. Any 
country, various. reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens buds Graece, 





FOR THE BEST DEAL IN THE AIR For 
First Class, Club Class/Concorde 
fares. Worldwide destinations. Contact 
Scenic Travel Ltd. Tel: 01-801 7471. 
01-808 2943. IATA/ABTA members. 





RARE. BONDS. FOR THE COLLEC- 
TOR. Decorative certificates for fram- 
ing. Send for our brochure: GKR Bonds 
Ltd, PO Box 1, Kelvedon, Essex COS 
9EH. Tel, 0376 71138. 


OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, T 

of Mt Royal, Quebec, Canada | 
3C7. 


j US REAL ESTATE 
JA CONSULTANT 


iin the US since 1979 will assist vou in 
| your US real estate ventures. We can give 
| you the edge with INFORMATION, 
Fiduciary and Consulting Services, Evalua- 
| tions, Analyses, Financing, joint Ventures, 
| Tax Planning, immigration, Workouts. 
SWISS CONSULTANT GROUP (USA) 
fax 001 813 254 0013 ior free brochure: 












LON D í 
Accto wMO DA 

scover the advantages of à kany 

serviced apartment over a hotel 
room — Send for details. . . 

SOUTH KENSINGTON APARTMENTS 
99, Queen's Gate, London SW7 5AB, 
Tet: 01-244 6966 Fax: 01-244 8214 















VACATION RENTALS - NCMTN^ 
| Herik aiar 





Use of inn & Club includes dining room, 
golf, tennis, lake, fishing, boating, fitness 


Children's program. Call 1-800-334-2551 
ot 1-704-743-2411. 











| Drac) from SWS BADER OF 
on ALETAATMEN o MONTRE LARS 
M LES DABLERETS, CRANS-MONTANA, CHÁTEAU- 

D'GXJGSTAAD, VERBIER, JURA, Thermal Centre in 
the fihóne Valley, etc. From SFr. 150000.— 60% credit, 
at 8.06 interest for 5-20 years. 


R EVAC of 


H 1202 GENEVA 














~ pL in America the jobless rate stood at 5.1% 





UTPUT, DEMAND AND JOBS West Germany's retail sales leapt by 4.8% in the year to January, 

from 0.9% in the year to December. Britain's shoppers started flocking to the stores again, 
" despite high interest rates: after rising by only 1.8% in the year to January, retail sales climbed by 
4.0% in the 12 months to February. Four countries released unemployment statistics for February: 


(down from 5.7% a year ago), in Canada it was 7.6% 
(7.8%), in Australia 6.7% (7.4%) and in Sweden 1.5% (1.6%). 











% change at annual rate 
industrial production GNP/GDP — — ^ 1 1 retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australa 4193 +42 w — * 12 +29 — 12. -ios 67 m — 74 
Belgium — + 38 35 o ^ na nma  - 3! 4 36 si 108 mo 120 
Canada -~ -07 +27 o +23 +340 +54 + 25 ver 76 te 78 — 
France — 04 +43 m +31 +300 3l! +03 my 102 m 102 
W. Germany + 20 +53 » +08 +274 4 38 4 4B 79 m 87 
Holland — 4 37 +09 æ +47 424m -81  - B4 ot 139 nn 140 
Haly ———-— £115 +60 w +61 +390 170 453 164 m 152 
Japan — 132 +92 m Ot 91  * 56 5 467 475m 23 m 27 
Spain - 20 +26 w ma ma +165 (03109 ot 181 em — 201 — 
Sweden — -197  — 11 m è — 69 +05% ee ee w 15 m — 16 
Switzerland +116 — 1 57 c — * 4 + 2B w + 52 + 23 wi OP m O7. 
E" — 10 +15 w +04 +330 —09 440 fo 70 m —— 89 
A * 50 +50 m 420 +270 #4+69 $ 4i m  B51!t1 ^ 57 


NANA rame ri Sa tA he he e rm a a An I ee Ne d t S a aa aga i erre aUas Pe IMS LATCH. 


HH MIDI DIIS rre ir rrt i ea i Ma ae N P ie e e Hg Heer rn a A Ta A S tte I T SAHEN a a ta a a PA MA 


PRICES AND WAGES Japan's wholesale prices rose 0.196 in the year to February—the first year- 





on-year rise for 16 months. Britain's wholesale prices climbed 5.296 in the 12 months to February. 
Italy's consumer-price inflation rate rose to 6.1% in February; Holland's fell to just 0.9%. Japanese 
workers saw their pay rise by 3.1% in the year to January—after inflation, a real increase of 2.0%. 
In the same period West German wages climbed 3.8%—a real rise of 1.2%. 











% change at annual rate | | | 
consumer prices" wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year — 3 mthst 3 year 
Australia — 0 86 677 e —— 4 70 — * 69 w ——  *37 X 59 w 
Belgium — ^. Ie. EO M Ae o c. dB. — 422 m. 
Canada — — Rt 43 m — ^ 4 F30  — 29 Lll 2 *49 90 — 
France — — 1245. t 93 9— —— t99 +220 — — t 36 34 — — 
W.Germany— * 53 t 28 m ^, t35 T29 m ^ tii  ^t938. N 
Holland — 61, t 09 te —  — * 27. t 34 tw —— 05 — 09 x 
Haly — 0 0 0078. BT ED * 59 AB * 54 oe 
Japan — —— — —03 — * 1| — — —01 — * 015 — 456 *31m 
. Spain — t50 2182 0) X45  4)39,/« ^ 4—s—t*82 700 O O 
| Sweden — 1.60 + 68  .—.— +83 .— t 84 m — +92 +89 m" 
Switzerland +33  —t23 t54 + 47 - 0 7 +20 — *320* — 
UK 1 OO * 75 « — t 51. * 52m 4132 * 88 mx 
A nucum Ad. td de onc E46 o otaa e a, Sk .— 


&arnings; UK, monthly earnings for all employees. 


M PETROL PRICES Traffic jams are not the 
only reason to avoid Tokyo's roads. Hefty 
taxes make Japanese petrol, at $4.10 an 
American gallon, virtually the dearest in the 
world, according to Runzheimer Internation- 
al. Italian petrol, at $3.80 a gallon, is no 
bargain, while in France it costs $3.26 a 
.| gallon. Russia may sit on 7% of the world's 
| oil, but Moscow’s petrol is still a costly $2.68 
| agallon. Latin Americans and Africans get 
| the cheapest fill-ups. A subsidised gallon 
| costs just 14 cents in Caracas, 30 cents in 
Lagos—-both below the current 43-cents-a- 
gallon cost of crude oil. In Bogota and 
. Mexico City a gallon costs less than a dollar, 
too. In rích countries, Americans get the best 
.| deal.in New York a gallon costs just $1.12, 
| half the price paid by more heavily taxed 
European motorists. 
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urly wage rates in manufacturing except Australia, weekly earnings: Japan, and Switzerland, monthiy earnings, Belgium, Canada, Sweden and USA, hourly 





| COMMODITY PRICE INDE: 
Given good weather, worl 
grain output could rise b 
150m tonnes this year to 1.41 billion tonnes, 
according to a forecast by the Food and 
Agriculture Organisation. Wheat production 
is expected to reach a record 550m 
tonnes—40m more than in 1988. There has 
been increased planting in most big produc- 
ers: winter-wheat sowing in the United 
States was up by 12?6. Output of coarse 
grains could be 110m tonnes higher at 860m 
tonnes. Most of the rise will be in developed - 
countries, but will be insufficient to replenish - 
world food-reserves. Total grain stocks at. 
the end of the current season are expected 
to fall by 28% to 288m tonnes—the lowest 
since 1980-81. 


The. 
Economist 




























1985=100 % change on 
Mar? — Mari4i one One: 
PROB eee a RIE month — year - 
Dollar index a 
Alt items — 1544 — 1515 +21 +108 
Food — 1182 1192 82 4157 
ndustrials 
AH 190.4 1837 — 02 + 78. 
Matt 137.2 13986 +15 — 38 
.Metais ^ ^ 2281 - US. 2 149 ~ 02 +144 
Sterling index 
Al items — 1149 1124 +46 4190 
Food BO 884 ^ 78 4242 
industrials i 
2. Eu c MES od 136.3 4027 +159 
Natt — 11023 1035 — t 40 + 33 
Metals ^ 1698 ^ 1504 +21 +228 
SDR index 
Ali items _ 419.6 11778  -* 29 +172 
Food TG 926 +680 4223. 
industrials 
AT 1475. 1428. * 10. 141. 
Natt —  .1063 — 1085 — € 23 - 17 
Metals ^ 1767 — 1671 — * 04 +209- 
Gold : 
$peroz — ^ 39125 ME. 395 450 + 25  —106 
Crude oil North Sea Brent " 
$ per barrel — — 1808 ^ 1803 +123 +257 
t Provisional ft Non-food agriculturals 





























































ootnotes applicabie to all tables. Ali figures seasonally adjusted except ° not seas. adj. 1 Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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. m STOCKMARKET TURNOVER. Thanks to 
the October 1987 crash, the value of shares 
traded on the big stockmarkets fell as a 











WORLD BOURSES Share prices edged down in Tokyo but crept up in New York. London looked for 
(and was granted) a cautious budget; it climbed 2.0% during the week. Paris fell 0.9%, but has 
risen by 49.6% in the past 12 months—a performance beaten only by Johannesburg. 











- percentage of their market capitalisation (ie, | Stock price indices | % Change on Mu 
. the total value of companies listed) between Mar 14 1988/89 on one record 34/12/87 ——— 
1987 and 1988. Tokyo was the. exception: high low week year high REC) i 
measured in this way, its turnover remained | asrasa 14344 — 3188:8  W77  - 08  * 98  -352 138 278 
stable. Consolation: on most big bourses | Beigum — 56997 58340 30084 — 08 +177 <23 3560 9260 — 
1988's turnover, relative to capitalisation, Canada ^ ^ 36:48. 38081 — 290/78 — 401 + 98  -i119 147 — 4248 — 
was higher than the average for the previous | France — 4408 - — 4841  — 2813 —09 tage  -—43 570 33932 
ten years. It was a little lower in Milan, W.Germany 16642 17056 — 12079 —— O41 t 481 -270 — 4280 +85 — 
Toronto and Stockholm, and only a bit higher | Holland ^ ^ 1808" —— 1808 — (1274  * 07 — $234 -968 tUe 178. 
in London. But turnover in Frankfurt last year | Hongkong 30348 32100 2298 . 15 . * 15, _ 782 3B oo a 
. was twice the average for the previous Eb. — 981 . 850. — $6009. 1 o oe NU ENS UE 
| decade. Turnover has also climbed signifi- Jpn —. — o4 00 I oun 0r. qe o ce ULL 
cantly in Tokyo and New York. in 1988 these Singapore — 11670 — 1179 8396 — 131 +26 105 A ci 
her South Africa 2319.0 2343.0 1387.0 + 07 + 552 — 10 +60.7 423.11 
three bourses saw the greatest turnover of Spain 2807 3016 22655 r31 4 52 m57 iae ^ 4151 
all those in the chart, though the Frankfurt | Sweden ^ 38899 38899 21485 4 20 4 412 nl +792 ^ 1628 
-figures are overstated: they double-count | Switzerland — 6474 — . ^ 6521 ^ 4866 t 01  -* 9219  -113 4365 +95 
trades between market makers. UK — 21254 21254 16945 +20 + 155 — —130 241 — *142 
P usA 2353 2471 1891 07 tie — —153 +180 H0 





MONEY AND INTEREST RATES Bond yields fell in West Germany but rose in Japan and America. 
In the year to February Canada's narrow money grew by 4.0?6, its broad money by 11.0%. West 
Germany's narrow money rose by 11.6% in the year to January; its broad money grew by 6.996. 















Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields  Eurocurrency 

Narrow — Broadi Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 

[M1] ~ lending 3months -long-term — —  3months 
Australia +145 +20.3 æ  1625** 1692*' — 18.00** 16.60** 1355*' 1455** 1713 — 1791 - 
Belgium + 12 +66 0 813 830 1025 795 856 851 831 817 
Canada + 40 — 4110 re 1138 1210 1275 1210 ^ 1041 Ras 1200 11.75 
France 4 43 — - 70 o. 8139 900 960 93! 899 948 9.00 953 
W.Germany+11.6 + 6.9 wm 595 660 ^ 700 601 685 685 650 683 
Holland + 61 +131 o. 5.75 683 875 63 713 733 688 738 
Haly +80 +88 se — 1325 1375 1300 ^ na 1170 — 1153 —— 1225 11.19 
Japan + 90 100 » 388 420 338 176 528 487 4.75 520 
Spain 7243 +110 om 1396 1529 1850 750 1292 1425 — 1163 — na 
Sweden na + 53 o 1075 1165 1200 1145 1112 1178 1113 11.09 
Switzerland 38 + 57 e 500 569 650 ^ 500 481** — 541" 5.63 — 500 
UK X121. 4217 1275 1300 1400 1300 ^ 941 1075 — (3294 1170 
USA +37 4 59 m 981 990 1150 10.06 915 986 1000 10.05 


Other key rates in London 3-mth Treasury Bilis 12. 
rates (Libor): 3 mths 10.196, 6 mths 10.4%. 


TRADE, EXCHANGE RATES AND RESERVES West Germany's visible-trade surplus climbed to $74.2 billion in the 12 months to January; a year 
earlier its cumulative 12-month surplus stood at $67.1 billion. America's visible deficit was $119.4 billion in the year to January, down from $148.6 





billion a year earlier but a jot higher than in the year to December. The dollar's trade-weighted value is now 5.396 higher than a year ago. During the 
week the trade-weighted D-mark fell 0.2%, while the yen lost 0.6%; sterling and the dollar both edged up by 0.3%. 





















trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
| account exchange rate $bn 
latest latest 12 balance $bn 
m" month months , latest i2mths — — latest yearago —— latest year ago per £ — per SDR per ecu Jan — yearago 
Australia — 023 m | — 19 - 112 Jm na na 128 137 212 181 — 137 35 86. 
Belgium — 002 se  — 10 + 39 m 1058 1081 389 348 672 510 436 - 89 95 - 
Canada + 030m» + 71 —- 9.2 & 101.8 95.1 3448 1.26 — 207 157 134 158 87 
France — 045 m ~ 58 2. 255 993 108 $63 5.66 109. 826 705 254" 931 — 
W.Germany + 741 m + 742 + 515 san 1128 1162 186 167 321 244 2.08 549 764 
Holland + 040 on + 29  * 45 m 1100 — 1131 2.10 1.87 363 275 235 155 150 
italy — “= 048 wy — — 100 - 39a 973 98.9 1364 1234 2357 1787 1527. 353 307 
Japan + 917 un + 948 + 78.6 san 149.3 144.8 130 127 224 169 145 97.3 82.9 
Spain — 160 m  — 204 — 40 Jm 103.9 991] 116 112 199 151 129 374 — 207 —— 
Sweden 4 016 sn + 43 — 22 de 95.4 94.7 6.37 5.93 11.0 833 712 81 8.0 
Switzerland — — 064 sm ~ 58 + 64m 1078 ^ 1147 1.59 1.38 275 208 178 208 27.4 
UK. — 3.72 a  — 376 — 20.7 m 96.1 962 0.58 0,54 V Re. TB 0.65 480 393 
USA = B49 d - —1194 —135.1 o 67.7 64.3 = o - 373 131. 142. 37.1 31.9 
fAusralia, France, Carada, Japan, UK and USA imports fob, exports fob. All others cif/fob. + Bank of England index 1985 = 100 New series. tF Excluding gold. "Dec. z 
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"Isn't that fantastic? I just said, 
v ‘Give me London’, and here it is. 














some people never cease to be surprised at all the things that are possible. And these 











days, there are some really astounding possibilities in the field of communications. Even 











across borders and time zones. If you want to improve your communication with. 











i | Germany, have a word with the Deutsche Bundespost. They have the most up-to-date 





know-how, nationwide networks and advanced communications services available. 








hether it's Text or Data Communication, Videoconference, ISDN or optical fibre tech- 





nology, today and in the future the Deutsche Bundespost is the right partner for com- 
panies dependent on communication across boundaries. For further information please 


contact: Deutsche Bundespost, P.O. Box 1190, D-6600 Saarbrücken, Federal Republic 








of Germany. Telephone +4 496151834641. We're removing old barriers to cooperation. 
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Deutsche Bundespost 












Hong Kong 
india 


See Minolta copiers at: 
Bangladesh Brothers international Lid. National Scouts Bhaban, Inner Circular Road, Kakrait Dhaka, 


GPO Box 767 Phone: 400042, 404929 

Minoita Hong Kong Ltd. Room 208, Z/F. Eastern Centre 1065 King's Road, Quarry Bay 
Phone: 5-658181 

Methodex infres Ud. 8-1/F-] Mohan Cooperative industrial Estate Mathuro Road, 

New Delhi HO 044 Phone: 636043 





Pakistan 


Philippines 
Singapore 

















The new Minolta EP490Z plain paper 
copier gives you many other productive 
and creative features, inciuding Quadrupte 
Zooming Power, Automatic Duplex and 
Overlay Copying, Standard Three Cassettes, 
Optional Triple Paper Stacker for 6-Way 
Paper Feeding. 20-Bin Sorter and Interac- 
tive Keying. 


Allied Equipment Lid. First Floor, Nelson Chambers, 11 Chundrigar Road, 
GPO Box 680, Karachi. Phone: 219338, 210146 

Toprosinc. Topros Bldg, Banawe Cor. Atok Sts. Quezon City, Metro Manila 
Phone: 732-M-21, 71HLH3, 717-4145, 71-41-83, 71-85, 71-487, 71-41-89 
Minolta Singapore (PTE) Lid. 10, Tebon Gardens Crescent, Singapore 2260 
Phone: 563-5533 








Think of Minoltas 


new Simul 


like this. 


The new Minolta EP490Z gives you 
two-color copying that's as fast and easy 
as regular copying. 

Think of it. A copier that makes two-color 
copies in one quick scan. It's now a reality for 
your business with the new Minolta EPA90Z's 
Simul-Color function. 

Simul-Color makes two-color copies in 3 
fast, easy steps. Simply set the Color Lever, then 
press the Simul-Color Key and the Print Key. The 
result is a perfect copy in black plus another 
Color: red, blue, sepia or green. 


50 now you can say goodbye to ordinary 
color copying. No more waiting for two scans. 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up. 

That's because the Minolta EP490Z makes 
high-quality two-color copies just as fast as it 
makes regular black copies, at a quick rate of 30 
copies per minute. 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It's the 
world’s first practical color copier. 


MINOLTA CAMERA CO, LTD. Reprographic Product Operations 3-13. 2-Chome, Azuchi-Machi, Chuo-Ku, Osaka 541, Japan 








Taiwan santa Office Machines Corp. 10th Fi, No. 120, Sec. 2, Chien-Kuo North Road. Taipei 10433 
Phone: (025 505-0013 
^ Thaltand Bangkok Business Equipment Automation Co. Ltd. 199/82-84 Vipawadee Rangsit Road, (At 
ERR Suthisam Fly-Over), Bangkok 10400 Phone: 27-0213 (5 lines) 
Australia Océ-Australia itd. PO. Box 196, 89 Tulip St, Cheltenham, Meib 3192 Phone: 09-584-101! 


New Zeolond Viko Holdings Ud. 33 Broadway, Newmarket, PO. Box 220, Auckland! Phone 03-505-449 











-Color copying 








Ihe GLENFIDDICH quide TO THE SEVEN DEADLY SINS. 





LUpT 


GLENFIDDICH. Pure Malt. 


SKITTISH MARKETS EN 
Ihe JAPAN'S POLITE UNIONS , v «sce 


i RUSSIA VOTES  k— 
Economis t METAMORPHOSIS LE 


A survey of international banking 


TAM LE 
7148610267 4 








1980 Califomia Dep ártment of Commerce: AT rights reserved é 













LA 











Ai LIPS, Our People Dont lust Take Your International Parcels 
They Take Responsibility For Them 





One By One 


You international parcel or document will never leave our control 


Wherever in the newly extended UPS network it may be going 
Everyone involved in your delivery is a vital part of the international UPS system 
Long betore a UPS partner or authorized representative is allowed to satisfy vou 
he must first satisfy us And eighty years spent becoming the biggest delivery service 
in the USA have made us very hard to please Europe. the Pacific; Australia, North America 
Hidden in a maze of backstreets or miles from anywhere It its within our network 
well not only get your package there, we'll tell vou when it will arrive 
And that includes to 600 million addresses in mainland China 
At times our passion tor efficiency may seem extreme 
But we see little merit in being the biggest unless vou get there by being the best 
I hats why everyone at UPS is dedicated to a single task 


Earning vour trust. One delivery at a time 


= 


United Parcel Service 


As sure as taking it there yourself. 


For further information call Australia: Rohlij Australia Pty Ltd * Tel 662-4099 Brunei: lavapuri (B? Sdn Bhd * Tel (673-2) 20119/23664 China Peoples Republic of China National 
Foreign Trade Transportation Corp * Tel 831-2928 831-3181 Hong Kong: UPS: Tel 3-345402 Indonesia. PT Global Putra Indonesia* Tel. 351424. 3805702. 343946. 256314 Japan UPS 
Yamato Express Service Co , Ltd * Tel Ichikawa (0473) 27-6121 Korea. Korea Ltd Airiresght* Tel (02) 693-4419. (02) 690-2488 Macau: United Parcel Service + Tel 3-345 102 Malaysia 
United Parcel Service * Tel 03:255.2566 New Zealand. FLI CARGON Z | Ltd * Tel (09) 275.4009 Papua New Guinea: RLC Robert Laurie Co Pry Ltd « Tel 675 251511 Philippines 
DelBros, Inc * Tel 472241 Singapore: UPS * Tel 289.1111 Taiwan: UPS * Tel 7170580 Thailand. LIPS * Tel 511-4881 

®© Trademark and service mark of United Parcel Service of America Inc. of USA 
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4| The latest cure-all for economic decline 
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am and Rushdie 
Watching the West's reac- 


one gets the impression that 
ear holocaust is about to 
nleashed. 

simple fact is that a writer 
itten a book that is vile, vi- 


[3 


isi Islam. and its Prophet. 


POM NE this; act is in- 


ha a course of action. 


| religion who number dose 
1 billion people. 

ou stated (February 25th) 
t Christianity in Britain is 
rotected by laws against blas- 
emy: "Even the speakers in 





































to the Salmon Rushdie af- 


licious and. slanderous | 


ged spiritual leader of ` 
: sued an edict against the - 


id; ries not t jus- 


Hyde Park are forbidden to 
touch on certain subjects. Your 
government sought in vain to 
suppress “Spycatcher”. 

The moral is, there are numer- 
ous restrictions on freedom of 
expression, a concept that does 
not exist in absolute terms. It is 


. tempered in reality and is subject 


to various restraints. If Mr 
Rushdie maligned Islam and 
Ayatollah Khomeini erred in his 
judgment, this does not justify 
the orgy of hysteria and incite- 


ment against Islam and all things 


Muslim. 
Amman, 
Jordan 


KASIM GHAZZAWI 


l fan — Str——In an age when it is gener- 
reotypes us 1 icem had . 
ended with the Crusades: The | 


ally accepted that the right of 
freedom of speech should not 
embrace the right to incite preju- 
dice regarding ethnic origins, is 
it not equally reasonable that 
premeditated insults to deeply 
held religious beliefs should also 
be viewed as unacceptable? Or 
are we so convinced of our ag- 
nostic values that mere religious 
belief is to be fair game for what- 
ever slurs the pursuit of Mam- 
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tot allow | total freec 
speech, but the Muslim world, 


and others who do not subscribe 


to the inevitability of equating 
"developed" and “temporal”, 
may well find the principles for 


what we do not allow increas- 


ingly perplexing. 
PETER WHEELER 


Si&—How refreshing it was to 
open the pages of The Ecoriomist 
and find your leader, “The au- 
thor and the Ayatolla h” (Febru- 


ary 18th). I too am outraged by 


the lack of standing firm a gainst - 


a fanatic. We must all be pre- 
pared to stand up for our beliefs, 
for freedom of speech and for 
the freedom of the press. 
Yorktown Heights, 
New York 


SiR— [Ihe hypothesis that ls 
lamic intolerance is due to its be- 
ing a relatively young religion 
will not hold water. It is well 
known that in Muslim Spain, 
roughly between the eighth and 
eleventh centuries, Muslims 
showed reasonable tolerance to- 
wards their Jewish and Christian 
subjects. 


 Present-day fanaticism is, I- 


think, due to strong feelings of 
inferiority towards the West, on 
the part of fundamentalist Mus- 
lims whose doctrines, as you 
point out, are far too narrow for 
the development of a prosper- 
ous, well-informed society. 

Las Palmas, 

Canary Islands Jutta HAGENBACH 





Sir—TI was surprised to read in 


"Off the shelf" (February 25th) 


that Viking in Britain “is said to 
be miserably worried” about my 


new novel because it contains a 
character who reads the Koran 


and does not think much of it. 
Their alleged worry is news to 
me and appears to be news to 
them. The references in my 
novel are not offensive, though 
it is true that my character de- 


cides he prefers the New Testa- 


ment, as | believe he is still enti- 
tled to do. This is a non-story, 
and the last thing I want to do is 
to add to Viking's real worries. 
May I take this opportunity of 
emphasising my admiration for 
"The Satanic Verses" and for 
the integrity of its publishers. 
Quite apart from the more 
widely recognised principle of 


free speech, it is a fine novel of 


(6 : Published. weekly (except ‘for a combined issue the last week in December and the first week in January} by The Economist Newspi 
deliverable mail to Times Printers Sdn, Bhd, Times Jurong, 2 Jurong Port Road, Singapore 
Ltd., Depreseninhya NUM 2 Rid Port Road. s 
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fact which ae seems to get 
lost in all the irresponsible gos- 
sip and newsmongering. Would 
that people would read the book 
instead of trying to fill up col- 
umn inches about it. 

London | ^ MARGARET DRABBLE 


Official secrets 


SiR— Your leader of March 11th 
does the official secrets bill an in- 
justice. The categories of in- 
formation the bill seeks to pro- 
tect by the criminal law are fewer 
than any other government in 
this country has ever before pro- 
posed—and fewer than those 
proposed by the Franks report 
in 1972. Nor has any other goy- 


ernment proposed specific ha 


tests which it would be for t 


jury alone to decide. 


Most people recognise that, as 
well as defence and security mat- 
ters, international relations can- 
not be conducted unless the 


British government can protect 


information whose disclosure 
would endanger our interests 
abroad and the lives-of our citi- 
zens abroad. Our proposals. for 
international relations go no 
wider than this, and they require 
the prosecution to prove: its case. 
Their effect is considerably: to 





narrow the scope of the. present. 


law. 

Our proposals for members of 
the security and intelligence ser- 
vices essentially continue the ef- 
fect of the present law. It is not 
possible for those services to 
work effectively in the nation's 
interests if there is any equivé 
tion about the damage wha. 
can be done by members or for- 
mer members of those services 


. who make unauthorised disclo- 


sures about their work. Those 
who have anxieties about their 
work, or their former work, can 
now take them to a staff counsel- 
lor who is not a member of the 
services and. who. can, if neces- 
sary, report to the secretary of 
state and the prime minister. 

Of course, we recognise the 


problem of the worried civil ser- 


vant. But we cannot build a new. 
law solely to deal with his or her 
position. There is a balance to be 
struck between the need to pro- 
vide an avenue for the worried 
civil servant, and the proper pro- 
tection of the nation’s secrets. 
The introduction of a general 
public-interest. defence | unac- 








_ceptably tilts that balance. It 





The MIT Program for Senior 
Executives 


A nine-week general management 
program, suitable for a broad range of 
top-level general or senior functional 
managers from a wide variety of 
backgrounds. 





An interdisci iplinary study of manage- 
ment and the economic, social, and 
technological environment of the 
organization. The Program addresses 
n major current concerns of senior man- 
 agement, including global competition, 
human resource management, and 
information systems technology. 


. Offered twice yearly, from March to May, 
and from September to November. 








The Alfred P. Sloan Fellows 
Program 


A twelve-month program leading to 
the degree of Master of Science in 
Management, designed to broaden 
and develop outstanding but typically 
specialized mid-career executives for 
more general and senior management 
responsibilities in the future. 


Applicants should be in the middle-to- 
upper-middie management or staff 
positions with approximately ten to 
twelve years' experience. 


Applicants are nominated and spon- 
sored by private and public sector 
organizations, selected by MIT, and 
appointed Alfred P. Sloan Fellows. 















The MIT Management of Technology 
Program 





A twelve-month program leadi ing to the 
degree of Master of Science i inthe = ` 
management of technological 
innovation or manufacturing systems. 
offered jointly by the MIT Schools of 
Engineering and Management, for 
women and men and engineering or- 
science backgrounds, and five to ten 
years technical work experience. 





Short summer programs in functior 
areas are also available. 


Executive Education Progams __ 
MIT School of Management, E52-126 
Cambridge, Massachusetts 02139 - 
Telephone: 617-253 7166 
Fax: 617-258 6002 






























































| 2 rer scald biliade 


| JOHN PATTEN 
The Home Office 


pees sen are d door 500, 000 
yrs from the tragedy. ‘and 





as 


ead. oo 
he survivors may not 
m this much. The relatives 
pave to be dus a 





ists in. Tha füve agerar the 
racine asa sell-out, 


stent from- Souk: Africa 
(Tokyo thrives on disinvest- 


search Centre (RRC) of Wash- 
ngton, DC, had been set up "in 
d-1987" and that it had 
iles" that ask investors not to 
ld the shares of companies in- 
ved in South Africa. You said 
nese "rules" did not apply to 
tock in Japanese companies, 
nd that because big investment 
inds were following the IRRC 
“rules”, the "rules" could "give 
orld stockmarkets quite a tilt in 
favour of Japan." 


actually established in 1972. 
Since then, it has impartially and 
objectively reported on a wide 
variety of business and policy is- 
‘sues that affect corporations and 
investors. ‘ 
"rules" 


without any editorialisation, in- 
formation on various invest 
ment issues, including anti-take- 






would "IM a clear RN thar civil - 
ene could make rond " 
N . Shareholder rights around the 
— world, energy development, and 


| tO > decide whether a public- - 


average compensation works | 
-at around 14,000 rupees (not ` 
as you state), which is. 
bout four times India’ s 


t the Investor Responsibility = 


This was wrong. The IRRC was: 


The irc has no 
that govern where or - 
how investors should or should. 
‘not invest. Rather, it provides, | 





over measures, the MacBride 
principles, military contracting, 


overseas activities of multina- 
tionals. The nearly 400 institu- 
tional investors that subscribe to 
the IRRC's services use this unbi- 
ased information according to 
their individual rules or 
purposes. 


Through its South Africa Re- 


view Service, the IRRC reports on. 


the political, economic and so- 
cial context in which companies 
do business in South Africa. It 
also publishes yearly directories 
that detail the involvement in 
South Africa of companies in 


most countries of the world, 


including Japan, whether such 


involvement is through direct 


investment or through non-eq- 


. uity ties such as licensing or tech- 
nology agreements. Finally, it 


must be noted that even if big in- 


vestment funds did sell their 


stocks in companies involved in 
South Africa any "tilt in favour 


-of Japan" would be so insignifi- 


cant that it simply could not be 
measured. 


MARGARET CARROLL. 
Washington, DC IRRC 
Ji 
Gorbamaniacs 


Sin—You present Mr Gorba- 

— €hev (March 11th) as an embat- 
-tled reformer and Mr Ligachev 

as the reverse. Yet Mr Ligachev 
also deplores "stereotypes" and- 


it was Mr Gorbachev, not Mr 


 Ligachev, who trounced the Es- 


tonians for daring to turn some 
of their farms over to private en- 
terprise and to reintroduce the 
rights of inheritance. 

What The Economist and other 
Gorbamaniacs refuse to recog- 
nise is that the present Soviet 


leader is a blinkered product of 


the party machine and has al- 
ways been an undeviating com- 
munist, in the sense that he be- 


lieves in collective ownership 


and one-party rule. His eco- 
nomic initiatives have been self- 


contradictory and, particularly 
in agriculture where he claims 


expertise, have often made 
things worse. 

Mr Gorbachev is sufficiently 
realistic to recognise that things 


have to change and that glasnost 


is necessary to win over the ac- 


tive co-operation of that limited 
section of the professional 
classes, who can be relied on to 
back the party. In return these 
people are demanding, and get- 








.SiR— Your article : 
rope cuts free” (January 28th) o 








slasnet at “all eth dud 


sians who agree with us that the : 
system itself is inherently cor- - 


rupt and unproductive. 


To keep going, the Soviet sys- ' 
tem has always had to rely on co- 
ercion and deception. But previ-. 


ous leaders have rarely been able 


to count on such unstinted po- 


litical acclaim as Mr Gorbachev 


is now enjoying from what he 


calls the exploitative capitalist 
world. 


London Nora BELOFF 





Eastern Europe 


- predominately or exclusively ho- 
 mosexual Conservatively, that 


12m and: 24m. 


"Essi Eu: | | 


d pia ce. the number of gay 
s- somewhere between 





. STEPHEN MILLER 
ay and Lesbian Alliance 


New York Against Defamation 


Off target 


Sin— Your article on commercial 
shooting in Britain (February 
4th) should have highlighted an 
important aspect. Much of the 
benefit passes. on to the local 






r iris Neige on the estates 
whose sporting rights | manage, 
f fulittme. Ne gut are em- 


struck a chord. Last summer I- m 1 
entertained here in London two - : a J 


young Polish friends and ar- - 


ranged to travel back to Poland 
with them for their wedding. 
My plan to take them with me 


by car proved: impossible. West 


Germany required six to eight 
weeks for a transit visa, Belgium 


only a little less; and. France- 
would not provide transit visas: 
The fees demanded: were - 
considerable. A more grudging ` 
-example of West European hös- 

pitality would have been hard to- 

find. And yet I was able to get a E 
- transit visa for East Germar 


at all. 





the border, for a mere DM 5 fe | 


Here, surely, is ah area where 


Western Europe could open it- - 
self up to the East a bit more gen- 


erously. Freedom of travel for 
East Europeàns who have a valid 
visa for one EEC country would 
be a valuable contribution to the 
spirit of 1992 as well as one of 


glasnost and perestroika. 


London STEPHEN LOCKE 





Counting gays 


Sin—How astounding is your as- 
sertion in a recent AIDS story 
(February 18th) that the "most 
widely accepted” figure for the 
number of American homosex- 
uals is 2.5m. Qver half a million 
gays and lesbians took part. in 
the October 1987 national 
march on Washington for les- 
bian and gay rights. That would 


be nearly a quarter of all gay 
Americans according to your. 


calculation—a highly unlikely 
supposition. 


The most highly regarded esti- | 


mates are that between 596 and 


10% of the adult population are - 


ets Ad pond 





And there is. a ‘spinal to 
many associated trades—hote- 
liers, garages, cartridge suppliers, 
game farms, game feeds. Many 







customers for the big shoots are 
from overseas; this 
helps the r ( À 
: cially in winter when “receipts 


foreign cash 


from. tourism are low. 
Joi iati d 
Yorkshire 


c. QI EGERTON 





B Liddell Hart's indiscretion 


Sr—While one can sympathise 


with your reviewer’ s criticism of 
Liddell Hart's “indiscreet” ap- 


-proach to war (March 4th), I fear 


he is referring to the somewhat 


better known "indi 
approach". 
London — "S ANDREW ETT 


n"————""7——————————————— 


Phe 
mroonomste 
‘PUBLICATIONS 
Special Report No. 1168 . 
The UK as a Tax Haven 1989 
A Guide to Tax Planning Opportunities 
The UK has one of the world's most favourable 


tax and financial regimes. Making this 
generous system of tax relief and financial 


. benefits work for you can be simpler than you 


_ think. Written for the non-tax specialist and. 
updated after the 1989 budget, this strategic 
guide to tax avoidance and government 
assistance explains the UK's unique status, 
giving 50 ways to cut corporate bills. it also 

| lists 26 ways the Revenue catches individual 
or corporate tax evaders. 


Price including postage: UK & Europe £95; 


| North America USE175; Rest of World £98. 


The Economist Publications Limited 
Marketing Department (EDTL) 


40 Rockefeller Plaza, 
New York, NY 10020, USA 
M 12) 541 5730 


45 Duke Street 
London Wik TOW, UK 
. Tel: 01-499 2278 



















| An . dno Comparative Politics (Development 


as been created at the University of Bergen. 


This - liair is to cover research end teaching in 
‘Comparative Studies in developing countries and 
development processes. - 


Gross salary amounts to NOK269,642 per annum, 
from which must be deducted NOK5,104 per annum 


for the : superannuation fund contributions. 


The successful applicant. will be expected, without 
increase in emoluments, to adhere to any alterations 
made as a result of legislation or with the approval of 
the King in Council with the Storting regarding 
subject area, PUBCHBOHHABUR: scheme and retirement 
age. 


Applicants should submit five. copies of research 
works — published or unpublished — which they wish 


and six copies of a list of all their works along with 
information about where these have been published. 





| Bergen no later than one month after the closing date 
-for applications. Subject to notification along with the 





7 [- submission of other works, as yet uncompleted re- 
search works may be submitted up to three months 


after the closing date for applications. 





: made: to “The rules of procedure for the 
appointment of professors to the niveraty of 
Bergen". 


| A description of the position may be obtained upon 
| application to the Secretary, School of Social Sci- 
| ences, University of Bergen, PO Box 25, N-5027 


| Bergen-Universitetet, Norway. 









E Applications with curriculum vitae and information 
-about academic qualifications and previous experi- 
- | ence, as well as certificates and a list of works to be 
^] considered, should be addressed to HM The King, and 

sent to the above address before 20 May 1989. — 









Teaching language e guive: One of the Scandinavian 
guages or English. | : 





to be considered i in connection with their application, - 


_ The research works should be sent to the University of _ 



























INSEAD | 


the international business oe seeksa. a 


REGIO) N, 


INSEAD is the largest international business - 
school in Europe. Contributing to its international - 
character are faculty of more than 20 nationalities and - 
participants from more than 30 countries. This year - 
INSEAD has accepted 420 graduates for its MBA- 
programme and will be conducting executive devel- 
opment programmes for more than 4000 senior - 
business people from around the world. On the 
INSEAD campus is the Euro-Asia Centre, established 
to increase knowledge and enhance understanding 
between Japanese, Asian and European business 
communities. 


RU 
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To further: develop relations with Japan, a 
Regional Director is required, to be based on the > 
INSEAD campus in Fontainebleau, 60 kms south of E 
Paris in France, but travelling to Japan frequently. | 


Candidates should preferably be EuropeanorU.S. — 
nationals with a good working knowledge of. the E i 
Japanese language or Japanese nationals with fluent —— 
English. The person selected will have the presence 
and personality to act as an ambassador for INSEAD 
to upper-middle and senior Japanese management in 
major corporations, to understand and interpret the 
needs of Japanese businesses and to relate these to the 
activities of INSEAD and the Euro-Asia Centre. 


Applicants should send a complete C.V. indicat- 
ing current salary levels and including a recent — 
photograph. Applications should be addressed to — 
Gabriel Hawawini, Associate Dean, The Euro-Asia 
Centre, Boulevard de Constance, 77309 Fontainebleau, l 
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.. This, the first Oxford International Strategy 
. Colloquium, will review "The New Business 
- Environment of the '90s". As the '80s decade 


Ey -enters its last year, now is the time to ee 


E they world of the '90s. 


i TOISC is designed to bring together senior — 
managers of multinationals with academic and 
other professional observers to assess and to 
discuss the "state of the art" in managing 
companies who operate globally. 





The objective of this Colloquium is to explore and | 


. analyse key issues which face major companies 


7 Ge as dic continue to shape their international 


D dé; Speakers for the 1989 Colloquium include: 


-` Hugh Dickinson, Vice President, Booz Allen and 
. Hamilton 


an . Mike Dowdail, World Co Ordinator - Detergents, 


_ Unilever pic ! 
` Michael Kaser, Professorial Fellow of St 
Antony's College, Oxford, and Associate Fellow 
Templeton College 
Ikujiro Nonaka, Institute of Business Research, 
Tokyo 
Robin Pedler, Director, Mars Europe 


Amongst the topics for debate are: 


e Opportunities in the '90s 

e Atlantic Relations in 1992 

e Global Marketing - Fact and/or Fiction? 

e The Role of the Pacific Rim in a Global 
Economy 

e Dealing with Comecon 

e The World of Alliances and Mergers 

e Technology for Strategic Advantage 

e A Public Affairs Policy for the '90s 


This Colloquium is the first in an annual series at 
Templeton College and is intended to provide a 
forum of debate on matters of international 
importance in the world of business. Attendance 
will be limited with no media reporting. For 
further information, contact the Colloquium. 
Director, Dr John McGee. 


Fee: £700 + VAT- Residential 

Applications to Wendy Jenkinson 

Telephone: (0865) 735422 

g Telex 83147 attn TEMCOL 
E Fax: . . : (0865) 736374 


Oxted oxi SNY mE 








Strategy | olloquium 3-4 May 1989. 




























Views From The Top 
E The 4th Annual Programme 


-A five day programme for board level - 
executives. 15- 1 9 May d 1989, £1,950 


i oade Business School fae an aaa reputation . 


for the analytical and strategic skills of its faculty. Link 
these to the practical insights of keynote speakers from 


‘industry and you have Views From The Top. 


The programme is distinguished by the high proportion 
of input by the visiting speakers, each of whom spends 
ed hours with the naan | 





| "Roland Smith - pit oan 
. Chairman, British AEn TE 





Mike Heron 
European Regional Director, 


.. ‘Making a success in Europe’ 





to | Unilever plc 





í zr Michael Gifford 
.. Chief Executive, The Rank Organisation 
E “Making the assets work’ p 
. Michael Bett- 
. Managing Director, ET 


.— .UK Communications, British telecon: 0 
(previously Personnel Director, GEC. BBC) 


Managing the people 











Views From The Top gives you the unique opportunity 
to share contemporary management experience whilst 
benefiting from discussi ions on dee thinking: and. | 


practice. 


For details of the programme 
and.a booking form, please contact: 
Professor Tony Eccles, at Londo ! Business School 
Sussex Place, Regent's Park, London NWI 4SA, UK 
Telephone 01-262 5050 (ext 306) ag 2 
Fax 01-724 7875, fe ex 27461 us KOX 
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COMMUNICAT ONS SECURITY - 





AS operations become more global, corporate data com- 
munication is quickly develo loping into.an essential busi- 
ness infrastructure. Your data is transmitted via an incred- - 
ibly complex network through unknown territory. Infact, — 
you simply don't know where your most confidential data 
is. And security is not guaranteed by the carriers, | 
















If you are involved in your corporation' S data security, you. 
should contact us. GRETAG is a leader with 40- years of ^ 
experience in design and manufacturing of outstandi ing 
Security tools for data communication (like our new | 
GRETACODER 524 with automatic key distributi ion). We 
can make your data more secure during transmission 
than when it sits in your corporate vaults. And we can 


equally protect your facsimile transmission or video 
conferencing. 


Call or write to GRETAG Data Systems Remember, you 


need an experienced and reli lable partner when. you deal 
with meee security. 


GRETACODER? 524 


GR REG 


. COMMUNICATIONS SECURITY 











Fi we, , DATAMATIC, ie 2-4498133 — Austria, SCHRACK-DAT, tel: 0222-8501-0 | Belgium, TELINDUS S.A. tel: 02-773221 Denmark, IVERSEN & MARTENS A/S, tel: 02 xia 1 
nte ind, FINTEL. KY, 1el:.80-8039033 Germany, CONTROLWARE GMBH, tei: 6074-40090 Italy, HERMETIKA S.PA, tel: 02-2592208 | Japan, NISSHO ELECTRONICS, tel: 03-544 
ourg, TELINDUS S.A, tel: 02-450915 Netherlands, REPKO BV DATACOMMS, tel: 015-611001 Norway, LIMi AS, tel: 033-86000 —: Portugal, INFOFINOVA, taf: 01-77 


Á RADE INTERNACIONAL S.A, tel: 1-2624235 Sweden, BEVING ELEKTRONIK, tel: 8-151780 United Kingdom, AIRTECH LIMITED, tel: 0844-291422 USA, CRYF T 
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United Biscuits’ excellent results n D 
for 1988, with an increase of over £23m to £170m | 
in profit before tax, reflect the dynamic growth of our gm 
international food business. i 
All of our core businesses produced very satisfactory profit » 
growth with significant improvement in margin penga achieved by UB (Ross Young S), o 
our frozen and chilled food business. - 
We are committed to satisfying consumer tastes with a developing portfolio of powerful brands — 
ranging from exciting new concepts to firmly-established household favourites. m 
E 
Our profit performance enabled us to increase our contribution to the community which, for the M 
first time, exceeded £1min the UK. "M * - 
We are continuing to reward our Sana. with significant returns in terms of m 
dividend income and capital growth. Over the last five years a shareholding in UB, = 
assuming re-investment of all gross dividends, would have produced an merae annual rate M 
of return of 23%, h 
ds 
UNITED BISCUIT. : 
x 
PROS ‘x "pm i S o 
n | BUSINESS INSPIRED BY CONS SUMERS à 
pn : E ; cm 
i 23 The Annual Report vill be joris to pone an on X) April. Hf yos would like a copy please write to Group Communications Departi yen x inited Biscuits (Holdings) pic, Grant Houses > z 
NN PO Box 40, Syon Lane, Isleworth, Middlesex TWT SNN. Tel, 01-560 3131. The contents of this advertisement, for which the directors of United. s (Holdiigs) plc are solely responsible; Py . 
QA has been approved for the parpose of Section 57 of the. Financial Services Act 1886 by Arthur Young, Chartered ss etl a firm VEREOR by the institute of pct Meenintants i ins p 
2 England and Wales to carry on investment business, i l a ! "m ^u he 
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^ ht seems less sure. The size and persistence 
















A A ORE than at any time since the second g 
< AVA world war, the fair maiden of free trade ~ 
] is in mortal danger. For four decades America - 
. championed the cause of unfettered trade; 
. and, as markets opened and trade expanded, 
. the world's economy thrived. Even when the © 
` oil shocks of the 1970s caused growth to stall, 
7 Americ commitment to the open trading 


tem hardly wavered. Now that commit- - 









of America’s trade deficits have inspired i in its 
politicians the urge to “do something” about - : 
: trade. The world's other big trading powers, Vese EN 
and Japan, are unable or unwilling to take up the role of de- 
fender of free trade that America seems ready to give up. 


And, just at this moment of peril, some economists have 
come up with new theories that purport to show that protec- 


tionism makes good economic sense. Will the 1990s see the 
world's trading system fall into the clutches of manara 
trade? 


If the decision is left to governments, the probable answer 


is yes. President Reagan talked virtuously of competition and 
open markets, while his administration busied itself with all 
manner of trade-distorting policies. President Bush does not 
seem concerned even to maintain the pretence. His officials 
listen sympathetically to the many voices that urge “compro- 
mise" and “realism” (see page 41). Eurocrats are already 
noted for their realism—witness the common agricultural 
|. "icy. As the Community struggles towards its single market 
.. 1992, outsiders nervously ask what this project will mean 
for them. They still suspect that Europe i is building : a oe 
to keep. them out. 
| Japan, it seems, has less to fear from forie con 
. Butit too is ready to work for managed trade— not by putting 
up disguised barriers to imports (despite the claims of unsuc- 
cessful western salesmen, there is little evidence that Japan 
.. systematically protects its markets for manufactures), but by 
. volunteering to have export quotas thrust upon it. Japan 
-hopes thereby to avoid worse measures. And it can console 
— itself with the higher profits that its quotas squeeze from hap- 
. less consumers in America and Europe. 


__ Of paradise and fools | 

. Democracies are prone to protectionism, because import bar- 
- tiers bring great benefits to a relative few (who therefore bay 
_ for protection) at the thinly spread expense of everybody else 
who therefore cannot be bothered to complain). This protec- 
nist bias was overcome after 1945 by memories of the eco- 
ic ruin that America’s Smoot-Hawley tariffs had caused 
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o e ravishi ng | of trade 





a good thing, End dai about POCU was a di 


in the 1930s, and with the he 
confidence in its own econot 
trade promised new Overseas 
America's exporters, not new« 
| its producers at home. Now, lik 
end of the nineteenth century, Arr 
confident. Smoot-Hawley still s 
model for bad economic policy; bu 
- vital lessons were not well learnt. A s 
the MEL case for free trade isi 








Unfortunately, this view sat comfortably alongside the ic 
that free trade makes sense d so long as reg 






hs bn y ele a eT Most STRA, a : i 
cluding those who claim to believe in free markets, think thi 
way: their speeches prove it. Progress towards free trade ha 

accordingly taken the form of exchanges of concessio: 

mainly through the General Agreement on Tariffs and Trade 

Countries expect to be compensated for free trade. — : ae 

Actually, the classical case for free trade says no 
thing. It has always emphasised the merits of unilateral, no 
universal, free trade. To Richard Cobden, John Bright an 
the other reformers of the Anti-Corn Law League, trade 
simply an opportunity to specialise, so that a coun 
use its resources more efficiently and thus achieve 
standard of living. If one of Britain’s trading partn 

tariff on British goods, that was bad for both sides; but B 

would only make matters worse by retaliating, putting 

under what Bright called the “iron hoof of monopoly 

pages 25-28). The league even disliked the idea of u 

threats of retaliation to open foreign markets; Cobde: 

that this would make it harder for foreign advocates of 
trade to persuade their governments that free trade wa 
their own interests as well as in Britain's. - 

Once the old arguments for free trade are properly uid 
stood, the new arguments against it seem less impressi 

These new theories stress imperfect competition and “ext 

nalities" in trade. Imperfect competition can arise when 






















Dow 


industry, andi in ae circumstances poverninent! may y beal | 
to capture a market for their d Y E paying an exp: 


































sly”, and “no”. 


pose there is a lot of it about. To do what is then theoreti- 


nan earlier high-risk investment). It also needs to know pre- 
sely how the various producers set their prices and outputs. 





rotection, the government must hope that other countr 


F FIKHAIL GORBACHEV may go down in history as the 
AYA first Soviet leader to fail to win an election. Not liter- 
ally. Since Mr Gorbachev wrote the rules for Sunday's elec- 
tion to the Soviet Union's revamped parliament himself, that 
would have been careless indeed. In fact, over 8096 of the 
candidates this time are Communist party members, even 
more than in the past; and the rest have been officially 

reened. In that sense, Mr Gorbachev cannot lose the vote. 
‘so, he is not going to get what he really wanted. 

‘What he wanted, first, was to prod his fellow-countrymen 
taking an interest in perestroika. The election has suc- 
Id in stirring things up. In this vote, unlike previous 
nes, most people will be able to choose between candidates. 
at is a big change in a country where the single party- 
ked candidate could often count on winning 9996 or more 
the vote. The nomination meetings for candidates have not 
ways been paragons of democracy, but a lot of ordinary folk 
ave e had the chance—and the courage—to say their piece. 








nemies of promises 


he long run, this may turn out to have given Russians a 
taste for democracy that they. will not give up. In the short 
run, the euphoria has already worn off. In some places offi- 
als rode rough-shod over electors to strike out the liveliest 
ould-be candidates. In about a quarter of the seats, mainly in 
e Russian republic and the Ukraine, voters will have a 
ice of only one. person on election day. And while Mr 
orbachev has manipulated the party's list of reserved seats 
|. order to get the reformers he wanted into parliament, 
ther. organisations, such as the Academy of Sciences, have 
nipulated theirs ig to keep: other reformers, such as Mr 








~ almost ce 


The extent of imperfect competition is much debated: m 


[ly best, a government needs to know whether thereareany — 
plus profits to be captured eu is far from easy, because P 
ove-average profits may simply be d free-market return 


hen, having intervened to impose some optimal amount of 
ries. 
not retaliate. If they did, as seems likely, the outcome — 
ould be a sequence of tit-for«at protectionism that would 


ussia’ 8 selection looks like disappointing everybody, including Mr Gorbachev 





All this is bad enough. But managed trade carries an even 
bigger danger. In aiming to intervene cleverly—which will 
probably be beyond them in any case—governments are 
forced to create a trade-policy apparatus that will promptly be 
hijacked by special interests. These will twist the rules to their 
own trade-distorting ends, wasting resources both in lobbying 
for changes in the system of trade protection and in carving 


up the monopoly profits once that system is in place. Econo- 
- mists have analysed this behaviour, under the apt title of “di- 


rectly unproductive profit-seeking". Their evidence suggests 
that the price of trying to manage trade can be steep. Wash- 


‘ington folk seem to find these new findings less gripping than 
the new theories of imperfect competition. | 


It is not too late for Mr Bush to speak out (— in 


_ support of free trade, and to tell his officials to just say no to 
a protectionism. If he will not, the free-trade constituencies of 
- consumers and exporters must quickly find a much louder 


voice. Otherwise, the world economy will find itself in the 
embrace of something j just as Grady 2 as s Smoot-Hawley. 


———  ——————M RR 


good idea at the time 





Andrei Sakharay: out. For all the p promises d greater des 
racy, in many places Sunday's election will be another cynical 
venture in vote-rigging. Mr Gorbachev may well find that the 
cost, in terms of hopes raised only to be dashed, outweighs 

the benefits of general gingering up. — | 

Nor will Mr Gorbachev be able to use ihe new anene | 
plus the local councils (soviets), as he had originally wanted, 
to get around the chief obstacle in the way of perestroika —the 
Communist party. The bold plan was to transfer many of the 
party's day-to-day powers over the economy to parliament 
and the soviets, and have the apparatchiks spend their u-- 
thinking about policy, instead of. interfering: in it. But 
Gorbachev has pulled his party punch too. - 

He has done so by blurring what should aon been a clear 
line dividing party from state by having himself, as party lead- 
er, elected state president. At a delicate stage in a difficult 
reform, there may have been a case for giving the man with 
the ideas both jobs (though even Mr Gorbachev's supporters 
shudder to see so much power in the hands of one man). But 
Mr Gorbachev did worse. Yielding to the apparatchiks, he 
agreed that the party boss in every town and village should 
likewise stand for chairman of the local soviet. 

Making the best of a bad job, he argues that this wil: give 
the new soviets clout when they are elected later this year. Yet 
such party-inspired clout can be used to block reform, includ- 
ing the plans endorsed last week to let people lease land for up 
to 50 years. and farm it themselves. Local officials may. no 
longer be telling farmers how to farm, but the soviets will con- 
trol how quickly the new leaseholders get started. In the Baltic 
republics, where party. people have got the reforming habit, 
leaseholding ‘will: flourish. h But in those 1 parts of t i 
















ill be resisted too. That make 

islodging of conservatives all the more urgent when 
Central Committee meets next month. 
.. Anally in this cause might have been Mr Boris Yeltsim, a 

candidate in Sunday's election. But Mr Gorbachev has let 
himself be dragged into an undignified fight with his erstwhile 
.. Supporter, and one that he cannot win. Mr Yeltsin is a hero 
_ for his attacks on corruption and party privilege. By the same 
^ token he is the bane of the Politburo, which sacked him for 


esisted refor 

























e The on-off switch and diversity of supply are now the best regulators of American TV 


) EMEMBER Neil Armstrong walking on the moon, Ed 
^ eV Sullivan interviewing the Beatles, the first “T Love 
. Lucy"? They were all shown to America (and then the world) 









. e three big American television networks, ABC, NBC and 
CBS. Until the mid-1970s nearly all America's television sta- 
_ tions were either owned by or affiliated to one of the net- 
. works. Such-power has frightened politicians. For more than 
15 years the Federal Communications Commission, Ameri- 
ca’s television regulator, has reined back the networks with 
limits to the number of stations and programmes they can 
own; meanwhile independent stations and cable firms have 

.. been given their head. a | REF 
-This approach now looks out of date. The average Ameri- 
can can tune in to more than 40 different channels, provided 

. heis prepared to pay for some of them. Over half America's 
90m television-watching households receive more than 20 
channels. In this more-competitive world the networks' share 

of “prime-time” evening viewing has slipped below 70%. 
Their programming profits have all but disappeared —swal- 


lowed by independent studios who make the programmes 


ca  dby affiliates who show them. 






ving to compete on the quality of their programmes, not on. 
integration. The industry is searching for a new shape. 
networks should be free to make as many choices—and 





s party reform M ! 
the sort of plain-speaking member the new parliament ne 


network from making more than five hours of its own we 


- works, but they will be able to fight on equal terms. The s 















arp tongue and 


Mr Yegor Ligachev. Instead of welcoming Mr Yeltsin a 






the party tried first to block his nomination, then to gag 
discredit him. That has turned the battle in Mr Yeltsin's : 
into one between people and party. If he loses, his suppor 
will cry foul and the party will be discredited. If he wins, 
party will be seen to be defeated. Either way, Mr Gorbac 
loses. With something, for once, riding on the outcome, 
Was no way to run an election. j 
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mistakes—as the rest. 
In that light, the crucial question is whether the telev 
market will be sufficiently competitive to avoid the ne 
rules about who can own what. Technology—satelli 
bles, fibre-optic telephone lines—is lowering the barrie 
entry to this business. As long as there can be diversity 
best regulator will not be an official in Washington, bu 
on-off switch. This means that the networks can and sho 
be set free. The FCC came up with a plan for this in 1983 
was bullied out of it by Congress and President Reagan, 
backed his old chums in the Hollywood studios. Lamely 
FCC asked the networks and the studios to come up: 
solution of their own. Six years later, they are still tal 
With Time-Warner fresh in mind, the Fcc should try ag: 
Three rules need to be changed. The first, prohibit 


hn 


prime-time entertainment schedule, is due to disappea 
November 1990; it should go now. So too should the Fi 
cial Interest and Syndication rule, which bans a network { 
sharing in any of the profits from later sales of a success 
show, even though it usually puts up around 80% of the 
of production. Third, networks should be allowed to OW 
many television stations as they want, | 

None of these changes will ensure the survival of the 


principle should apply to other competitors as well, suc 
telephone companies that want to distribute programm 
through their telephone lines. Next will be the new me 
giants, such as Time-Warner or Mr Rupert Murdoch's N 
Corporation. They are still too young and gangly to.th 
their weight around. But eventually they will—and it wi 
on an international, not just an American, scale. Size al 
however, will not guarantee their success; it is therefore n 
sufficient reason, of itself, for regulators to interfere. - P. 

The main thing is to keep the market as open as possib 
In the longer term it does not matter if a television Pp 
gramme is made or shown by Walt Disney, c8s, Mr Murdo 
or AT&T. As Frank Lloyd Wright concluded, television is ot 
"chewing gum for the eyes". What matters is that there : 
enough different flavours. : 















































TILL Austria be Europe's free 13th? It will soon choose 
V between staying in a new, improved version of EFTA, 

European Free Trade Association, and putting its name 
wn to join the 12 nations of the European Community. At 
ks this week between the EEC and EFTA aimed at strength- 
ng links between the two clubs, Austria hinted that it 
uld opt for the Community. If so, it ponen a warm wel- 

ome in the Brussels clubhouse, provided i it is clear about one 
ng: Austria's "perpetual neutrality” will be eroded, if it 
ins, by the EEC's deepening foreign-policy co-operation. 
\ustria cannot expect the Community's own evolution— 
ly described as a "journey towards an unknown destina- 
n’’—to be constrained by Austrian ifs and buts. 

he EEC may be tempted to put an Austrian application 
Its members do not want enlargement of the Commu- 
to distract them from the 1992 project. They know that a 
yes to Austria would be a snub to Turkey, which has 
lown in the application book for some time but is hav- 
ouble getting signatures. These excuses won't wash. 
tria 








'$ economy, political system, religion, culture, stan- 
| of living—all its Euro-credentials—are impeccable. Aus- 
ria would pay its way in the EEC. It would fill a gap in the 
EC 's motorway jigsaw. How can a club aiming at “European 
ion” not take the land of Mozart with it? 


eere is neutrality and there is neutrality. The Swiss adhere 
a driven-snow variety that rules out membership of the UN, 
alone the EEC. Sweden espouses a more internationalist 
rt, but still thinks that European political co-operation 
uld violate it. Ireland is a neutral member of the EEC, but 
“diplomats have to struggle to utter the phrase with a 
aight face. Since Ireland joined in 1973, foreign-policy co- 





ie right way to privatise British Coal is to break it up 


'HE ‘ ‘ultimate privatisation” is how Mr Cecil Parkinson, 
Britain’s energy secretary, has dubbed the 1992-93 sale of 
-itish Coal—a fitting start to what he hopes will be Mrs 
argaret Thatcher's fourth term. Certainly, selling an indus- 
try that has cost taxpayers £10 billion since Mrs Thatcher 
moved into Downing Street will be no mean feat. For many 
voters, its image is still that of strikes, a ranting Mr Arthur 
cargill and candle-lit homes. But British Coal has come a 
long way since the end of the 1984-85 miners’ strike. It has 
= ee by Pun. halved its workforce and the 


: e Twelve could live happily with Austria, so long as it could live with them 
















operation has become one of the. formal ions: of EEC 
membership, and now includes, under the Single European 
Act, security matters; it even strays into the realms of arms 
control. Geography lets Ireland take a vague view of where 
neutrality ends and security begins. For Austria, a self-styled 
bridge between East and West, such mistiness is out. — 
Austria is under no international obligation to remain 
neutral. Its State Treaty of 1955 with Britain, America, 
France and the Soviet Union forbade only economic and po- 


litical union with Germany. True, its.own Neutrality Law was 





drafted as part of the deal that eased Russia out of the coun- 


try. But Austria can make a good legal case that neutra lity aq 
desire for EEC membership are its own, affairs. 

Equally, the EEC’s members have. every right to be per- 
nickety. First, Russia might try legalistic leverage once Austria 
had joined. Second, Austria's border with Hungary is re- 
markably open—and it would become part of the EEC's fron- 
tier with Eastern Europe, within which all EEC citizens would 
supposedly move freely, post-1992. Though the West should 
do what it can to reduce barriers between the two halves of 
Europe, the EEC has an interest in seeing all its external bor- 
ders policed with equal rigour. It should ask for an explicit 
assurance from Austria that it would accept the security ob- 
ligations that may develop with membership... 

And if Austria cannot give them?-A decision to stay out 
need not be disastrous, for Austria or the Community, so 
long as the EEC makes the alternative to membership more 
palatable. That is one reason to welcome moves towards a 
more "structured partnership" between the EEC and EFTA to 
secure the “four freedoms” of movement of people, capital, 
goods and. services between the two blocks. EFTA includes 
Switzerland: it is thus bound to remain compe eal 
The EEC has evolved: it is now fuae pO 





number of its pits, and cut its costs by a third in id terms. In - 
spite of low world coal prices, some industrial disputes and a 
mild winter, it has made an operating profit of around £450m 
in the past 12 months. It still needs to close unprofitable pits. 
But it is becoming a marketable | proposition. - 

It will be important to get coal's privatisation right. Mr 
Parkinson says that electricity consumers can expect their 
bills to fall after the electricity industry is sold (which i is just as 





well, as they have risen by 1596 in the two years before the 
| b Coal: Its coal 


sale). But he BONO that the Kn to this is Briti 
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currencies 


T here is one type of investment available which no seri- 
á ous investor should ignore ~ the Managed Currency 
und. ME 

Guinness Flight pioneered this type of fund in 1980. The 
Fund invests in a carefully selected ‘basket’ of the world's 
major currencies which changes over time to reflect the 
 Managers' views about the prospects for individual curren- 
cies, 
As these move up and down against each other, profit 
opportunities arise. And — unlike equities — currencies can 
all go down together; as one falls, another must rise. 
In addition to the opportunities from currency movements, 
your money earns top available interest rates in the various 
currencies. | 
Good interest rates and opportunities for profit. 

.. Solid Performance 
The table opposite shows the average annualised com- 
pound return achieved by the Fund, measured in three of 
the world’s major currencies. In all cases this is substan- 
tially greater than returns on short-term deposits in any 
single currency. | 
To find out more about how an investment in our Managed 


> 


Currency Fund could give your portfolio an added dimen- 















sion, complete the coupon opposite. 





Investors are reminded that as a consequence of the gen- 
eral nature of the investments held and of possible 
. exchange and interest rate fluctuations, the value of their 
] shares and the yield from them may go down as well as up 
|. and that past performance is no guide to the future. Also 

© deduction of the Fund's initial charge (where applicable) 
|. means that if an investor withdraws from the investment in 

the short term he may not get back the amount he has 
. invested. 
- "Average annualised compound returns, since launch 
23.5.80 to 28.2.89. Offer to bid basis, gross income rein- 
vested, excluding initial charge. Source: Managers' pub- 
ied daily figures. 
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P.O. Box 250, La Plaiderie, St Peter Port, Guernsey, Channel Islands 
Telephone: (0481) 710 404 or Telex: 4191284 GFFUND G 
Please send me a Prospectus and Scheme Particulars for - 
Guinness Flight International Fund Limited 
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. NEW BUSINESS - 
- ^. In addition to the UK, Standard Life 
operates in Canada and the Republic of Ireland. 
For the first time worldwide new business 
premium income, exceeded £1 billion. 


| : ASSETS - 
. Assets under management increased 
over. the year by some £2. 3bn and now amount 
to £15 3bn. 


FINANCIAL SERVICES ACT - 


“This decision to alter our strategy was not taken 
dightly and reflects the changes being imposed upon the 
marketing of life assurance in the UK which are causing 
ancial advisers to rec onsider tbe merits of continued 
nde, endenc e” 


































































s “Inthe United Kingdom" ‘eid die € Bara n, Mr 
Norman Lessels, “our activities during the year were 
- heavily influenced by the effects of legislation, 
-particularly the Financial Services Act. This was brought 
forward in response to a demand for consumer R 
protection but 1 fear that the likely outcome is that the 
availability to the public of 'best advice ' will be 
reduced.” 

Referring to the Company's decision ro 
alter its historical marketing stance in the United 
ingdom on only selling through independent financial 
dvisers, he added, “We will in future also distribureour 
roducts through Appointed: Representatives" who will 
be under contract to sell only Standard Life policies. 
This decision ro alter our strategy was not taken lightly 
and reflects the changes being imposed uponthe © 
marketing of life assurance in.the UK which are causing 
financial advisers to e EA He merits of continues 


: aber We will, bouis continue to support 
strongly the independent sector and believe it w ili 
 rémain the main source of our business.” 


BONUSES 


| "Qur aimi is to declare reversionar y bonuses at the 
highest levels justified by the future investment - 
outlook.” 









Favourable investment returns from all che major 
investment markets enabled the Company again to 
-increase its terminal bonus rates for longer-term policies. 
Although highly satisfactory, the rerurns were, however, 

: lower than i in some recent years and it was felt necessary 


to reduce slightly rátes for some short-term policies in 
the UK and Canada. 7 
Commenting generally on the. Coripamys bons 
policy; the Managing Director, Mr Scott Bell stated, 
rm sto declare reversionary bonuses 
at the highest | levels justified by the future investment 
outlook. fnr calculating terminal bonuses wé try to 
smooth out fluctuations from year to year to protect 
policy holders from the fall extreme of short term 
changes in asset values such as occurred in October 
1987 Clearly, however, our bonuses must refiecr longer- | 
term investment trends. 

"Ir has for some time appeared likely that, with 
inflation more under control, investment returns would 
fall to lower levels than have been seen at least m the 
recent past. Such an outlook would suggest that we 
should constder reductions in reversionary bonus rates. 
We have maintained our interim rates this year but at 
some future date, depending on how we then judge the 
investment outlook, we may consider it desirable to 
reduce rates of reversionary bonus.” “However,” Mr 
Bell assured policyholders, “any such reductions should 
not diminish bur enhance the likely rotal returns they 
will eventually receive, which as always we are 
determined should be the best available." 













- SERVICE - 

“The substantial increase in life and 
pensions business” said Mr Bell, “and the many 
changes required by legislation to contracts and 
‘computer systems severely stretched our 
administrative capacity during the year. We are 
acutely aware of the importance of providing a 
consistently high level of service. We have 
‘invested heavily during recent years to improve 
our administrative capability.” 


INVESTMENT - 

ee on investment activity 
Mr Bell said, “Having increased our liquidity 
over the summer of 198% we were able to take 

early advantage of the sharp falls in stock 

markets which occurred in the Autumn of that 
year, Our buying continued during 1988 and by 
the year end had invested nearly £900 million in 
UK ordinary shares since October 1982” 

Mr Bell added, “We have for many years 
considered equity-type assets ~ ordinary shares 


and property — to be the most appropriate 


investments for the funds of our with profit 
policyholders. We believe that these 
policyholders will continue in future | to benefit 





Were better off together 


The Standdnd Life Assaram e Compant, Head Otficc, 3 George Street, Ex dinborgh EH? 3X2. ns AE M i 


"i asset.” 


. availability of independent advice ist the 
“interests ofthe publicatlarge an ] hàve therefor 
- directly, and through our membership of. 


persuade independent advisers to defer even 


colleagues | take this opportunity of expressing 








from the wide spread ind TS dusliy of the. 
investments we-ho idi in these two classes of 








zt EGISLATION - 


- Expanding on Mr Lessels' statement that oa 
the Company will in future also distri 





bute its 
products through’ 'Appointed Representatives' 
Mr Bell said, “We believe strongly that the 
the best 









CAMIFA (the Campaign for Independent 
Financial Advice), been actively involved in .. 
promoting awareness of the benefits to the 
consumer of such advice. We have also strongly 
supported CAMIFAS efforts over the past year to 





considering seeking Appointed Representative” 
status until the SIB proposals on commission 
and expense disclosure were known. Finally, in 
representations to SIB, we have argued in. 
particular for a contextual approach to 
commission disclosure and for the need for. 
proper support for independent advisers. 

“We believe we have been serena i in 
much of what we set out to achieve.” 


- THE BOARD: 
T to his predecessor Sir Robert 
Smith, who stood down as Chairman in March 
1988, Mr Lessels said, "On behalf of his 






our gratitude for his leadership and wise 
guidance over the last six years. 57700 

“On Ist April 198% Mr James "» 1 
joined the Board as Deputy Managing | Director 
of the Company. 

“Mr G D Birks will retire from the Board 
following the Annual General Meeting. We 
have over the years greatly enjoyed his 
involvement with the Company and benefited 
from his wide knowledge CRT experience of 






business life in North America.” 


. THE FUTURE: 


Summarising the outlook for. the Company, 


Mr Lessels, said there were a number of key 
challenges in the coming years. He went on, 


“Challenges, however, give rise to opportunities 
and | believe that with our strong management 
team and financial resources we are well placed 
t make the most a such opportunities. | 
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coal: one kp estimates that every 1% fall i in the E price 
will add 896 to generators' profits. 
_ At present, British coal costs around half as much again as 


. imported coal, delivered to the power station. British Coal 
- thinks such low prices for imported coal are unsustainable, 


because few foreign producers are making ends meet. That 


.. assertion may be right; but, for the foreseeable future, im- 





ported coal is unlikely to be as dear as British Coal's stuff. 
Though Mr Parkinson has a point when he says that, as a 


> now-reliable domestic supplier, British Coal should attract a 
premium price for its fuel, a premium of 50% looks hefty. 


Split i it up 






heg “bes has to compete quite ra an 
, gas and imported coal. In reality, competition is 


al For electricity generation, oil is the fuel of the past 


and gas the fuel of the future. What matters at present is coal, 


- and imported coal is allowed to be only 3m-4m tonnes a year 


against the 80m tonnes that British Coal sells to generators. 
Sir Robert heads what amounts to a near-monopoly supplier 
to the electricity industry; and because British Coal will win 
most of the initial long-term contracts to supply National 
Power and PowerGen (the. private successors-to-be to the 
Central Electricity Generating Board), that cosy arrangement 
could last for years. 

.How might consumers get a better deal? First, ensure TM 


Nasty election, nasty consequences 


Bad as the outcome of the vote has proved, t the United States would be wrong to 


ndgn unhappy El Salvador | 
i ME E election was thoroughly nasty, with far too much kill- 
Aing and not nearly enough voting (see page 53). Safer 









countries! democrats would like it to have been more gentle- 


manly, and would much prefer E p else to have won. El 
Salvador's guerrillas declared polling-places war zones and 
election officials military targets, then cried foul when the 


. counter-measures proved rough too. But the Arena party, 
^ with its mild-mouthed leader Mr Freddy Cristiani and its sin- 


ister shadow-master Mr Roberto d'Aubuisson, won by the 


: : rules, and on June 1st will form the government. Should the 
rest of the world show it due respect? 


Many people fear that Arena's rule will unleash a reign of 


. terror. Perhaps nothing can be done to stop that. Even so, it is 
< Worth trying. The hard decisions must come from the United 


States, to salvage something from the mess it has worked so 
ard, and spent so heavily, to avoid. The economic results of 
ts efforts have been feeble. Some $3.7 billion over nine years 

ve made the tiny country not a whit better off: natural di- 
rs and terrorism have kept Salvadorans as poor as their 





coabeupply: contr 


































make it clear to National Power and 'rGen thi 
be expected eventually to buy coal from the: 
source—wherever that may be. Second, relieve Brit 
of its debt: this year some £440m of interest payment 
wipe out its operating profits. Without relief, the cot 
will be unsellable. Third, and most important, split: 
Coal into a number of competing companies. Coal is no 
ral monopoly. Its natural operating unit is the pit. Size 
to be a handicap: Britain's tiny (and over-regulated) pri 
coal mines make a profit year after year. One analys 
drawn up a blueprint to split British Coal into six te 
coal companies. Mr Parkinson should study it c closely 
maybe opt for more and smaller companies. | 

Worryingly, though, the signs are that Mr Parkinsot 
give in to Sir Robert and allow British Coal to plod on i 
uncompetitive lump after a management buyout. That. 
be the easy way to privatise. It would also be myopic. It: 
create another monolith like disappointing British T. 
or monopoly-abusing British Gas. Mr Parkinson should 
himself what consumers will gain from a buyout at Bri 
Coal—and consider what they will lose: the chance tc 
Sup work some magic; the chance.to break for g 
the still-strong grip of the National Union of Minework 
coal's industrial relations; and the chance to see theit elec 
ity bills shrink. HE 

- Here is an industry that was nationalised by political B 
tory, not out of any natural claim to be part of a mode 
nation’s non-competitive infrastructure. Mr Pa 
should now seek his own place in history, by preparing 
ain's most rumbustious state industry for onm 
easing into the private sector as a lumpen coaletariat. 
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Nicaraguan neighbours, ruled by the i HEORpeient t Sa lit 
whom the Americans despise. at 
Worse, life in El Salvador is not greatly t more free; 
even more dangerous, than in Nicaragua. It will be 
worse on both counts if an Árena government unlea 
killers to wipe out not only its open enemies but also the 
and ignorant people among whom the guerrillas ope 
so, the United States Congress will surely vote to cut oi 
The Americans have disengaged from Central- Ai 
before. When they turned their backs on Nicaragua, it tur 
its back even more firmly on democracy. And when 
pulled out of Guatemala, everything got worse before 
better. In the late 1970s President Carter decided that 
Guatemalan regime his country had been supporting w 
gaged in intolerable wholesale slaughter. First his p protest 
then his aid were rebuffed. The slaughter got worse, as 
soldiers cleaned out the rebels and lots of innocents too. 
job done, they calmed down. Guatemala is now bac 
American favour, with an elected government (under 









































alvador is much further don the T€ to disintegration 
an was Guatemala in Mr Carter's time. The guerrillas of the 
ibundo Marti Liberation Front are expert, as their anti- 
ction campaign proved. Take away gringo guns and advice 
om the ance cides army, and it might collapse amid a 
stly civil conflict with a far-left government at the end of 
‘hat is not what the disengagers say they want. 

The Americans could play a more resolute game. They 
ld carry on much as at present, providing aid and seeking 
ersuade El Salvador's new government and its army not 
murder. The army's senior officers, who have profited in 
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it could do instead F 


| m of Britain's health service has been an odd 
rcise: unusually strong on ideas, disturbingly weak on 
ddest of all is its failure to deal with the care out of 
spital of those whose afflictions are those of age or incapac- 
the old, the mentally ill, the handicapped. A year ago a 
port by Sir Roy Griffiths, deputy-chairman of J. Sainsbury 
ind special adviser on health to the prime minister, warned of 
mounting crisis and called for urgent action. Most people 


> white paper, "Working for Faden demores hee par- 
ar patients entirely. 

iat might not matter if their present care was well 
ised. It is not. The traditional means of treating these 
—putting them into institutions—has fallen out of 
ion. Doctors discovered that geriatric wards and lunatic 
ums created dependency; civil servants blanched at their 
ge running costs. Decanting their occupants "into the 
munity’ seemed a convenient way to solve two problems 
r the price of one. It also promised to make a tidy profit, 
ce the government could sell-off the spacious grounds that 
lated most such institutions from the outside world. 
-But what has replaced the great warehouses of the elderly 
d incapable has been, if possible, even worse. Responsibil- 
or the care of these most vulnerable people is fragmented 
ong numerous bodies—local-government socialservice 
d housing departments, voluntary agencies, family doc- 
rs—and different services are financed in different ways. 
government's tussle with local authorities has left many 
them without enough cash to take up the burden that the 
alth service has gratefully put aside. Evicted from their asy- 
disturbed have been returned to families that can- 
ith them, or shuffled into bedsits, or left to fend for 
ves.on the streets. Britain has: ‘become increasingly 
merica, | where the mentally ill n roam a the streets of most 








the Thatcher government cannot ignore the old and the deranged, and 


rumes that the healt h-service dado would include a re 





h 'spise g ngos ‘and te: 
card nin like President’ lush as lily-livered. liberals, might 
not. They might take the money and carry on. Killing, thus 
disgracing the United States by association. - 

For now, the gambler's chance is the only one: to bet that 
Arena may feel confiderit enough in its victory to rein in its 
thugs—the more so because that victory came decisively, and 
without the run-off election that would probably have been 
necessary had the guerrillas allowed a higher turnout. The 
hope that, once in power, Arena's men may be persuadable is 
a slim one. If it comes to nothing, the bloodshed will be dread- 
ful. The alternative is the certainty, rather than the mere like- - 
lihood, of slaughter. The Bush administration says it will . 
carry on, for now, as before. Congress, crossing its s fingers, 
should support it. | 








big cities. À recent study of New York's homeless found that 
more than 9096 had spent time in psychiatric hospitals. The 
city s mayor now wants to return the disturbed homeless to 
the hospitals from which hey were e ejected. - E 


Off the streets 


Out of their institutions, the old or insane are more ‘visible. 
When they were mistreated in homes or asylums, the outside 
world rarely noticed; now their sufferings, and those of their 
relatives, are more publié: and more deplored. The govern- 
ment's delay in responding to Griffiths has therefore become 
a serious embarrassment, and efforts in Whitehall to find an 
answer have become more desperate. 

The reason the government has hesitated for so long is 
simple. The Griffiths report recommended that services£ 
the old and incapacitated be brought together under the su., 
of local authorities; but Mrs Thatcher wants no policy that 
increases their power. The solution is equally simple: if not 
local authorities, think of another body and give the job to it. - 

One obvious way is to build on the ideas in the health- 
service white paper. Give responsibility for providing care to - 
a single body— perhaps the district health authority, or those 
doctors who will control their own budgets. But the best ap- 
proach would be to create a new kind of community-care 
agency, and give it a budget with which to buy services for its 
clients from competing suppliers—old folks" homes, nursing 
agencies, perhaps even social workers. The new agency would 
have the job of setting standards and policing them: at 
present, some of the worst-run homes are owned by the same — 
local authorities whose officials check local standards of care. — 

Ignore the problem, and it will get worse. By 2005 the 
number of people aged 85 and over will have doubled to more 
than Im. As their numbers: grow, the- government will in- 
creasingly ly be i dm E how P are reated ee ub. 
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When you need to know 


what's going on in the world. 


When hnd 
what's really happening in the West, they 


tune to the BBC World Service. 


the Kremlin wants to out 


They are only too aware of how 
accurate our news service Is. 
(On more than one occasion we've 


been the first to tell the Russian people 
what is happening in their own backyard.) 

They know that every story that reaches 
us is checked for accuracy. 

A team of editors and translators make 
certain it's balanced and unbiased. 

And only then will it appear in one 


of the hourly news bulletins. Or the five 
and a half hours of daily current affairs 
programmes. 

The BBC World 


mainly on short wave, 24 hours a day in 


Service broadcasts 
English and thirty-six other languages. 

If you want to find out how to pick it up 
or what you will find when you do, write 
to BBC World Service Publicity, Department 
E, PO Box 76, Bush House, Strand, London 
WC2B 4PH. 


DOW WORLD SERVICE 





JOHN BRIGHT 





1843: free-trader 





1861: electoral reformer 


Homage to a liberal 


On March 27th one century ago John Bright died: a father of Britain's free 
trade and electoral reform—and at least an uncle of The Economist 


E WAS a liberal in both senses of that 
word. John Bright fought for free trade 
and against state intervention in the econ- 
omy. He fought too against war and for ex- 
tension of the franchise (albeit not to 
women). In a parliamentary career that 
spanned 56 years to his death in 1889, he 
left his mark on countless social issues: mar- 
ze laws, funeral reform, drinking, smok- 
J, land reform, the game laws, capital pun- 
ishment, emigration; and on others more 
clearly political, such as Irish home rule. 

It was not always a mark that modern 
liberals, the sort that Mr George Bush dis- 
likes, would applaud. For Bright's guiding 
principle was of the older sort: whate'er is 
least administered is best. Thus he made his 
name fighting the corn laws—"the iron 
hoof of monopoly", he called them—to win 
cheap food for the urban working classes; 
but he also opposed demands that the law 
should impose a shorter working day. 

Bright, a Quaker, supported temper- 
ance, but opposed prohibition. When other 
Quakers backed calls for a tariff on sugar 
from countries that still used slaves to pro- 
duce it, he said no: if people did not like 
slavery, let them personally buy sugar from 
countries where it was not practised. To a 
constituent who had urged him to introduce 
à bill against juvenile smoking, he replied, 
first, that it would not get through the 
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House of Commons, and, second, that "we 
have rather too many laws already”. 
Trollope put Bright in his parliamentary 
novels as the radical Mr Turnbull. None too 
kindly: his Turnbull had 
a powerful voice, strong convictions, perfect 
self-reliance, almost unlimited powers of endur- 
ance, hot ambition, no keen scruples and a 
moral skin of great thickness. 
Nor is Trollope kind to the way ‘Turnbull’, 
not having been offered office, paraded his 
resolve—"I serve the people . . . and I think 
my own office is the higher" — never to take 
it (as Bright ultimately did). 


Fighting the corn laws 

Bright was born in Rochdale, Lancashire, in 
1811. His father, after various jobs in the 
cotton trade, had saved enough to open a 
mill there two years before. It complied to 
the letter with the Factory Act of 1802, 
which required employers to provide some 
schooling for the children in their mills. It 
was known, and not altogether liked by 
competitors, for having abolished the whip. 
Others found this a convenient way of keep- 
ing children up to their tasks; Bright senior 
showed he could manage without. 

Young John Bright was sent to Quaker 
schools till he was 16, when he joined his 
father's mill. He read widely, but his skill 
with words was expressed in speech, not 





Late 1880s: duty done 


writing. He and his friends formed a literary 
society that conducted its affairs by way of 
debate rather than discussion. Soon Bright 
was speaking in Rochdale on local matters 
such as church rates and education. He went 
on to larger issues such as trade unions and 
the Factory Acts. 

Then came the issue that was to make 


his name: the corn laws. These restrictions: 


started life probably (the first evidence dates 
from 1177) as a prohibition on grain export 
except under licence. In 1394 exports were 
freed, provided the appropriate duties were 
paid. The aim was to ensure that grain was 
available; and, though the rules were modi- 
fied over the centuries—typically, to allow 
exports when grain prices were low, ban 
them when prices were high—the broad ef- 
fect was to favour the consumer. 

The change came with Charles IL. In 
1663 import duties were imposed, so long as 
wheat cost less than 48 shillings a quarter. In 
1673 came an export subsidy of 5 shillings 
when domestic prices fell below 40 shillings. 
Though this would still ensure the supply of 





grain at reasonably stable prices (ones re- 


markably like those of two centuries later), 
the—express—aim was to aid the farmers. 
From the 1750s these export subsidies 
came under attack. Adam Smith denounced 
them just as free-traders would today, for 
distorting commerce. Others defended 
them, arguing that they not only brought 
price stability but had thus encouraged 
farmers to expand and so, over time, 
brought prices down (a questionable claim: 
over the eighteenth century, grain prices 
rose about 100%, other prices about 8096). 
In the event, by the late eighteenth cen- 
tury it was population growth that kept 
prices up, to the point that exports were for 
long periods banned. Still, in 1791 yet an- 
other corn law imposed a huge tariff on im- 
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— | © 8bushels. 50 shillings per quarter equals nearly £11.50 per tonne, 
| in 1989 prices, around £450 per tonne 


- ports below 50 shillings. Then the French 
= wars arrived, to push prices sky-high. 

_ And then the farm bubble burst: a huge 
harvest in 1813 cut prices by a third. The 
landed interest went weeping to Parliament, 
and was heard: further laws freed exports 
entirely, while aiming, through import du- 
ties, to keep prices around 80 shillings a 
- quarter. It did not work: prices were on a 
— downward trend to about 50 shillings in the 
- early 1830s. But the duties and their malign 
effect were there. 

= The free-trading "Philosophic Radi- 
cals”, followers of Ricardo and Bentham, ar- 
gued against the corn laws—in vain. In the 
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early 1830s, one member of Parliament, 
C.P. Villiers, every year moved for the re- 
peal of the laws—and failed. Even Carlyle, a 
critic of the laws, derided the Philosophic 
Radicals as the Paralytic Radicals. Then, in 


1838, Richard Cobden in Manchester 
formed the Anti-Corn Law League. 


Free trade wins the day 

John Bright became the league's leading 
speaker. Together, the two men marshalled 
the mill-owners, then enlisted other manu- 
facturers and merchants and parts of the in- 
dustrial working class. They won over even 
some farm labourers and tenant farmers 
(landlords make an easy target). The league 
campaigned across the country, drawing 
crowds that grew into tens of thousands. 

Bright stood for Parliament in a Dur- 
ham by-election in 1843 and lost. But his op- 
ponent was unseated after a petition, and 
the second time round Bright won. He did 
not make an instant mark at Westminster. 
But by now free trade was on its way. The 
prime minister, Peel, had already modified 
the laws in 1842. Moved both by argument 
and by the first signs of the Irish potato fam- 
ine, in mid-1846 Peel killed the corn laws. 
Import duties were cut at once, and by 1849 
were to fall to just 1 shilling a quarter. 

It was a deserved triumph; one that in 
1847 earned Bright re-election to Parlia- 
ment, this time for Manchester, unopposed. 
Not that the result—as the chart shows— 
was instant triumph for the economics of 
free trade: corn was costly in 1847, then fell 
hard, then rose sharply in the mid-1850s. 
The lasting fall did not come until the 
1880s, with the development of the Ameri- 
can prairies and of transatlantic shipping. 


Damned with faint praise 


What had triumphed was a partnership that 
is familiar enough today: that of soft talk 
and a big stick. The league's agitation 
suppplied the stick. The talk came, not least, 
from The Economist, founded in 1843 by 
James Wilson, elder brother of George Wil- 
son, a Manchester mill-owner. 

The partnership was not easy. George 
Wilson had been the league's first chairman. 
But brother James and the London free- 
traders did not like the league's noisy agita- 
tion and slapdash economics— "Manches 
ter rubbish", as Wilson called its arguments. 
His paper would speak in the voice of reason 
to the thinking classes. 

Cobden and Bright, if offended, did not 
retire with their noses out of joint. They sim- 
ply reminded the Londoners how little 
progress the cause had made until the Man- 
chester roughnecks came along. And 
though grateful for Wilson's economics, 
they did not fancy his politics. His first issue 
declared that extending the vote to working 
people would endanger property. Cobden 
replied tartly that such remarks would lose 
the said people's support for the league. 
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Bright proclaimed fervently his "sympathy 
more intensive than it is possible to de- 
scribe" for "the millions who toil". 

Relations between Bright and The 
Economist, then and later, were correct but 
distant. When Walter Bagehot became edi- 
tor in 1861, he indicated that Bright was not 
his sort, a politician 

whose speeches are important as events, but 

just a little wearisome. 
When ill-health forced Bright, briefly a min- 
ister under Oladstone, to leave the cabinet 
in late 1870, Bagehot's comment, while re- 
spectful, conveyed a sense of relief at seeing 
the back of him. When Bright returned to 
harness, The Economist welcomed him 
back—and warned Gladstone against rely- 
ing on him. 

Nor, it seems, that Bright worried. At 
least as published, his diaries make only 
passing mention of Bagehot. He might fairly 
have said, as Bernard Shaw said of the cri*~ 
Hesketh Pearson, “I am not interested 
him—he is interested in me.” 


Peace and reform 


To Bright, free trade went together with a 
wider right to vote. He did more than any 
one man to bring about today's full adult 
franchise in the England which he described 
as "the mother of parliaments” (a quotation 
today usually misapplied to the Westminster 
parliament itself). During their free-trade 
agitation, he and Cobden urged people to 
buy property worth 40 shillings a. year, 
enough to give them the vote under the 
1832 Reform Act. But Bright soon lost pa- 
tience, arguing that the vote should be ex- 
tended to part of the working class. 
Cobden would not let him add this to 
the purposes of the league, although he him- 
self thought it should endorse such causes as 
disarmament and international arbitration 
of disputes. In the event, it was such issues, 
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; Chairman, Sir Francis Tombs, said, “Rolls-Royce 
benefited from both a higher volume of orders and an 
increased market share resulting in a total end-1988 order 
book (including both civil and military business) of £4.1 billion 
compared with £2.8 billion at the end of 1987. 
Productivity has improved generally through manpower l | | 
ctions whilst the time taken to manufacture a civil gas — share (1987 3.5p) making a total dividend for 1988 of 6 : 
ie engine has reduced dramatically. share (1987 5.25p). The dividend is covered 2.9 times. 


GROUP PROFIT AND LOSS ACCOUNT 


for the year ended December 31 


Turnover 


Operating profit 
Research and development (net) 
Net i interest receivable (payable) 


Profit before exceptional item and taxation 
Exceptional item-restructuring costs* 


Profit before taxation 
Taxation 


Profit after taxation 
Minority interests 


Profit attributable to shareholders 
Dividends 


Retained profit for the year 


*Restructur ng costs charged against operating profit 


Earnings: per p ordinary share 


data for the year to December 31 1 88 has been abridged from the full Group accounts for that period. The 1988 accounts, 
itheut qualification, have not yet been delivered to the Registrar of Companies. l a e 
nt of this statement have béen approved for the purposes of Section 57(1) of the Financial Services Act 1986 by Coopers & Lybrand who ai 
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. not electoral reform, that took the limelight 
in the 1850s. Bright and Cobden strongly 
— opposed the Crimean war, and in 1857 lost 
their seats for it. It was the war which, in 
p», stirred Bright to his greatest speech; 
- Theangelof death has been abroad throughout 
the land; you may almost hear the beating of his 
wings. . . . He takes his victims from the castle 
of the noble, the mansion of the wealthy and 
the cottage of the poor and lowly, and it is on 
behalf of all these classes that I make this sol- 
emn appeal. 


— The appeal failed, but the oratory was mar- 

= yelled at. Bright recorded in his diary that 

- his political opponent Disraeli said: 
“Bright, I would give all I ever had to have made 
that speech you made just now." And | just said 
to him, "Well, you might have made it if you 
had been honest.” 

- Disraeli's reply is not recorded. 

It was Disraeli who gave Bright his first 
oce in electoral reform. In the 
. floodtide of his popularity, 1846-54, Bright 
- aroused the country enough to push Lord 
John Russell into a reform bill. It was too 
- much for Palmerston, and was withdrawn. 
— But Bright, elected at Birmingham soon af- 
ter his Manchester defeat, continued to 
campaign. Single-handedly, said one paper, 
he kept reform before the country. 

Another bill split the Liberals in 1866. 
But the Tory minority government that re- 
placed them brought in a bill of its own, 
masterminded by Disraeli. It was not 
enough for Bright or Gladstone. But Dis- 
raeli yielded readily enough to their amend- 
ments. As it emerged into law, doubling the 
— electorate, Disraeli claimed that it “re-estab- 

lished Toryism on a national foundation”. 

A Tory critic called it "the adoption of the 

principles of Mr Bright”. Both were right. 
z. Bright lived long enough to see yet an- 
E. other Reform Act, Gladstone's of 1884. 
. Gladstone, never one to rely much on any- 
— body but himself, was not close to Bright. 
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He had brought him into the cabinet (at the 
Board of Trade) in 1868-70, again briefly in 
1873-74, and again in 1880. But Bright re- 
signed in 1882 over the British intervention 
in Egypt, and later resisted Gladstone's at- 
tempts to bring in home rule for Ireland. On 
electoral reform, though, they were at one. 
The 1884 Act nearly doubled the electorate 


again, adding a further 2m voters. 


Zeal within limits 


Electoral reform showed one limit to 
Bright's radicalism. He (like Gladstone) 
firmly opposed votes for women. John Stu- 
art Mill was a leading advocate of this pro- 
posal, and Bright indeed voted with him on 
one occasion—out of sympathy with the 
man, he said, not from conviction. There- 
after Bright opposed women's suffrage, 
drawing some sharp criticism from women, 
to which he replied in kind. 

He also opposed proportional represen- 
tation, another of Mill's ideas. Bagehot took 
these views as evidence that Bright was at 
heart a conservative. [n one sense that was 
so: Bright did not change his leading ideas. 
Radical when he entered public life, he was 
radical about the same things when he left it. 
The voting procedures he objected to, he 
said, were "intended to weaken the popular 
voice. | am for none of these things.” 

Bright's pacifism too had its limits. Dur- 
ing the American civil war, he led the oppo- 
sition to British intervention on the side of 
the south (whose cotton exports were being 
blockaded by the north; his zeal for free 
trade too evidently had its limit). He ad- 
mired Lincoln, who was grateful for his sup- 
port. An admirer of both, one Thomas 
Blain, commissioned a marble bust of Bright 
as a gift to Lincoln. Lincoln was dead by the 
time it reached the White House, but you 
can see it in the east foyer there today. 

Contemporaries wondered how such a 
pacifist could take sides in the war. Cobden 


would have none of either side. Bright said: 


EM 






lt is not our war. We deeply lament it. But I do 
not know that we are called upon to shut our 
eyes and to close our hearts to the great issues 
depending on it. 
It was a reply typical of a man who knew 
what he thought, was not going to change it 
just to meet charges of inconsistency, and 
expressed it forthrightly. 

Too forthrightly, sometimes. When he 
lost his seat in Manchester, he told his elec- 
tors they had been untrue to their principles 
and that he, albeit honoured to have had 
their votes, had given 

more of mental and physical labour to your ser- 
vice than was just to myself. 
When a working-men’s society, after the 
Crimean war, congratulated him on his 
stand, he replied, fairly perhaps but cer- 
tainly churlishly, that he was sorry they had 
not been of the same opinion at the time. 

He was not above schoolboy abuse. 
clergyman who had misrepresented him l.. 
described as 

the hot partisan priest, ignorant and scurrilous. 
When a Scottish peer welcomed as a visita- 
tion of providence Bright’s first illness, 
which had been diagnosed as fever of the 
brain, Bright commented at a public meet- 
ing that the friends of his adversary 


can tell whether that is a complaint with which 
he is ever likely to be afflicted. 


Oh, yah boo sucks. 

Such sharpness was not untypical. 
Bright was not a vain man, though his diary 
records mortification at his own vanity; but, 
as his letters and speeches show, he was of- 
ten a truculent one. In sum, a man sure of 
himself and his views, with much to be sure 
about; and quite ready to reveal both facts 
to the world. Not, perhaps, that these are 
qualities with which The Economist, then or 
now, should reproach him too strongly. 





We beat them, grandson 
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Today's financial map presents many alternative 


routes, but which. is: the right way to go? 


-MONEY 89 Hong Kong is the right way, because 
as Asia's most comprehensive financial forum it 


presents investors with all the. choices. 


Its where Hong Kong investors look for advice on 
where to put their money. Which is why so many 
leading international companies from over 20 
countries participate every year. Seeking to. put 
their name on the investment map. 


As one of the world’s key financial centres, Hong 
Kong has produced its share of rich and funde 
people. Constantly they look for safe, secure in- 
vestments in Hong Kong and overseas. That's 
where you come in. 


oues 


From 5-8 October, bankers, brokers, fund mana- 
gers, insurers, real estate brokers, publishers, in- 
vestment advisors and more will ga her, at the new. 
Hong Kong Convention & Exhibition Centre. And 
for the first time the entire exhibition will be on 
one floor, which will be a plus to both exhibitors 
and visitors. 


What’s more, an expansive seminar programme 
conducted by exhibitors will run concurrently with 
the exhibition. So you can reach more people and 
maximize the exposure for your company. 


Hong Kong has a lot of money looking for a home. 
MONEY 89 Hong Kong is where the match can be 
made. For more information, please contact Ms 
Jane Ku at Tel: 5-736211 


. Hong Kong Convention and Exhibition Centre, 5.8 October 1989 


Organised by Asia Money Exhibitions Ltd. 
a member company of 
the Hong Kong Trade Fair Group 
in association with 


Sunday Morning Post 


Sponsors: The Hong Kong 
General Chamber of Commerce 


Asia Money Exhibitions Limited 


4306 China Resources Building, 26 Harbour Road, Hong Kong 


Tel: 5-736211 Fax 5-8913831 Tlx: 68444 HKTF HX 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


1735 


BLANCPAIN 


Selfwinding with second hand Each watch is assembled, polished and 
and date finished by hand by the indivjdual watch- 


maker. 

Only about a dozen watches, each indi- 
There is still no Blancpain “collection” as vidually signed and numbered, daily 
such. The same case houses each of the leave the workshops of Blancpain — the 
six “Masterpieces” of the art of watch- oldest watch name not only in Switzer- 
making developed by Blancpain. land, but also in the world. 


Available in London. 
Carringtons, Mappin & Webb, David Moms, Garrard, London Hilton Jewellers, Watches of Switzerland, The Watch Gallery, Tyme and: 


BARCELONA Soler Cabe: BOSTON Dorimann BRUXELLES Frohmano Frères DUSSELDORF Blome. Wempe FRANKFURT Frednch.Wempe GENEVA Benoit de Gorski, Chimento, Facer, Golay Fils & Stahl, Zbinden 
GENEVA-AIRPORT Comptoir de l'horogene GARAND CAYMAN Dennis Smith HAMBURG Becker, Wempe LONDON Carnngtons. Mappin & Webb, Dawd Morris, Garrard. London Hilton Jewellers, Watches of Switrerland, 
The Watch Gallery LOS ANGELES Princess Ermine MADRID Suarer MUNCHEN Hemmerie, Huber, Wempe NEW YORK Celle, Tourneau, Wempe PARIS Arfan, Buccellati, De Parlette, Wempe, Col! ROMA Ansuini 
Capuano. Hausmann ST, MAARTEN La Romana ST THOMAS Riera. TORONTO European Jewellery WIEN Canus & Binder. Hübner ZURICH Barth, Fitz, Gut, Meister — ZURICH-AIRPORT Toner — BERMUDES 
Frsson MONTE-CARLO Buccellau. Van Hubrecht Iniormation from. Blencpain SA - CH-1348 Le Brassus - Switzerland - Tx 459 420 Tel. 01041-21 845 40 92 
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r Conable and President Aquino 


gle to bash the dents 


Smiling through: the World Bank’s Barbe 


out of the Philippine economy 


FROM OUR SPECIAL CORRESPONDENT IN MANILA 


The economy of the Philippines ought to be an Asian miracle. Instead, it 


teeters betweeen the modestly g 
hope for anything better? 


K( AUEZON CITY, a part of greater Ma- 
nila, is a sleazy light-industrial district 
dotted with girlie bars. The municipal 

authorities have decreed it a “no-smoking 
zone". Even the girlie bars have smoking 
and no-smoking sections. On the streets 
outside, cars and taxis groan by, billowing 
black clouds into the air. Because of protec- 
tionist laws, cars and car parts are prohibi- 
tively expensive to import and maintain, 
making the near-wrecks a much nastier 
source of pollution than any number of ciga- 
rette smokers. A colony first of the Spanish 
and then of the Americans, the Philippines 
has a weakness for regulations. They have 
throttled the place, when the market could 
be saving it. 

The Philippines is fonder of the market 
than it used to be. The government of P'resi- 
dent Cory Aquino, who has been in power 
since she ousted Mr Ferdinand Marcos 
three years ago, has been running an ortho- 
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and the downright disastrous. Can it 


dox economic policy under the guidance of 
two former businessmen: the governor of 
the central bank, Mr Jose Fernandez, and 
the finance secretary, Mr Vicente Jayme. 

After the catastrophe of Mr Marcos's 
last years—Onp fell by 18% in 1981-86 and 
prices nearly doubled in 1983-85—the econ- 
omy has rallied in the past two years (see 
chart, next page). Mr Fernandez and Mr 
Jayme were determined to stop inflation, 
and have had some success: the general 
price index rose by less than 496 in 1987 and 
by perhaps 9% last year. A small boom be- 
gan: GNP rose by 5.996 in 1987 and 6.796 in 
1988. Exports (up 2596 in value in 1988) 
and investment (up by more than 2596 in 
both 1987 and 1988) led the way. "Among 
the highly indebted countries," savs the 
World Bank's recent report on the Philip- 
pines, "its record is one of the best.” 

The country's planners believe that it 
should now collect its reward. After drawn- 









out negotiations with the International 
Monetary Fund, the government reached 
agreement this month on a three-year eco- 
nomic programme that will—once the IMF 
gives its final approval—open the way for 
$1.3 billion in Fund money, a $1.8 billion: 
restructuring of official debts and. the 
chance of a $1.7 billion credit from commer- 
cial bankers. The big prize would be a five- 
year, $10-billion “mini-Marshall plan" for 
the Philippines, half of it from foreign inves- 
tors and half in government aid, mainl 
from America and Japan. The mF deal stucl 
in the craw of much of the Philippine Ser 
ate. But President Aquino backed it, anc 
that was that: on March 16th the Senate ap- 
proved the plan. t 

The Philippines ought to be able to: 
make the plan work. lt has a low-wage 
workforce and what one Japanese business- 
man calls a good management class. (Manag- - 
ers are well educated, usually in English, 
even though—another unfortunate Ameri- 
can influence—too many are lawyers and 
too few engineers.) It stands to gain from 
America’s removal of preferences for ex- 
ports from Hongkong, South Korea and — 
Taiwan, and from the Americans’ quarrel — 
with Thailand over copyright protection. 

But Filipinos’ hopes are balanced on a 
knife edge. The economy must perform | 
more efficiently, and it has to have more for- 
eign capital. Despite the mini-boom, the - 
Philippines has suffered from lower investe 
ment (an average of only 15% of GNP a year 
in 1985-88) and from less efficient invest- 
ment than its Asian competitors. Unless. 
both the level and the efficiency of invest- 
ment improve, the World Bank reckons, 
planned GNP growth would fall so far short 
of its target of 61296 a year for 1989-92 thar 
consumption per person, which fell disas- 
trously in the first half of the 1980s, would © 
decline again. £ 

“Inefficient investment” is a gummy 
phrase for an awful failing. Like many 
Asian countries, the Philippines decided 
that protectionism and capital-hungry im- - 
port-substitution offered the best way for- 
ward. Unlike the successful Asian develop- 
ers, the Philippines applied the idea too. 
widely and did not stop it soon enough. The 
corruption of the Marcos years added to the 
distortions. There was no better way to 
make a personal fortune that to get in on the | 
monopolies, licences and cartels of that. 
time. 

The government began hacking 
through this protectionist thicket in 1983, 
when Mr Marcos was still president. Be- 
tween then and now import quotas have — 
been largely withdrawn and tariffs brought 
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à r coconut and sugar were abolished, 
. and price controls and export taxes on farm 
) w roducts eliminated. Exchange rates and in- 
t : rest rates were given over to the market to 
determine. A privatisation programme was 
begun. Mr Cesar Virata, the Marcos prime 
minister and finance minister who was be- 
hind those changes, says they have, except 
f for the frills, now been carried out. 
That seems a touch optimistic, if only 
because of the restrictions remaining on 
E sumer goods (hence those smoke-belch- 
ing cars in Quezon City). But it is clear that 
there is nothing about Philippine culture 
2 hat prevents people from responding to the 
market when they are allowed near it. The 
cities of Cebu and Davao are doing better 
| than Manila now, and even grim Negros Oc- 
tal is enjoying a mini-boom from the 
awns it ships to Japan. 
.. The trouble is that the years of distor- 
Bion ran up a huge bill. The foreign-debt 
burden is the most obvious legacy. There 
nay be worse ones. Because residential users 
a ‘electricity are subsidised, industrial users 
P ay the highest rates in Asia outside Japan 
| (their Thai competitors pay a third less, 
their Taiwanese ones less than a quarter). 
"arm productivity is appallingly low: Mr 
Si xto Roxas, who was finance minister in 
he 1960s, calculates that gross value added 
ipe acre in the Philippines is less than half 
in, of all places, China. 
The past severely limits the govern- 
ment's policymaking freedoms. In 1987 gov- 
~ ernment debt amounted to more than 107% 
- of GNP; so every 1% rise in Philippine inter- 
est rates adds 20% to the government's bud- 
— get deficit. Mr Virata says the capital-inten- 
sive industrialisation policy made industry 
$0 dependent on imported inputs that the 
, country cannot afford to grow at more than 
1696 a year: more than that and too many im- 
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OW Australia too has a sex scandal. 
The prime minister, Mr Bob 
Hawke, confessed on television this week 
that he had been unfaithful to his wife. 
Perhaps scandal is not the correct 
word. Unlike Mr John Tower, whose al- 
leged “womanising”’ helped cost him his 
job in Mr Bush's administration, and un- 
like the British members of Parliament 
currently trying to distance themselves 





Hazel and Bob waltz on 


ports would be sucked in. Then there is the 
problem of foreign capital (see chart). The 
World Bank guesses that in 1989-92 the 
Philippines needs at least $4 billion more 
than it currently expects to get from all its 






Scenarios for 
1989-92 
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Real GDP, % growth 45.8 459 442 
Private consumption 

per person, % growth — «20 +90.2 -0.3 
New money, $bn 1.0 7.0 0.0 
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from a talkative ex-Miss India, the exu- 
berant Mr Hawke may hope to pick up a 
few extra votes as a result of this indis- 
cretion. That, anyway, is the suspicion of 
his opponents. The opposition leader, 
Mr John Howard, huffily refused to com- 
ment on Mr Hawke's disclosure. He has 
à big enough battle on his hands trying 
to defeat Mr Hawke's Labor government 
in the election expected this year without 
being labelled a prude. 

Mr Hawke has been through some- 
thing like this before. He has admitted 
being a heavy drinker. He broke down 
and cried during a television interview 
about drug-taking in 1984. Mrs Hawke 
later revealed that their daughter and 
son-in-law had been heroin addicts. Mr 
Hawke was in tears again this week when 
he said he had cheated on his wife, Hazel, 
whom he married 33 years ago. | 

Are Australians less bothered about 
the morals of their public figures than 
the Americans and British are? Do they 
get, like the French, rather stimulated? 
No one has done any research into this 
interesting subject. It may be that Bob 
Hawke has a canny understanding of 
how much devilment the Aussies can 
take. His sins have had a happy ending. 
He kicked his drinking habits. He said 
that he is no longer unfaithful, that he 
loves Hazel "and always will". Oh, Bob. 


o 





foreign creditors and investors. 

Philippine breaths are being held over 
the fate of the Brady plan, America's latest 
effort to do something to get third-world 
debtors back on their feet. The Philippines 
is also keenly awaiting a decision by forek— 
investors—especially the Japanese and T. 
wanese—about whether they are ready to 
make the jump, as they did two years ago in 
Thailand, and begin heavy direct 
investment. 

For that decision economics matters; 
politics may matter even more. Philippine 
politics has not gone though a reassuring de- 
cade. First there was Mr Marcos, then a 
shaky couple of years for Mrs Aquino, with 
half a dozen attempted coups. Things are 
steadier now, but two worries nag at outsid- 
ers. One is the political class in general. The 
lower house of Congress has been behaving 
responsibly. The Senate, a collection of am-_ 
bitious would-be presidents with little elec- 
tive experience, has been less admirable. 

The real question is about Mrs Aquino. 
She is not an obviously strong leader. But 
after her dreamy start she has built up a con- 
vincing government of free marketeers. The 
economic chiefs are joined by a liberal- 
minded planning minister, a farm minister 
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N 12 WEEKS, 
WE CHANGE. 
THE CARPET ~ 


And we change it again every 
twelve weeks thereafter. 

Not that it isn't superb wool 
carpet. It's simply that we un- 


derstand and respect the needs 


and expectations of you, our 


UE 


First Class passenger. 


So we hav 





designed our new 
service totally around your 
comforts, in every detail, in 
every area, on the ground às 
well as in the air. 

Now, wouldn't it be a shame 
to spoil all that with a carpet 


that's thirteen weeks old? 
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1p ises Canada’s 


E 1988: was the best y year in ihe Gordon C apital Em s history: I 
And this was accomplished in one of the most turbulent: years the | 
financial industry has experienced. We thank our clients for their 


support and for helping us achieve these results! 


Gordon. Capital. 
Corporation. l 


Gordon Capital 
consolidated its 
leadership position 


in Canada by ranking - 


first in total dollar 
volume traded on 
the Toronto Stock 
Exchange. 


Gordon Capital is 


committed to the job 
we do best. Gordon 
is an investment 


dealer, not a money 


manager and not a 
deposit-taking 
institution. 


Gordon remains 


.. Canada's largest 


independent invest- 


- ment dealer. With no e 


inherent conflicts of 


. interest, our only 


responsibility i is to 


our clients. 


Gorter & Young 
mited ` B 


s Gordon & s 
. . continues to provide 
;extensive real « estate 





Gordon 
investment 
Corporation 


Gordon Investment 
is one of North 
America's largest 
merchant banks, | 
with capital in excess 
of $400 million. No 
outside shareholder 
owns more than 10% 
of Gordon Invest- 
ment's equity. 


Gordon Investment 
continues to seek 
opportunities to 
demonstrate innova- 
tion and originality 
with each and every 


a transaction. 


ooo The company's distin- 
... guished shareholder 
base of international 
institutions and 


government agencies 


provides immediate | 
global access to 
. available capital. 
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Financial Highlights 
AS af December 31, 1988 


Gordon Capital 
Corporation 

Current Assets $1,023,908,000 
Total Assets | ($8, 045, 5,575,000 . 
Capital i in the 


Business $ T 


Gordon Investment 


Corporation 


Investments $ 357,287,000 


Total Assets $ 430,228,000 





Auditors ‘Report 
. The above selected financial 
information has been taken 
^ from the audited consolidated 
^5. financial statements of Gordon 
-> Capital Corporation and Gordon. — 


Investment Corporation, as at. - 
December 31, 1988.. 


Toronto, Cana da 2S 
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who is gung-ho for exporting, and a trans- 
port minister who wants deregulation. 

Mrs Aquino's strength is that she has a 
genius for understanding her countrymen: 
she is a Philippine Ronald Reagan. This 
gives her an authority that dwarfs the power 
of any other politician. When she gave her 
nod to the IMF deal, there was no question 
but that it would go through. Her decisions 
may sometimes be questionable. A devout 
Roman Catholic, she will not cross the 
church on birth control even though the 
population growth rate of at least 2.5% a 
year is more than the country can cope with. 
But what she says, however primly, goes. 
Now she is unmistakably saying: go for free 
markets. The Philippines is. 





Afghanistan 


It could take 
months 


FROM OUR SPECIAL CORRESPONDENT NEAR JALALABAD 


T IS a peculiarity of the Afghan 
mujaheddin guerrillas that no westerner 
on his first visit to them can ever believe 
that such a scruffy bunch could win a battle. 
They have in fact gone a long way to win- 
ning a war, but their lack of organisation has 
made the war a good deal longer than neces- 
sary. That disorganisation has been evident 
in their so-far abortive attack on Jalalabad. 
The offensive against Jalalabad was 
badly planned, as many mujaheddin com- 
manders now privately admit. Not merely 
was the assault unco-ordinated between the 
different guerrilla groups, but the guerrillas 
did not launch a simultaneous offensive to 
close the road from the capital, Kabul. As a 
result, the Kabul government has been free 
=> bring up reinforcements at will. 


Over the hill to Jalalabad 
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Jalalabad was—and, the mujaheddin be- 
lieve, is—to be the seat of the "provisional 
government” set up by the seven-party resis- 
tance alliance in the Pakistani border town 
of Peshawar. When it falls and is considered 
to be safe from aerial bombardment, the alli- 
ance leaders will ride in and formally claim 
that they are the true government of Af- 
ghanistan. This may be enough for them to 
be granted recognition by America. (The 
rebel regime got a tip of the hat from the 
Islamic Conference Organisation's meeting 
in Saudi Arabia last week, but full recogni- 
tion has so far proved elusive.) 

The mujaheddin have also been under 
pressure from Pakistan's military intelli- 
gence service, the Isl, which wants an early 
victory by its protégé to strengthen its own 
hand in its slow struggle for power with Pa- 
kistan's prime minister, Miss Benazir 
Bhutto. If the war drags on too long, Miss 
Bhutto may gain enough popular support to 
pursue an Afghan policy of her own. Paki- 
stanis are dismayed by the new stream of ref- 
ugees from the Jalalabad area who are join- 
ing the hundreds of thousands already in 
Pakistan. 

In recent weeks the isi has been pouring 
arms and ammunition across the frontier. 
This correspondent has come across no Pa- 
kistani soldiers in Afghanistan, despite 
claims by the Kabul regime that they are 
fighting alongside the guerrillas. A number 
of Arabs have attached themselves to the 
mujaheddin, but it is unclear whether they 
are combatants or are merely doling out 
money from Saudi Arabia. 

Could peace yet come to Afghanistan as 
a result of negotiations between Kabul and 
the guerrillas?’ Not while President 
Najibullah remains in power. He wants to 
stay, and with the Russians gone there is no- 
body to tell him to leave. His own hope ap- 
pears to be that, if he can hang on for a few 
more months, he may be able to split the 





guerrillas by doing a deal with some of 
local commanders. His regime is already 
ing to woo the Shia parties in central A 
ghanistan, which dislike the rebels’ Sunni 
dominated provisional government. | 


The chances of Mr Najibullah being | 


overthrown in an army coup are not particu- 


larly high. An army offer to negotiate might 


be accepted by some of the calmer guerrillas. 
But the army has a long tradition of fighting 
the sort of tribal and religious forces repre- 
sented by the mujaheddin. A coup against 
Mr Najibullah would risk ensuring a guer- 
rilla victory. The army is unlikely to con- 
sider one unless it is convinced that the 
guerrillas are going to win anyway, a point it 
has apparently not yet reached. 


If the mujaheddin can take Jalalabad— — 


and hold it—that might cause a collapse of 
morale in the army and bring the regime - 
down. That is why Mr Najibullah is going to 
do his damnedest to hold the place. The bat- 
tle for Jalalabad may go on for weeks, even. 
months. 





China 


No time to cheer 


FROM OUR CHINA CORRESPONDENT 


HAT'S the Mandarin for glasnost? 


Never mind. As China once again - 


faces hard times, the first casualty appears to 
be openness. Last year's meeting in Beijing 

of the National People's Congress, China's - 
nearest thing to a parliament, was 
characterised by an atmosphere of liberal- 


ism. There wasn't much evidence of that at 


the meeting which began on March 20th. 

Last year the prime minister, Mr Li 
Peng, and others, including the reformist 
party leader Mr Zhao Ziyang, boldly talked 
of “smashing the communal rice-bowl" in- 
order to let the "lever of prices" move ac- 
cording to more or less free market forces. 
Foreign journalists were allowed access to 
the congress's "working groups"; delegates 
could vote for rival candidates. Now, faced 
with steepling inflation and unemployment, 
Mr Li's message is an austere one. This is no — 
time to wallow in such liberalism. 

The victims of this shyness are, first, 
China's homegrown dissidents, and then. 


the journalists from Hongkong, Taiwan and — 


China itself who tend to ask awkward ques- 
tions. In the days before the congress 
opened, two journalists from Taiwan were 
forcibly prevented from interviewing the 
delegate appointed to represent' Taiwan; 


Hongkong camera crews were not allowed - 
to conduct street interviews; and reporters - 


from the World Economic Journal, an inde- 
pendent-minded Shanghai newspaper that 
prints criticism other Chinese papers avoid, 
were not allowed in the Great Hall of the 
People, where congress meets. 
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ictivist- Mr Wei phan B Ser 
cal prisoners, is finding it difficult to 
n touch with the 2,700-odd congress 
ates. His letter to the congress has been 
ned, on the ground that no postal code 
yeen given. 

jagging locals and TM foreign- 
will not alter China's worrying economic 
s: inflation of at least 2096; missed grain 
lets; severe energy shortages; and an in- 
asing gap between rich and poor. Mr Li 
¿week blamed “a tendency to be too im- 
ient for quick results in economic and so- 
- development". Henceforth the govern- 
ent will raise the price it pays for grain by 
u and will increase the education budget 


But elsewhere things get tighter. Invest- 
xt in fixed assets will be cut by 2196; most 
e institutions will have 2096 less to 
pend; cash injected into the economy this 
t will be cut from last year's 70 billion 
ian ($19 billion) to about 30 billion; and 
re will be no more meddling for the time 
ng with capitalist forms of private owner- 
p. China, Mr Li says, has to be ' mentally 
ared for a few years of austerity”, 

: All of which looks a bit like a return to 
1e bad old days before Mr Deng Xiaoping 





soon to be 85, did not attend the session to 
sten to Mr Li’ S report, but was said by an 
ficial to be in "very good health”. Perhaps 
wanted to give Mr Li centre-stage. Or 
erhaps he j just fel embarrassed. 


OM OUR DELHI CORRESPONDENT 


NNE of India! s charms is its habit of 
7 seeming, from time to time, to be the 
gland of the 1930s. It has just produced 
n excellent specimen of the political 
iller, a sort of early Graham Greene 
ntertainment. A reader of the Indian press 
s month might conclude that the man be- 
id the assassination of Mrs Indira Gandhi 
October 1984 was her special assistant for 
yrë than a decade, Mr R.K. Dhawan— 
O; for added melodrama, wasa few weeks 
brought back into Delhi' s circle of 
the murdered woman's son and 
or, Mr Rajiv Gandhi. | 
ommission of inquiry into the mur- 
t up on the instructions of Rajiv Gan- 
was entrusted to a Supreme Court 
“Mr Justice Thakkar. Within weeks of 
ing his i inquiries the judge wrote to the 
rimë minister voicing a suspicion that 
Dhawan had been involved in the mur- 
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:t China on the path of reform. Mr Deng, 





TITH nary a ‘ie Tahiti alk itself 
paradise on earth. Why, then, 
don't more people visit it? Last year 
135,800 tourists came to Tahiti and the 
other islands of French Polynesia, 596 
fewer than the number for 1987, which 
was well down on the number for 1986. 
Unless each tourist stays, on average, for 
. eight days, there are not enough of them 
to fill the 3,000 or so hotel rooms in the 
islands. Any plans to build new and big- 
ger hotels are received with horror by ex- 
isting hotel owners, some of whom long 
to sell their properties and move away 
from the problems of paradise. 

One problem, often mentioned, is 
high prices. Just about everything that 
gladdens a tourist's heart, even the sa- 
rong worn by a dancing girl, is imported. 


employers have to try to match the high 
wages paid to civil servants. Some Tahi- 
tians look approvingly on Hawaii, where 
low-cost holidays attracted more than 
6m tourists last year. Better to take a 
small profit and keep busy, they say. 

. But prices are not everything. The 
low-budget travellers bound for Hono- 


der conspiracy. In his final report, a sum- 
mary of which was published this month by 
two newspapers, Mr Justice Thakkar pro- 
vided his reasons. | 

His suspicions, said the judge, had been 
aroused by a change in Mrs Gandhi's ap- 
pointments for the morning of the murder. 
This change gave one of the two Sikh assas- 
sins, Beant Singh, time to get to the wicket 
gate in her garden where the other assassin, 
Satwant Singh, was posted, before she 


passed through it on her way to the appoint-. 


ment. The judge concluded that only Mr 


Dhawan could have made the change. He. 


he lawn mowers of Tahiti 


` Island with palm trees. Those be 


Labour costs are high because private 


number of its regular flights from Amer- 
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lul ulu are dished to find 
ound for 
Papeete may have admired Gaüguin 
paintings in colour magazines and come 
expecting a touch of, well, paradise. | 
They graciously accept that Tahitian la- 
dies tend to be a bit on the weighty side 
and, because of the strong missionary in- 
fluence, are disincline .to shed their 
clothes. But what of the noise of lawn 
mowers on Sunday afternoons, some- 
thing that reminds them irritatingly of 
home? The enterprising Tahiti Sun Press 
discovered recently that 330 tons of bat- 
teries used in torches and radios are im- 
ported each year, and that the spent 
cases could threaten the water supply. 
Tahiti's equivalent of the greens are 
getting a lot of support for their cam- 
paign to clean up the place. A decision 
by a French airline, UTA, to reduce the 
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ica has upset some Tahitians. They are 
hoping that the lost business will be 
made up in May when Air France starts a 
new service from Japan. Even a slightly 
soiled paradise, they reckon, must be an 
improvement on Tokyo. 


stance by a sudden access of wealth. Realis- 
ing that the assassination would be the sub- 
ject of a vigorous examination, why did he 
not leave India as soon as possible after the 
funeral! Because, say the plot-chasers, he 
was sure he would be protected by the next 
prime minister. But how could he have 
known who the next prime minister would 
be? The only person who had the power to 
make that appointment was the epus of 





also found that an order issued on June 19- people. 


1984 (two weeks after the Indian army had 0- 
stormed the Sikhs’ Golden Temple) to re- | r 
move Sikh members of her bodyguard from 


duty at vulnerable places had been can- 


celled, probably by Mr Dhawan. 


The: ‘suspected man made things kie 
worse by first telling the police that Mrs - 
Gandhi had told him to change the time of. 
the interview, but later claiming that he.. f 
knew of no change. He also insisted that he un 
had asked the police officials entrusted with > - 
her security not to post Sikhs at sensitive ` 
points, when they insist that he had told EI 


them. the opposite. 
It keeps the reader. gripped, but does 

aan up to the inspection of cor | 

sense? Mr Dhawan owed his career to’ 


Gandhi. Since 1984 he shows no signs o are 
having benefited from her death, for in- - 





| in 1986, b 



















but; instead » T pacing! it ED ore par- 
liament, ` hurriedly amended the .constitu- 
tion to give the governmen T 
withhold reports of commissions of inquiry 
“in the public interest”. When things came 
out in the press, the government defended 





test. = OnM Ma rch 18th Mr -Gand i capinulated 
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promised to table the report when par- 

t reassembles after Easter. This has 
t produced the calm he presumably 
oped for. Now people are saying he wants 
time to doctor the report. 


i~ 
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South Korea 
For the sake 
of the people 


THE South Korean president, Mr Roh 


A Tae Woo, would like to get out of his 
promise to submit himself to an “interim 
test” a year after he came to power. Foolish 
though that promise may have been, going 
back on it could weaken the president. 

Barely ten days ago Mr Roh's advisers 

were leaking the news that the president had 

decided to hold a referendum in April on 
his record so far, but not to treat it as a re- 
signing matter if he lost. Two of the three 
Opposition parties, themselves thought to 
- be losing popularity, agreed. The third, led 
by Mr Kim Young Sam, did not: he hoped 
to do well from a bit of mud-slinging. The 
referendum would be a test of confidence in 
Mr Roh's administration, he said. The other 
Opposition parties then changed their minds 
and said that they, too, would take the ref- 
erer dum seriously. 

This week, on March 20th, Mr Roh said 
on television that he no longer thought 
much of the referendum idea. Originally, he 
E. : 
said, he had wanted to give Koreans a 
Chance to vote in a calmer atmosphere than 
had existed during the presidential election 
in 1987. But the present agitation by the 
radical opposition had spoiled things. 
"Could an interim test be conducted 
smoothly if our society erupted with: strife 
d confrontation?” he asked. “What 
would then become of the country and the 
people? What would become of our exports, 
which are already in trouble, and of the 
price level and of our economy as a whole?" 
Mr Roh then gave his answer: “I have come 
to the conclusion that such concern and 
anxiety must not be inflicted on the people, 
Te zardless of the outcome.” So the referen- 
- dum is off, or indefinitely postponed. 

— The people were no doubt astonished to 
have their interests looked after in so firmly 
avuncular a way. Every foreign diplomat in 
seemed to be astonished too. "This 
decision”, said one, "must have been made 
at the very last minute." Although it is be- 
ing talked of by government supporters as 
an act of caution, it is really a gamble. If 
enough Koreans reject Mr Roh's argument, 
he may be forced to hold the referendum af- 
ter all—with the discomfort of having been 
seen to try to avoid it. 

The first reaction was mixed. Mr Kim 
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President No 


Young Sam protested vigorously. The big- 
ger opposition party led by Mr Kim Dae 
Jung sided with Mr Roh. The president is 
hoping that Koreans have had enough of 
turmoil. The ranks of the stone-throwing 
radicals are thinning; the increasing vio- 
lence of those left on the streets may be a 
sign of desperation. As for the parliamen- 
tary opposition, it now has only one major 
demand: that Mr Chun Doo Hwan, the 
president who ran Korea for most of the 
1980s, should testify to a parliamentary 
committee about corruption, abuse of 
power and other fascinating matters. 

Mr Roh is far from keen. He used to be 
Mr Chun's closest pal and might well be 
harmed if Mr Chun chose to tell all. But 
there were reports this week that Mr Chun 
may at last have agreed to testify to the com- 
mittee, albeit in camera rather than on 
camera. 





Japan 


Down on the farm 


FROM OUR TOKYO CORRESPONDENT 


HE voters confirmed it this week. Two 

elections for provincial governorships 
made it clear that support for Japan's ruling 
Liberal Democratic party is collapsing. 

In the northern prefecture of Miyagi, 
Mr Shuntaro Homma, a 49-year-old inde- 
pendent, was elected governor in a landslide 
after the Liberal Democrats' own man with- 
drew because of allegations that he had prof- 
ited from the scandal-ridden Recruit com- 
pany. In Chiba prefecture, around the bay 
from Tokyo, the Liberal Democrats' incum- 
bent governor, Mr Takeshi Numata, 
squeaked home, just defeating a young 
Communist-backed lawyer with no previous 
experience in politics. 
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The Chiba election has caused the 
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greater panic among the Liberal Democrats. 
With its large farming population, Chiba is 
supposed to be part of the heartland of the 
Liberal Democrats’ conservative empire. 
Fearing a re-run of the party's disastrous de- 
feat in the Fukuoka by-election in February, 
its local office threw as much effort into the 
election for governor as it did into the last 
general election. Just a week ago Liberal 
Democratic pollsters were predicting that 
the Communist candidate, the 44-year-old 
Mr Shoji Ishii, would be lucky to garner 
more than 200,000 votes. Mr Ishii got nearly 
four times as many, losing to Mr Numata by 
only 786,000 to 971,000. 

No one imagines that rural Japan is go- 
ing Marxist. Attractive though Mr Ishii was 
as a candidate, he merely picked up most of 
the votes that would have gone to the So- 
cialist candidate, had there been one, plus a 
goodly number of disillusioned Liberal 
Democrats who were making a protest. The 
ruling party's organisers are beginning to re- 
alise just how widespread the rebellion is 
among their rural supporters. 

The Recruit scandal accounts for only 
part of the Liberal Democrats' unpopularity 
among the farmers. Out in the fields, Re- 
cruit may be no more than the stuff of gos- 
sip, but tinkering with farm protection is an- 
other matter. By liberalising beef and citrus 
imports to appease the Americans, the gov- 
ernment has infuriated the farmers. 

There is more gloom in parliament it- 
self. Business there has been stalled by the 
opposition's refusal to debate the budget 
until the previous prime minister, Mr 
Yasuhiro Nakasone, gives evidence before 
the house about his alleged involvement in 
the Recruit affair. The opposition had 
agreed to resume deliberations on March 
22nd. The idea was that the truce should 
last just long enough to pass a Y9 trillion 
($59 billion) provisional budget so that thé 
government can pay its immediate bills. 

Meanwhile, the Tokyo public prosecu- 
tor's investigation into the Recruit affair is 
coming to a climax. The 78-year-old Mr 
Hisashi Shinto, former chairman of Nippon 
Telegraph and Telephone and doyen of cor- 


.porate Japan, is expected to be charged 


soon, allegedly with receiving bribes in the 
form of pre-flotation shares in the Recruit 
Cosmos subsidiary. Mr Shinto is believed to 
have provided much of the evidence needed 
to nail a number of senior politicians. 

According to police gossip, the next ar- 
rests may occur in mid-April. No one is say- 
ing that Mr Nakasone will be among those 
arrested. But some members of the cabinet, 
including the prime minister, Mr Noboru 
Takeshita, might feel a sense of relief if he 
were. With the prosecutor having been seen 
to get his man, they may believe there is just 
a chance that the scandal will begin to move 
from the front pages. 





THE ECONOMIST MARCH 25 1989 
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WASHINGTON, DC 


HE country, claimed Professor Paul 

Kennedy in a best-selling book two years 
ago, is in decline, overstretched and uncom- 
petitive. America: at first took the news def- 
antly, beating its chest and scoffing at the 
notion—as it was bound to do during a 
presidential election. But now, with the 
Great Optimist gone and the trade deficit 
till running at $9. lion-10 billion a 
more defeatist 
nosis is taken to 
‘incible, resurgent 










mood. Mr Kennedy's d 
heart. Japan is seen as in 
Europe as a new threat. 

America's defensiveness begins with a 
sulky belief that its trading partners treat it 
unfairly. For many this leads to a conviction 
that—aside from macroeconomic adjust- 
ment—the government must find new ways 
to help American dome: ndustry become 
competitive. Proponents: of various views 
about what those new ways should be pin 
their hopes on the new secretary of com- 
merce, Mr Robert Mosbacher. 

Consider the two cases with which 
Washington is currently obsessed: the Fsx 
fighter and high-definition television. 

President Bush still has not formally re- 
solved the argument inside the administra- 
tion over whether to allow America to join 
in the development of a fighter aircraft for 
“apan. In the old days the Pentagon’s pride 
-n winning for General Dynamics such a 
' large share (40%) of such a large contract 
($1.2 billion) would have set the tone. But in 
the new defensive mood, the Commerce De- 
partment is frightened. by the notion of 
American aircraft technology being shared 
with a country that has repeatedly out-mar- 
keted American industry. Why teach the 
Japanese how to build aircraft and give away 
another industry? 

. The Commerce Department's worries 
are widely shared. Under the rsx deal, 
Mitsubishi Heavy Industries would get ac- 
cess to technologies that have never been 
shared with other nations, even such un- 
threatening allies as the British. Nonethe- 
less, the distressing premise is that the 
American technological lead must be de- 
fended by secrecy, rather than maintained 
in open competition. 

-Mr Mosbacher pleased Congress by 
... plunging eagerly into the battle against the 
. . FSX deal. He has been talking of trade as a 











Try the consortium cure 
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"two-way street" and stressing the 
need to find innovative ways to open 
foreign markets. He has promised vig- 
orous enforcement of laws against al- 
legedly unfair trade practices by for- - 
eign nations, such as “dumping”. 

Still, Mr Mosbacher's protection- 
ist noises may be just crowd-pleasing 
rhetoric. And in any case he is not the 
principal agent of trade policy. Espe- 
cially since the 1988 trade act, that 
duty belongs to Mrs Carla Hills, the 
president's special trade represen- 
tative. It is she whom Congress ex- 
pects to "manage" trade. 

Mr Mosbacher is charged with 
the "competitiveness" portfolio. 
With it, this year, comes a new buzz- 
word: “consortium”. No technology 
is safe from one. Superconductors? A 
report in January from a commission 
set up by President Reagan said the 
country should have between four 
and six superconductivity consortia, 
each one consisting of a government 
laboratory, a university and some 
companies. Semiconductors? The 
consortium already exists: Sematech, 

a research-and-development agglom- 
eration among semiconductor manu- 
facturers whose aim is to get America back 
into making memory chips by the genera- 
tion after next. Machine tools and micro- 
electronics both have their consortia now. 
Opto-electronics is getting one. 

Now there is a new industry on the con- 
sortium list: high-definition television. 
American politicians have suddenly woken 
up to the fact that Japan and Western Eu- 
rope both have strategies for developing a 
standard and a set of products ina field that 
might one day be worth $500 billion a year 
and is likely to dominate the market for 
semiconductors and telecommunications. 
Never has America embarked on a technol- 
ogy so far behind the competition. 

Consortia are popular on both sides of 
the political fence. From the right comes the 
complaint that antitrust rules prevent 
American companies from co-operating on 
any project. From the left come calls for 
planning—or rather (because the phrase 
sounds less socialist) "industrial policy”. 
Left and right differ over what kind of gov- 
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ernment involvement they expect. | 
The left wants government to 
enough seed money to get consort 
Many congressmen and the lobby 
listen to are convinced that. Am 
emulate what they perceive as Japa ; 
cess in getting the public and priv: 
to co-operate in joint developme 
nology. America, says Mr Charle: 
of the Massachusetts Institute of T 
ogy, must respond now to "Japan 
industrial Prussianism"'. Japan's M 
ever, is fading as an archetype. a 
high-tech consortium, Eureka, is re 
it. 
Rebuild America is the name ofa a 
nisation into which many of the champi 
of industrial policy have poured the 
They now say that, on the model oi 
consortia must be "industry-led" tc 
the pitfall of government trying to pi 
ners. But Rebuild America’s chairman, 
resentative Mel Levine, sees governm 
money as essential for these consortia, 



























































overnment’s role, says the right, 
be confined to ne antitrust 
and perhaps putting in place a few tax 
ntives or, in the case of television, free- 
xccess to the electromagnetic spectrum. 
Mosbacher agrees with the right. The 
rnment s role, he says, is to unfetter the 
ket and should be confined to antitrust 
‘orm, tax breaks for capital gains and tax 
its for research and development, There 
great surprise in this. Mr Mosbacher is 
blican businessman from Texas. He 
the state of.the federal budget and 
O great regard for bureaucrats. He 
ld rather see the government spend 
y indirectly, through tax breaks, with 
le in deciding how it is spent. - 
he American. government is already 





nced Research Projects Agency SRL 


pport high-tech. projects that might have 





$100m on Sematech, $30m on HDTV 
id $25m on ‘superconductors this year. 

“pARPA’s admirers would like to see a 
r creature within the Commerce De- 
vent, charged with the same task but 
different criteria: commercial onés. They aré 
uraged by the imminent appointment 


ain to force the merger of the Office of the 
is States Trade Representative and the 


s there.a MITI in the making here? Mr 
losbacher says not. He sees no need for a 
lian version of DARPA. He favours the 
eation of private consortia for high-defini- 
on television, but without government 
oney. 

.. The secretary of commerce has an ill de- 
d job, and an ideological challenge. Is he 
lefender of the market economy, or 
erely a protector of the business establish- 
at? Historically, the answer usually has 
been the latter. Free-marketeers have been 
orried by the signals from Mr Mosbacher's 
rst weeks in office. All that talk of two-way 
ts and the FSx battle seemed to reveal a 
who sees trade through mercantilist 
es. Asked last week what he will try to do 
r small businesses, he replied: encourage 
m to export. Asked what he will try to do 
t large businesses, he said: remind them 
here their home port is. 
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iding money on high-definition televi- 
The. Pentagon has the Defence Ad- 


uch will hand out more than $1 billion. 
is year to universities and companies-to 


percussions for the services. DARPA will | | 
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WASHINGTON, DC 


T WAS once legendary for its generosity, 


but America’s foreign aid has become 


notoriously niggardly. The Bush budget for 


1990 asks for $15 billion, a mere 0.3% of - 
forecast GNP, and Congress is threatening to 


cut even that. Excluding military assistance, 
the proportion of America’s GNP devoted to 
foreign aid is now 0.296— less than that of 
any other rich countty. Japan has displaced 


America as the world's single biggest donor 


of aid, though miffed Americans note that 













| Better to receive - 
Top ten US aid recipients, 1989 estimates 
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8096 of Japanese aid pays for fapanese 
exports. 

Two recent reports have idi à 
healthy debate about aid. One is from a task 
force of the House of Representatives for- 
eign-affairs committee, chaired by Represen- 
tative Lee Hamilton. The other is from the 
head of the Agency for International Devel- 
opment (AiD), Mr Alan Woods. There could 
be new legislation this summer based on the 
Hamilton report. 

AID currently labours to meet 3 statu- 
tory objectives set out in 500 pages of law, 
much of it out-of-date. (For instance, there is 
still provision for aid to West Germany.) 
Congress assiduously meddles in AID’s 
work, imposing 288 separate reporting re- 
quirements. In many parts of the aid pro- 
gramme, congressional “earmarks” direct 
over 90% of aid cash to specified countries 
or projects. TU > ug 3 

The result (see chart) is that more than 
40% of the aid budget goes to Israel and 


Egypt (much of it a continuing reward for - 


having signed the Camp David peace treaty 
over a decade ago). A big chunk of the rest 
goes to other strategically significant coun- 
tries such as Greece and the Philippines, 
which. know how to extract big rents for 
American military bases, labelled as "aid". 

The Hamilton bill would replace exist- 
ing aid laws with a new act setting clear ob- 


| point change in A 


(after five vus payments for military-base 

rights. Aib would be replaced by something 

called the Economic Co-operation Agency, 
which has a less patronising ring to it. 

The administration likes the general 
idea but is unenthusiastic about early legisla- 
tion, and there is little Senate interest in it. 
Special-interest opposition to reform of for- 
eign aid will be fierce, especially from sup- 
porters of Israel and Greece and. from the 
Pentagon, which will not want to give up the 
right to pay handsomely for military bases. 

The 1947 Marshall plan, which at its 
peak was equivalent to ai 3% of Ameri- 
can GNP, was hugely successful in re-estab- 
lishing the economies of Western. Europe. 
The same was true for aid to Japan and 
South Korea. Today's aid is not only stin- 


gier, says the Woods report, but there is no. 


longer a discernible link between aid and 
growth. In some cases aid has helped to sus- 
tain high consumption, thereby enabling i in- 
ept ór corrupt governments to stave off nec- 
essary change. 

The Woods report spells out m proven 
path to ,development: open, competitive 
markets, fair prices for farmers (rich, self-suf- 
ficient countries tend to coddle their farm- 
ers with production subsidies; poor, starv- 
ing ones tend to strangle them with price 
controls), a favourable investment climate, 
limited government interference. This for- 
mula has nothing directly to do with foreign 
aid, but aid can be made contingent on pur- 
suing sensible policies. 

Then again, wrong policies in rich coun- 
tries can do great harm to poor ones. A 
World Bank study has concluded that the 
cost to developing countries of rich-country 
protectionism exceeds the value of interna- 
tional aid. Debtor countries often pay out 
more in interest every year than they receive 
in aid and new lending. Americar economii 
growth is also. crucial. Each 
merican GNP leads to a 
142-2 point change i in developing countries' 
GNPs. America accounted for three-quarters 
of the increase ini rich countries’ imports of 
manufactures from developing- countries 
from 1980 to 1987. 

"The conclusion that some in AID usos is 
that traditional development aid no longer 
serves its purpose. Keeping the American 
economy open and growing is more impor- 
tant. So is teaching decision-makers in poor 
countries to pursue. sensible. policies. The 
Woods report notes. approvingly the- án- 






universities in Ámerica and other rich coun- 
tries. (The sole exception is Britain, which 


hugely increased overseas-student fees- in 
1980.) A dime spent on educational assis- 
tance might be worth a dollar in conven- 
tional foreign, aid. Pg s T 


crease in the nationals of poor countries at 
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Central Anales 
Adding it up 


WASHINGTON, DC 


HIS was to have been the decade when 

the United States rescued its little Cen- 
tral American neighbours from poverty and 
dictatorship, especially of the communist va- 
riety. It has not worked out like that. The 
General Accounting Office (GAO), whose 
usual job is to help Congress get its sums 
right, has an idea why. Its testimony to a 
House of Representatives subcommittee is a 
stern indictment of the Reagan-Bush past, 
and perhaps present, policies in the region. 

Three main factors inspired those poli- 
cies: worry in Panama about the Canal, in 
Nicaragua about the Sandinist regime, and 
in El Salvador about terrorism, particularly 
from the left. A five-year programme of civil 

nd military aid, costing $6.4 billion, was in- 
tended to sort these things out and set all 
seven Central American countries (Panama, 
Costa Rica, Nicaragua, El Salvador, Hondu- 
ras, Guatemala and Belize) on the road to 
self-sustaining growth and stable democratic 
government. 

The GAO laconically remarks that 
"there were limits to what the United States 
could do unilaterally to change events in the 
region." American intrigues and sanctions 
have failed to unseat either the Sandinist 
government or General Noriega. American 
policies have half-worked in some places, 
notably in El Salvador. But even there the 
guerrilla war goes on, and most Salvadorans 
grow steadily poorer. 

American military aid has made the ar- 
mies stronger in countries where the gener- 
als like to dominate the civilian rulers. 
American economic assistance has been 


Fighters booted, not spurred 
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generous, but is still insufficient to cure its 
clients’ ancestral poverty. Governments 
have come to depend on it; it has done the 
people they rule little good. 

The GAO suggests a less ambitious and 
less costly strategy. Cut military aid to the 
governments (and give none to the Nicara- 
guan contras), support the regional peace- 


Washington, DC 


A city seized by panic 


WASHINGTON, DC 


ASTEN your safety-belts: Washington, 

bland seat of government and dis- 
tressed inner city, has been swept up in a 
swirling guns-and-drugs typhoon. 

Mr William Bennett’s first move, after 
he was sworn in as his country's drug tsar, 
was to select Washington, its capital, as a 
test case for his new crusade. At the same 
time, the thud of dropping jaws could be 
heard as the administration rethought its re- 
sistance to any form of federal gun-con- 
trol—in particular its belief in the inalien- 
able right of Americans to bear semi- 
automatic assault rifles. Drugs and guns are 
related because semi-automatic weapons are 
a drug-dealer's weapon of first choice. In the 
streets of Washington and other drug-in- 
fested cities, the drug princelings swagger 
forth with their Uzis, threatening one an- 
other, the police and passers-by. 

The rethink on guns was stimulated by a 
mass killing of Californian children that had 
nothing directly to do with drugs. Yet it was 
Mr Bennett (and Mrs Barbara Bush) who 
persuaded President Bush to dent his hith- 
erto total loyalty to the gun lobby. 

The president's unexpected step was to 
ban, temporarily, the import of semi-auto- 
matic guns. Though this was at first mocked 
as a protectionist ploy, an American manu- 
facturer, Colt, raised the bidding by sus- 
pending sales of its AR-15, the civilian ver- 
sion of its M-16. The National Rifle 
Association, sensing fearful change in the 
air, set about mobilising its 2.8m members 
and launched into its familiar public-rela- 
tions spiel about catching the criminal not 
the gun. The association’s spokesmen were 
careful to say nothing against Mr Bush. The 
president still proclaims himself a proud 
member of the NRA but his attitude, at least 
towards certain guns, is plainly evolving. He 
has asked Mr Bennett to come up with 
answers. 

Mr Bennett says he intends to declare 
Washington a “high-intensity drug traffick- 
ing area", which under the 1988 drug law 
qualifies it for special federal funds. Other 
mayors have been quick to cry “me too”, 
protesting that their own cities, as centres of 
the drug trade, are intenser still. 

They have a point. Washington, a small 
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AMERICA 
keeping process started by Cos 
President Oscar Arias, limit econo 
realistic domestic projects and reforr 
stop pretending that the United States 
magic wand to put Central Americé 
rights. President Bush's difficulty is that 
campaigned, and was elected, as if old-tim 
wizardry were still within his power. 































city of about 630,000 people, is neither a 
drug-importing nor a distribution cent 
Washingtonians themselves consume, and 
local youths distribute (killing one another 
for the privilege), the drugs that are intro- 
duced by dealers from New York and Flor- 
ida, tempted to America’s capital by the 
higher street prices here. The battle fe 
Washington’s turf, still unresolved, sent t 
number of murders soaring to a record 32 
in 1988, about 6096 of them drug-related, 
many of them execution-style assassina- 
tions. The murder rate so far this year is 


even higher. 

The strange thing is that most of del 
politicians, diplomats, lobbyists and journal- - 
ists who congregate in the capital learn - 
about the violence in their city from televi- 
sion and newspapers like everybody else. - 
The killing is of blacks by blacks, concen- 
trated in the poor black neighbourhoods — 
where there are dozens of open-air drug. 
markets. Local officials, most of them black 
themselves, reassure hesitant visito e 
city earns about $2 billion a year from 
tourism and conventions—that the black 
violence will not impinge upon their plea- 
sures. The faithful who come to admire the — 
cherry blossom in April will be carefully ` 
counted. 

Yet, within the past few days, the em- 
phasis has changed. People have stopped - 


43 


ht of the turmoil and switched, in- 
B hype. Radical suggestions are. sud- 
wo a penny, each odder than the last. 
k Marion Barry demanded that the 
fed forces should invade half a dozen 
itin American countries. The Bush admin- 
tration floated the notion that the armed 
s should, instead, occupy Washington 
self. The use of federal troops in 1957 to 
iforce school desegregation in Little Rock 
quoted as a (not very relevant) precedent. 
The city councils contribution to silly 
ideas was to impose a night-time curfew on 
| Washingtonians under 18. The police, 
who are not under-employed and have just 
n placed on a mandatory six-day week, 
e not thrilled at the thought of adding 
baby-sitting to drug-busting. The American 
ivil Liberties Union brought a suit on be- 
lf of a group of outraged children, and a 
eral judge blocked the enforcement of 
e curfew, at least in its original version, 
saying that it gave him "the chills". 
‘New Hampshire’s Senator Warren 
lman raised the spectre of “blood run- 
ng in the streets like some third-world cap- 
il run by a despot”. He suggested that 
ederal constabulary” might take over the 
slicing of the city. This, whatever it means, 
egally permissible under the 1975 home- 
le: provisions. But, listening to Mr 
man, people took time off from criticis- 
ing. their mayor to remember how bad 
things had often been when Congress did 
deed run their city. 
‘Mr Barry's escapades (a grand jury is 
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Second thoughts in Gunsville 


' KENNESAW, GEORGIA 


all-American 
LA city. Even its mayor packs a .38 cali- 
ber pistol. In fact all good citizens do; it’s 
- the law. | 
= In 1982, when the city of Morton 
Grove, Ilinois banned handguns, the 
Kennesaw city council enacted an ordi- 
nance requiring every household to have 
a gun on the premises. "We're the town 
that proves that more guns doesn't have 
. to mean more crime," Mayor J.O. Ste- 
| phenson boasts. 
- . So as not to make criminals of those 
.who would rather not have a gun 
around, the law does contain a large 
- Joophole: anyone who objects to it is ex- 
-empted. In rural Georgia, though, guns 
are a way of life. Even before the ordi- 
“nance at least 85% of the people here 
-had a handgun, rifle or shotgun. 
But even Kennesaw's gun enthusiasm 
| may be diminishing. The police chief, Mr 
' Dwaine Wilson, who supports the man- 
< datory-gun ordinance, says it is time to 
-outlaw AK-47s and other so-called assault 


"HIS is a gun-totin’, 
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again looking into allegations that he uses 


cocaine) make him a rotten role model. He 
is not a credible figure to lead young people 
away from drugs. But the city police, under 
their chief, Mr Maurice Turner, do their job 
adequately; the 4,000-strong force needs en- 
couragement and reinforcement, not 
replacement. 

Certainly, the city can do with the extra 
money that Mr Bennett is half-promising. 
Federal agents, and prosecutors, could assist 
in sniffing out the bigger dealers behind the 
smaller ones (though Mr Dick Thornburgh, 
the attorney general, rather knocked this on 
the head by saying he had no agents to 
spare). Abandoned military bases could be 
turned into minimum-security prisons to 
help a city that long ago ran out of prison 
space. Washington not only has more mur- 
ders per person than any other American 
city, it also has more arrests per head. 

So what? For every small-fry drug-seller 
temporarily removed from the streets, two 
or three others are waiting in the wings. This 
week the local board of trade sternly re- 
buked the city government for its "ineffi- 
ciency and inconsistency’. The rebuke 
could be turned inwards. The Washington 
metropolitan area is one of the richest and 
best educated in the United States. Yet city 
neighbourhoods are allowed to rot, city 
schools are mostly abominable and the un- 
employed young are excluded from the pros- 
perity. Post-hurricane thoughts as the city 
hurtles through its end-of-the-world panic. 


rifles. Assault rifles are copies of popa 
military rifles, except that they are 
merely “semiautomatic,” meaning that 
the trigger must be pulled for each shot. 
Nevertheless, Patrick Purdy managed 
to fire 100 bullets from a legally pur- 
chased AK-47 in a schoolyard in Stockton, 
California, two months ago, killing five 
children and wounding 29 others plus a 
teacher. This episode may have tested 


the limits of America’s tolerance for 


need an AK-47," said Mr Wilson. 

A few miles south, however, in Mari- 
etta, a clerk at the BulletStop gun store 
disagrees. The clerk, who calls himself 
“David, just David," said the AK-47 is 

"the perfect rifle for hunting deer in 
Georgia’. Unfortunately, the store has 

sold out of AK-47s since the ban on im 
ports was announced. However, disap- 
pointed customers need not despair, For . 
$10 an hour, thanks to a technicality in 
the federal rules, they can rent a fully- 
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guns. "I don't know why anyone would | 
automatic machinegun instead. "i 
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WASHINGTON, DC 


HE federal budget follows its OWN sea- 

son: In the early part of the calendar 
year there is much sound and fury about the 
need for urgent and responsible negotia- 
tions to cut the deficit. Then all goes quiet as 
Congress and the administration assess 
which side will gain most if negotiations fail 
and which will carry the blame. In August 





things heat up again as the spectre looms of 
automatic cuts under the Gramm-Rudman 
law starting with the new fiscal year on Oc- 
tober Ist. | 

This stately pace can be disrupted if, eg, 
fears about the budget or inflation under- 
mine confidence in the financial markets. 
Despite recent jitters (see page 95), things 
this year are following the seasonal course. 
For the past two weeks congressional leaders 
have been c loseted. in discussions with Mr 





m Though : her is still t 
forms of revenue s han cement all ads are 
effectively barred by President Bush's cam- 
paign pledge from suggesting higher taxes. 
That constraint means that direct negotia- 
tion has a better chance of. producing a 
budget—even if it misses initial. dead- 
lines—than the normal: course of Congress 
working alone through its appropriations 
committees. But thr e landmines. cou id still 
cause much da mage. 
The first is. ‘differences basin. the 
House. of Representatives and the Senate. 
The House is normally happy to contem- 
plate big defence cuts while social spending 











STRATEGIC POSITIONING CAN MAKE 
ALL THE DIFFERENCE BETWEEN SUCCESS AND FAILURE. 
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SEIZE THE ADVANTAGE 
OF A CENTRAL LOCATION 


When you stay at the 
Shanghai Hilton, you put 
yourself in the best position 
to do business. 

Easily accessible to both 
offices and airport. A short 
stroll from the Exhibition 
Centre. In the very heart of 
China's most prosperous 
city. 

Your next move 1s 
obvious. The Shanghai 


Hilton. 


SHANGHAI HILTON INTERNATIONAL 


For reservations, call your travel agent or your nearest Hilton International Hotel: 





Adelaide, Bangkok, Beijing (opening mid- 1990), Brisbane, Cairns, Colombo, Guam, Hongkong, Jakarta, Kahala, Kuala Lumpur, Kuching, 
Melbourne, Nagoya, Osaka, Perth, Petaling Java, Seoul, Shanghai, Singapore, Sydney, Sydney Airport, Taipei, Tokyo, Tokyo Bay 
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Long ago, we set our sights on taking the spirit of Korea from Seoul to the world, and bringing the world 
fleets, convenient schedules and an untiring commitment to your personal comfort, our single purpose 


WORLD ROUTES : WORLD VISION. 
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to Seoul. Today, we fly to 39 cities in 18 countries on 4 continents. With one of world’s most modern 
is to make your trip the best you've ever had. It's a dedication to excellence that could only be Korean. 
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[HE SPIRIT OF KOREA IS IN THE AIR 


[here isa Difference 





Ex] 
The difference is Px=K x E 


Not a pretentious formula, but the common sense realization that a straight structural pillar running from roof to wheel 
arch provides greater vertical strength than a curved support. 

By refusing to follow the latest trend in “aerodynamic” styling, Volvo has taken full advantage ofthe injury saving potential 
of the VOLVO 740 safety cage. Which gave us the formula to develop larger than average strength-in-design upright pillars 
providing more safety and more interior space. 

From crumple zones to specially-designed child safety seats, Volvo has won global recognition for its all-round safety know- 
how gained by working side-by-side on accident research with traffic police 
and medical experts. 

Feel like some more safety? Or other innovative features providing greater 
quality, more comfort and space, and improved ecological protection? 


Take a close look at the VOLVO 740. Created for today’s thinking person, 





it's got more than you probably ever felt you needed When It comes to safetv 
So how about a test drive.. VOLVO 
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ut not with Pod. | 
ond and bigger landmine is the 
> assumptions underlying the bud- 
get. The Bush budget's assumptions are 
wildly optimistic and conflicting. Yet it 
seemed that they might be accepted simply 
^ because they brought the forecast deficit 
closer to the Gramm-Rudman target of $100 
billion. The latest interest-rate rises and a 
blip in inflation make this collective self-de- 
ception untenable. February’s producer and 
consumer price figures confirm that infla- 
tion this year and next is more likely to be in 
the 5-696 range than the 3-490 predicted i in 
the budget. Short-term interest rates will be 
way above the predicted 512%. 
The administration has to revise its fore- 
casts for 1990 in. July. They must reflect the 
ift inue to be absurdly op- 
iture. Higher inflation 
nues, but the effect on 
- with higher interest 
$25 billion to the fore- 


















timistic about he 
will boost. tax 


erates) could add 
cast deficit- 
needed to meet. iramm-Rudman target. 
The third landmine is the effect of 
Granta Rodman itself. One might expect a 
Democratic. Congress to be more upset 
about arbitrary cuts in spending than a Re- 
publican White House. But because it ex- 
empts some two-thirds of spending from the 
axe, Gramm-Rudman's automatic chopper 


hits defence hard. The Senate Budget Com- 


mittee reckons that Oramm-Rudman cuts 
would produce a defence budget that is $15 
billion lower than that requested by Mr 
Bush, while leaving entitlements $14 billion 
higher. Thus the administration is the loser 
from automatic cuts. — 

Mr Darman says he would still prefer 
automatic cuts to any tax increase, though 
Mr Dick Cheney, the new defence secretary, 
might not feel the same way. But automatic 
ts have a sneaky appeal for Mr Darman. 

. witis only if deep arbitrary cuts are made 
"in the 1990 budget that there will be any 
chance of meeting the Gramm-Rudman tar- 
get of a $64 billion deficit in 1991 without 
raising taxes. With both sides detecting ad- 
vantages in Gramm-Rudman’s axe, the 
chances that it will be wielded are bigger this 

year than ever before. 





| Congress 
Comandante 
Newt 


Reeumos shouted Mr Newt Ging- 
| rich, erupting into his campaign for 
_ the next-to-top job among Republicans in 
the House of Representatives. For 11 years 
the Georgian Republican had led a gang of 






EGONOMIST MARCH 25 1989 


"to the size of cuts. 


Unfazable Gingrich 


badcbenthers who, ignoring the clubby am- 
bience of their elders and betters, aggres- 
sively stalked their Democratic opponents, 
using tactics and inventing issues in a way 
that even Republicans considered out of 
court. Then Mr George Bush successfully 
adopted Gingrich-like techniques in he 
1988 presidential campaign. Suddenly, Mr 
Gingrich and his band are being rewarded 
with promotion and respectability. 

Mr Bush's decision to pick Mr Dick 
Cheney, the House minority whip, as-his de- 
fence secretary opened a senior slot in the 
party hierarchy. In a ferocious campaign, 
the old and young bulls in the party battled 
for command. The old bulls, led by Mr Rob- 
ert Michel, the minority leader, favoured Mr 
Edward Madigan (who like Mr Michel 
comes from Illinois), a grey figure to the out- 
side world but a powerful legislator within 
the House. The young liked Mr Gingrich, 
an original with an innovative mind. He has 
led the attack on the Speaker, Mr Jim 
Wright, for alleged unethical behaviour. Mr 
Gingrich suggests that in comparison with 
Mr Michel, he is as General Patton to 
Dwight Eisenhower. 

The election for the whip’s job was on 
March 22nd and this newspaper, sending it 
self to press early for Easter, knew only that 
both contenders were insisting that they 
had enough votes to win. It is Mr Gingrich's 
contention that, whatever happens, the Re- 
publican minority will not now return to its 
cosy ways. 

With his Phil Doiihae haircut and his 
freedom from racist baggage Mr Gingrich, 


aged 45, does not fit the stereotype of a 


southern conservative. He is dedicated to 
doing away with the welfare state; he is also 
Mr Lee Atwater’s active ally in trying to de- 
tach blacks and Hispanics from the Demo- 
cratic party. Naturally he has made enemies. 
Like many on the New Right, he is an ardent 
devotee of family values and a keen moralist, 













| although ne hims 
teringly portrayed à 
(a semi-official designation 
use in the John Tower contr 
Mr Gingrich’s gre 
earning him the admir 
publicans who once disappro 
him, has been his merciless p 
Mr Wright. One of Mr Wright 
tionable activities had to do wit 
royalties he received for a book 
Mr Gingrich’ s literary career is 
coming under scrutiny. It turn: 
that, after he and his wife wrot 
book called “Window of Op 
nity’, they raised $105,000 fron 
publican. supporters to pro 
The book flopped anyway. And 
lier on, Mr o is said y t 














































of aeons then spent: aioe 
on a holiday in Europe for. b 
Nonsense, says Mr Gingrich. Not. a. 
who is easily fazed. 
























Boeing 3 
The silver linin ng | J 
"s THEN 2 Cars i susp e 


(wrongly, it now appears) of uncon 
trolled acceleration, sales drove off a clif 
But when a Boeing-built United Airline 
747 shed a substantial chunk of its fuselag 
off Hawaii in late. February, analyst 
promptly revised their sales projections uj 
wards for Seattle's aircraft colossus. If agin 
aeroplanes need to be replaced, Boeing: 05 
likely will supply the replacements. ; 

Last year Boeing had sales of near 
billion, with profits 28%. aboy 
1987. This year, after only 
Boeing’s a a a i 

already sold 50 aircraft wort: 
The company seems likely to s 
1989 sales forecast of $22 billion 
backlog of 1,000 aircraft on ordei 
pany announced last week the lar 
sion of its Renton, Washington, p 
the factory was built in the seco! 
war. The expansion will enable Bos 
crease its production. from 14. 
to 17, and from five 757s à mon 

One reason for that is a 747 ac 
which nine passengers were sucl 
death when a portion of the fu: 
ripped away at 22,000 feet. The’ 

along with horrific tales of drink ca 
through the 747's decompressing cabi 
a stewardess clinging to the jet's spira 
case to save her life—ampl lified moun 
disquiet over “geriatric jets”. 

More than half of the world’s air fleet 
now more than ten years old. Some 1 





























are near she usual retirement age of 20 
ars. Analysts predict that many airline 








fety-related maintenance. That alone 
uld translate into close to 3,000 orders 
during the next 16 years. Overall aircraft or- 
‘rs during that span are pegged at 8,500, 
orth. $420 billion. If Boeing holds its mar- 
share of 6096 it can expect to book a 
opping $252 billion in sales. | 
. This month production pressures led 
oeing to "borrow" as many as 670 workers 
om Lockheed's plant in Georgia, where 
roduction of the C-5B military transport is 
ding down. The mechanics, electricians 
nd quality-control inspectors from Lock- 
heed will work at Boeing's 747 plant in Ever- 
t, Washington, for six months. Boeing is 
id to be paying a $50 a day housing allow- 
ice plus a 35 cents an hour bonus over the 
ockheed workers’ normal pay. But in re 
tn Boeing is getting workers with an aver- 
age of nine years of experience in building 
big jets. Better still, they can be on the as 
sembly line after just five days of training, 
instead o of the five weeks which are normally 
























































| iiline safety e le seems: Tel i zl 


ll simply buy new jets rather than deal ^. 
parts of commercial aitcraft will now be re- 


th increasingly complex an d expensive ` 


that was changed to 30 





placed regularly, regardless of whether anin- 
spection shows any damage. The FAA may 
also change the way it enforces "airworthi- 
ness directives", such as its July 1988 order 
that airlines modify locking mechanisms on 


. 141 cargo doors, the part believed responsi- 
ble for the Hawaii blowout. Airlines had 


been given two years to carry out the order: 
days after the United 








episode. ` 
~ Hoping t to forestall T action 


on aging aircraft, the airline industry has 


made its own recon mendations. These in- 
clude some $800m i 
TWA, Eastern, | | 
aircraft average about 14 years in age— 
would be hardest hit by the recommenda- 
tions, made by a task force assembled by the 
Air Transport Association and the Aero- 
space Industries Association. More than 
1,300 Boeing-built aircraft could need re- 








pairs if the task force" $ suggestions are fol- 


lowed. 


m in repairs. Northwest, 
ited and Pan Am-— whose 
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[LST PAUL, MINNESOTA 


AREEDOM for parents and their chil- 
x dren to choose among publicly sup- 

ported schools, rather than being as- 
| «signed automatically to a local school (or 
-bused to a distant one to achieve racial 
integration), is the most fashionable idea 
-in public education. In the true spirit of 
the 1980s, competition for students is sup- 
posed to improve the often-frightful qual- 
_ ity of state schools. 

Minnesota leads the nation in com 
ducting this experiment. A law passed two 
.. years ago permits parents to choose any 
: school in the state; the money that would 
have gone to the school down the road is 


their choice. The only constraint is that 
transfers may not increase racial 
. segregation. 

This reform was easier in Minnesota 
than elsewhere because the state pays two- 
thirds of the bill for schools. In other 
states most of the money is usually raised 
within the local school district. Even so, 
20. states and cities are giving serious 
thought to following Minnesota's lead. 
> This month lowa's governor, Mr Terry 
« Branstad, signed a law similar to (though 
less permissive than) Minnesota's. 

Mr Rudy Perpich, Minnesota's gover- 
snor, has been the prophet of the new or- 
der, bragging across the country that his 
scheme is the single most effective way to 
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Education a la carte 


-transferred with them to the school of 


improve the schools. President Bush is an 
enthusiastic supporter. Even critics con- 
cede that the Minnesota families that 
have taken advantage of the new scheme 
are happy with the results. 

But they are few in number. This year 
only 435 pupils, out of 707,000 in the 
state, decided to change their schools. For 
many, the choice was not available. Only 
156 of the 434 school districts in the state 
offered the option of enrolling in different 
high schools. But in the 1990-91 school 
vear all schools will be required to offer 
choice to all students. Some estimates are 





' most at risk of failing. This was grist for 


that even then no more than 2,000. will 
take advantage of it. But parents report - 
that their complaints are already being 
taken more seriously by school adminis- 
trators now that they know that parents 
can vote with their children’s feet. 

There are plenty of sceptics who sus- 
pect that the motives for changing schools 
are likely to be trivial, such as better sports 
teams, less demanding courses or even the 
desire not to be parted from girl friends. 

Some schools are already advertising 
for recruits, and the state money (up to | 
$4.000 a year) they bring with them. But | 
for every successful "sale", some other «" 
school loses the same amount. If too many 
students leave, standards are certain to | 
fall. Some schools may be forced to close. | 
Mr Perpich shows little concern for the | 
losers; in his view they must compete 
harder. | 

There are ades worries. Choice of 
schools is free, but transport to a distant 
school is not. The children left behind are 
likely to be the poor, members of minority 
groups and those with learning disabil- 

ities. À studv of schools in four cities offer- 
ing choices to students found that the sys- 
tem favours middle-class children and 
high achievers at the expense of those 


those in Congress and outside it who sus- 
pect that President Bush’s enthusiasm for 
freedom-of-choice programmes simply en- 
ables him to claim that he is for school re- 
form, without the need to provide more 
federal money for it. 
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omall democracy, not many killed 


FROM OUR CENTRAL AMERICA CORRESPONDENT 





SAN SALVADOR 





Cristiani offers the acceptable face of Arena 


OLLING day began to the sound of 

machinegun fire and mortars, as left- 
wing guerrillas attacked all over the country. 
By the end of the day the fireworks were 

ckling as supporters of the president- 

. €t, Mr Alfredo Cristiani, celebrated vic- 
tory for the far-right Arena party. At least 
30 people had died. 

The main political parties, and the gov- 
ernment's American election advisers, now 
claim that the election in El Salvador on 
March 19th was a triumph not just for 
Arena but also for the country's fledgling 
democratic process. It will mark the first 
time the country has seen power pass rela- 
tively smoothly from one civilian govern- 
ment to another. 

To the Farabundo Marti National Lib- 
eration Front (FMLN), with its rebel army of 
some 8,000 men, it was an insult to democ- 
racy, a farce serving only the United States 
and the wicked forces of capitalism. In early 
March the rebels had asked the government 
to postpone the election for six months and 
start peace talks. Their offer spurned, the 
FMLN called for a boycott and threatened to 
kill election officials. 

They succeeded in severely disrupting 
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the vote (see box on next page), and showed 
that they could bring their usually rural in- 
surgency into the towns. Their transport 
ban left almost all roads deserted except for 


military convoys. Petrol stations were 
bombed, about 9096 of the country's elec- 
tricity supplies were sabotaged and water 
was cut. All this may not have won them 
many friends. The guerrillas are widely 
blamed for the country's economic crisis. 
The ruling Christian Democrats of the 
ailing president, Mr Jose Napoleon Duarte, 
blamed their defeat on the low turnout, 
claiming that the country districts, the parts 
of the country most affected by guerrilla at- 
tacks, are the source of much of their sup- 
port. But Arena's victory owed as much to 
four years of Christian Democratic ineffi- 
ciency, corruption and failure to bring 
peace. When Mr Cristiani takes office on 
June Ist, Arena will control all three 
branches of the legislature: the judiciary, the 
national assembly and the presidency. 
Arena's campaign slogan, "Change for 
the Better”, matched the country's mood of 
economic depression and war-weariness. 
But there is much anxiety about the shape of 
the promised changes. One sort of intellec- 
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b 
tual draws analogies between the circum- .— 
stances of the rise of Arena and the rise of - 
German Nazism. As for Mr Cristiani, who is. 
41 and went to Georgetown University in 
Washington, he is rich and his athletic 
qualifications at least are impressive: he is 
good at squash and was once the Salvadoran 
champion at motor-cross, which involves. 
riding a motor-bike through mud and dust. - 

Arena's election campaign is reliably 
said to have cost $5m, vastly more than any 
other party's. Mr Cristiani, said the Chris- 
tian Democrats’ campaign manager, is a 
mere mask for the party's real face, “and like 
all masks he is totally plastic." Arena has in | 
the past been closely linked with the death 
squads that killed left-wingers and financed 
themselves by kidnapping the rich. 

Closely identified with the squads is the- 
passionately anti-communist cashiered ma- | 
jor, Roberto d'Aubuisson, who is protected — 
from murder charges by his parliamentary 
immunity. He is good at getting crowds ex- 
cited: "We have been a laboratory for exter- _ 
nal forces," he likes to say, accusing foreign- 
ers of unleashing "mad-dog leftists, gringos, — 
communists and corrupt Christian Demo- 
crats" on the country. His public message to 
American advisers is: “Go practise on your 
grandmothers.” - 

Many people fear that Arena's victory — 
will be seen by its heavily armed supporters. 
as a mandate to kill leftists. Mr David 
Browning, Britain's official observer at the — 
election, thinks that will-not be systematic, — 
but that "small groups will no doubt at- 
tempt to do unspeakable things.” Privately, 
Mr Cristiani has made it known that, if he is 
to maintain his influence in the party, he 
will need international support. 

The optimists’ view is that Arena, from _ 
its position of strength, is better placed to 
bring peace than the Christian Democrats 
ever were. Even the FMLN acknowledges that 
Arena represents the real power in the 
country, with the authority to deliver the 
support of the tiny, but immensely rich, — 
landowning oligarchy without which a solu- — 
tion to the country's problems may be im- - 
possible. Mr Cristiani had no sooner won _ 
than he was talking of discussions between _ 
the rebels and all political parties. 

The American embassy has put on a 
brave face, describing Arena as a broad- 
based party which no longer represents the 
extreme right. United States officials are 
acutely aware that, if the administration's 
policies are to be carried through, they must 
win support in Congress. 

El Salvador's armed forces are not nec- 
essarily united on what to do next. The de- 
fence minister, General Carlos Eugenio 
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Voting under fire | 
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T BATTALION headquarters in 
(M La Union, in eastern El Salva- 
“dor, the officers knew before they had 
finished their breakfasts that they 
‘ould ensure polling in only 18 of the 
municipalities in their area. The 
bels of the Farabundo Marti Na- 
ional Liberation Front were success- 
ully threatening the other six. 
Throughout the country the guer- 
il illas had called for an election boy- 
“cott, threatened to kill officials at 
` polling stations, and enforced a trans- 
: port stoppage. The army provided 
-trucks where it could, and elsewhere 
- encouraged people to walk. 

. The rebels made attacks in 20 cit- 
“ies and towns, including the capital. 
- In 21 of the country’s 262 municipal- 
_ ities no attempt was made to set up 
polling booths. In two other commu- . 


i 
: 
| 
| 
| 
| 
| 
| 
| 
| 
| 
nities voting was cancelled; in four 
| 
| 
| 
| 
| 
| 
| 
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more it was suspended. while combat 
"lasted. At one of those places, Santa 
Elena, party officials had to strip off 
"their colours and run for safety. - 

—. The government's American ad- 
|. visers had persuaded observers from 
several democracies to watch the vot- 
_ ing. They agreed that, wherever the- 
. army managed to keep the peace, the 
'— proceedings were clean and fair. But 
the turnout was low. 

= There has been no census since 
| 1972, since when tens of thousands of 
e people have died in the violence and 
^ more than Im have emigrated. The 
. best. guess is that El Salvador has a 
- resident adult population of at least 
. 2m. More than 1.8m people regis- 
.tered to vote; fewer than 900,000 
turned out. President Jose Napoleon 
Duarte’s Christian. Democrats. got 
3696 of the votes cast. Arena, the win- 
ners, got 5496, less than one in five of 
those eligible to vote. 





des Casanova, E tried to improve his 
n's record on human rights. Other off- 
s less close to their American paymasters 


vith humanitarians looking -over their 
houlders. One such is the air force com- 
nander, General Juan Raphael Bustillo. Sol- 
S. under his command killed one Salva- 
oran journalist on the eve of the poll and 
unded another, then fired machineguns 
t two well-marked press cars carrying re- 
yorters out of a combat zone. General 
Bustillo is tipped as Árena's new minister of 
efence. | 
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ve complained about having to fight a war 








E Brazil. 


The men who woul 


FROM OUR BRAZIL COHRESPONDENT 


A left-wing populist could win Brazil's presidential el 


P e president 





ac ion. in November, 


unless the right succeeds in finding a worthy candidate of its own - 


OT many Brazilians will be sorry to see 
President Jose Sarney leave office in 
March next year. All too few are enthusias- 
tic about picking his successor. The candi- 
dates who talk most sense stand little 
chance. Those best placed to win on No- 
vember 15th, or in the run-off election that 
will probably be necessary 20 days later, au- 
gur trouble for the future. Such are the risks 
in Brazil's em presidential election by direct 
popular vote in 29 years. 
So far the main victim 
of the slow transition to de- 


^. ment party (PMDB), long in 
opposition to the military 
regimes that ruled until 
1985. Then its candidate, 
. Tancredo Neves, was cho- 
sen by an electoral college 
to si de country’s first civilian president in 
21 years, but died before he could take of- 
fice. The job went instead to the vice-presi- 
dent-elect, Mr Sarney, an old friend of the 





army with no real party behind him. The - 


party lost its way, wanting the perks of 
power while trying to keep its distance from 
a president more representative of the past 
than of the future. 

As scandals and economic troubles un- 
dermined Mr Sarney, the party's popularity 
crumbled. Even before it took a drubbing in 
last November's municipal elections, one 
faction had broken away to form a new Bra- 
zilian Social Democratic party (PSDB). Today 
its elderly leader, Mr Ulys- 
ses Guimaraes, who for 
years personified democ- 
racy for millions of Brazil- 
ians, looks beaten in his 
fight for nomination by a 
party that no longer seems 
to want him. 

The unhappy alliance 
between Mr Sarney and the PMDB has done 
wonders for two leftist parties: the Demo- 
cratic Labour party led by the populist so- 
cialist, Mr Leonel Brizola, and the Workers' 
party headed by the former union leader, 
Mr Luis Inacio da Silva, al- 
ways known as Lula. Bol 





in the municipal elections, 
when they led their parties 
to victory in their personal 
strongholds—Mtr  Brizola's 
party in Rio de Janeiro, 
Lula's party in Sao Paulo— 





. deeply distru: , ' | 
conservatives as well as by a good part of the 


mocracy has been the Bra-. 


zilian Democratic Move- ^ 


: $ 
Marxist intellectuals; 


stered by strong showings 


the leaders are busily snip- 
ing at each other in compe- 
~¢ tition for the vote of the 
1T poorin November. 
Mi Either man, as presi- 
dent, could bring instabil- 
ty. Mr Brizola, who was a 
“central figure in the leftist 
government that was 
usted in 1964, is still 
y - civilian and. military 
















. His current sales pitch is that... 
less agal bet than Lul 








radical i Catholics; la- 
bour leaders and former P | 
conservatives. —.- 





-—is hy rival.In a conti 
with’ 1 no ‘tradition of party loyalty, where 
most of the 70m voters back persons rather 
than ideas, this means coming up with a can- 
didate who can outmatch Mr Brizola’s pop- 
ulism and Lula's party machine. 

Several centrists clearly fail to fit the 
bill: Mr Guilherme Afif Domingues of the 
tiny Liberal party, Mr Antonio Ermirio de 
Moraes, a liberal businessman who hopes to 
be drafted, and Mr Mario Covas, a former 
mayor of Sao Paulo nominated byt 





Chaves of the Liberal Fr carey who was 
vice-president under the last military gov- 
ernment, and Mr Paulo Maluf of the Demo- 
cratic. Social party, who lost to Mr Neves 
four years ago, have little to offer voters. - 
The focus has therefore switched back 
to the manoeuvring within the PMDB: If the 
party nominates Mr Guimaraes or his main 
challenger, the governor of Bahia state, Mr 
Waldir Pires, its candidate can be safely ig- 
nored by the champions of the left. But if 
itralise each other a more pow- 
erful candidate, Mr Orestes 
 Quercia, the governor of 
|- Sao Paulo state, stands 
— waiting; he is backed by the 
- ^businessmen of -Brazil's 
richest state, ready to pump 
life and money into the par- 
ty’s ailing machine. 
The conservatives’ bad 
dream is to have to turn for 




















salvation to Mr Janio Quadros, an unpre- 
dictable force who says he will pick a party 
rather than wait for a party to pick him. He 
was the star of the 1950s, but in 1961 re 
signed after only eight months as president 
for reasons never made clear. In November 

1985 he came back to win a 


f ^C. three-year term as mayor of 
i ; Sao Paulo. Now once again 
M" egal) he has his eyes on the presi- 
ya ~ 8$; dency. He is 73, unwell, un- 

^ ri ‘ . T 
$ AAN | predictable; his critics say 
Abu m he is fond of the bottle. But 
Z X | he is still a crowd-stirring 
} HA populist who believes he 
Quadros can beat Mr Brizola or Lula 


at their own game. 

Many Brazilians dread the prospect of a 
turbulent run-off between Mr Brizola and 
Mr Quadros: Neither man seems likely to 
bring the modernisation Brazil needs. The 
country has eight months to avoid this 

hronicle of a disaster foretold. Its present 
mood of disenchantment with politicians in 
general underlines the difficule birth await- 
ing Brazil's new democracy. * 





Israel 


A kinder, gentler 
occupation 


FROM OUR ISRAEL CORRESPONDENT 


AST Tuesday, March 21st, a Palestinian 
from the Gaza Strip ran amok in Tel 
Aviv, stabbing several Israelis and scream- 
ing Allahu Akbar ("God is great") before 
being shot and captured. Down the coast, in 
the Gaza Strip itself, a refugee camp of 7,000 
people was under curfew, its supplies of wa- 
ter and electricity at risk, until its inhabit- 
its yielded up an army rifle lost by a soldier 
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during a skirmish with rioters. 

The intifada, the Palestinian uprising 
that erupted in the Israeli-occupied West 
Bank and Gaza 16 months ago, continues its 
ghastly routine. From time to time, Israel 
seeks out a new tactic to cope with it. The 
latest idea is to increase the use of the green- 
bereted Border Police, a special paramilitary 
unit trained in riot control and drawn 
largely from Israel's fierce Arabic-speaking 
Druze minority. [n recent weeks the number 
of Border Police units deployed in the Gaza 
area has been growing. 

Unlike the army, which consists mainly 
of conscripts, the border policemen are a 
professional force, who come under the pur- 
view of the ministry of police, not defence. 
The main advantage of the force is suppos- 
edly its ability to speak the language and un- 
derstand the culture and, as Israelis are fond 
of saying, the "mentality" of the Palestin- 
ians. "With a more professional force in the 
area it is natural that the number of casual- 
ties will drop," General Yitzhak Mordechai, 
the head of the army's southern command, 
has said in a newspaper interview. 

By making more visible use of the Bor- 
der Police, Israel may persuade Mr lames 
Baker, the American secretary of state, that 
it is heeding American pleas to do some- 
thing to reduce tension in the occupied ter- 
ritories. The army has killed more than 400 
Palestinian civilians since the start of the 
intifada; and the border policemen, despite 
their reputation for brutality, are considered 
less trigger-happy than soldiers. Until 
March 19th, when border policemen shot 
dead a knife-wielding Palestinian in Gaza, 
they had not killed anyone there since the 
start of the uprising. Over the same week- 
end, in contrast, soldiers of the army’s 
Givati brigade shot three Palestinians dead 
outside a mosque in Gaza City. 

Yet the Border Police, on their own, can 
do little to reduce the death toll. There are 


Friendly policeman helps Palestinian cross road 
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far too few of them—about 4,500, by most H 
estimates—to take the place of the army ~ 
throughout the territories. The Americans — 
have therefore asked Israel to consider ip ce 
ing bolder steps, such as releasing some of | 
the Palestinians detained without trial, re- 
opening schools and halting some forms of 
collective punishment. 

Bolder still would be a decision to pull 
the army out of the centres of the main Pal- 
estinian towns. This idea is privately sup- 
ported by several cabinet ministers, includ- 
ing members of the Likud half of the — 
government. But it would inflict a psycho- © 
logical wound on Israel. The inhabitants 
would immediately festoon the evacuated 
towns with Palestinian flags and declare 
them “liberated” parts of the independent 
Palestine Israel is determined to prevent. R 

This is the background against which 
the prime minister, Mr Yitzhak Shamir, will _ 
visit Washington next month for his first 
meeting with President Bush. The Ameri- - 
cans want him to bring evidence of a drop in 
violence in the occupied territories, and a se- 
rious peace proposal. Mr Shamir seems de- 
termined mainly to kill the notion that Israel 
can be persuaded to negotiate directly with 
Mr Yasser Arafat’s Palestine Liberation — 
Organisation—a prospect that Mr Baker . 
carefully refuses to rule out. » 

The Israeli prime minister insists that 
the PLO remains committed to terrorism; he ~ 
calls its moderate pronouncements part ofa 
"monumental deception” designed to de- 
stroy the Jewish state. But this interpreta- | 
tion is facing a strong challenge at home. On 
March 20th two Israeli newspapers carried © 
front-page banner headlines purportedly 
leaking the contents of a report to the cabi- — 
net by Israel's intelligence services. The —. 
intelligence men argued that the PLO had in- 
deed undergone a substantial change and 
now seemed ready to accept the existence of 
Israel within its pre-1967 borders. They 
made no recommendation, but predicted 
that the intifada would continue until the — 
Palestinians were offered a political gain. All — 
of this is the opposite of what the prime - 
minister and his officials keep saying. | 

Apart from weakening Mr Shamir's ar- 
guments in Washington, the leak seems 
bound to hearten those Israelis—more than — 
50%, according to opinion polls—who are — 
ready to let their government negotiate with 
the PLO. At present Israel's Labour party, — 
which is a part of that government, follows — 
the official line; but its view is changing. Its- 
leader, Mr Shimon Peres, said recently that 
Israel must talk to the Palestinians "as they 
are, as they are organised". Some of his col 
leagues want Labour to go into opposition if 
Mr Shamir obstructs American mediation — 
between Israel and Mr Arafat. Israel is bite — 
terly divided on how to deal with the 
intifada and with the PLO. Swapping sok - 
diers for border policemen won't alter that. — — 
—— Ó—Un I —— ae SS 


55 





8& pdating passbooks is one of the most time-consuming front office procedures 
in retail banking. œ So the Hongkong and Shanghai Banking Corporation decided to 
provide their customers with the means to "do it themselves" in a matter of seconds. 
Bm In the course of 1989, hundreds of "customer-friendly" self-service passbook 
terminals, developed by Philips, will be installed in HongkongBank branches 
throughout Hong Kong. > It is part of a unique customer service programme that will 
eventually extend to all overseas branches where passbook savings accounts are 
offered. B® The Bank also chose our background music, audio systems, business 


telephony and portable radio for its high-tech, high-rise headquarters in Hong Kong, 


YOU CAN BANK ON PHILIPS FOR 


BANCO DE CREDITO, LIMA - PERU. ARCHITECT: ARQUITECTONICA 
BERNARDO FORT-BRESCIA/LAURINDA SPEAR. PHOTO: TIMOTHY HURSLEY 
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and our cash dispensers and ATM's for many of its branches. BP In South America 


too, customers and staff alike can bank on Philips technology. œ We designed all the 
general, decorative and special lighting for the magnificent headquarters of Banco de 
Credito in Lima, Peru. We also installed a conference system for the boardroom and 
a background music network, featuring "selective zone" paging and public address, 
throughout the entire building. PP You will find Philips customer-friendly technology 


used by leading banks, building societies and insurance companies the world over. P» 





PHILIPS. THE SURE SIGN OF EXPERTISE WORLDWIDE. 


PHILIPS CORPORATE MARKETING COMMUNICATIONS, EINDHOVEN, THE NETHERLANDS 
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| How white on 
the night? 


FROM OUR SPECIAL CORRESPONDENT IN WINDHOEK 


TN 1978, when the United Nations Secu- 
_ A rity Council passed Resolution 435 call- 
. ing for the independence of Namibia, thou- 
ands of whites left the territory for South 
ica. Resolution 435 comes into effect on 
Ai Ist. If all goes according to schedule 
eé box) Namibia will have its first free elec- 
ti on in November. Many Namibians are 
wondering how many of the remaining 
A 0,000 whites will choose to stay on. 

— When Mozambique achieved its iride- 
endence in 1975 virtually the entire Portu- 
pe se population fled, taking with it the 
skills that had kept the economy from col- 
lap > Zimbabwe, five years later, acquired a 
clever leader, Mr Robert Mugabe, who had 
run his guerrilla war from Mozambique, and 
new he had to avoid its mistake. Nearly 
- half of Zimbabwe's whites have been in- 
ed to stay. As a result cars get fixed, fac- 
E ories work, and the farms produce more 
ood than Zimbabweans can eat. 

Ms ~ Some black Namibians, recalling Mo- 
zambique, are in no hurry for change. Their 
| white-dominated towns still bear the im- 
_ print of the Germans, who ruled the terri- 
; until they were pushed out during the 
first world war, after which it was put in the 
care of South Africa. The streets (including 
— Oóringstrasse) are clearly marked, the parks 
are groomed, the beer gardens offer Wiener 
schnitzel and complicated cakes. Blacks 
- have not had it so good. Until recently, they 
3 were taught in Afrikaans. That kept them 
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rikaans universities, in South Africa, accept 
few blacks. Namibia's judges, industrialists, 

newspaper editors and senior civil servants 
are nearly all white. | 

The black politicians who took part in 
the "transitional government” set up by the 
South Africans in 1985 appreciate their 
German-speaking secretaries, who have run 
their timetables with Prussian precision. 
They talk of promoting more blacks to se- 
nior positions—but gradually, as their ex- 
perience grows to justify it. 

The biggest party in the transitional 
government is the multi-racial Democratic 
Turnhalle Alliance, which won 8296 of the 
vote in att election run by the South Afri- 
cans in 1978. Some observers reckon that, 
in this year's election, the alliance will not 
get much more than 10%. The most likely 
winner is the South West Africa People' S 
Organisation, which boycotted all previous 
elections. SWAPO says it has no plans to sub- 
ject whites to "Nuremberg trials". But it 
wants black advancement fast. 

To prepare black Namibians for power 
the UN set up, in Zambia, the Institute of Na- 
mibia, which offers courses in public admin- 
istration lasting three years. About 700 
SWAPO people have completed the course. A 
SWAPO government would also be able to 
draw on exiled Namibians with degrees 
from universities all over the world, some of 
whom will now be coming home. 

These green technocrats will have much 
to do, in the countryside as well as the 
towns. The two-thirds of Namibians who de- 
pend on subsistence farming have been ne- 
glected under South African rule. If the new 
government wants to help these people, it 
will have to teach them how to prevent 
grassland being over-grazed. Persuading 
poor farrhers that their land—and so their 
families—would be better off if grazed by 
fewer cattle will be difficult. The temptation 
to expropriate the land of efficient white 
commercial farmers may be hard to resist. 

The rural population is growing by 
roughly 396 a vear. The land cannot support 
them, so farmers are moving to the towns, 
which already have too few houses, hospitals 
and schools. In 1981 about a fifth of Namib- 
ians lived in towns; by the end of the cen- 
tury two-fifths will. 

Some Namibians, fearing SWAPO's inex- 
perience in government, hope it will be de- 
nied the two-thirds majority it needs in No- 
vember if it is to write the new state's 
constitution by itself. Others, mainly trade 
unionists and students, resent the efforts of 
exiled swaro leaders to look moderate and 
so persuade whites to stay on. None of this is 
likely to upset its chances of victory. SWAPO 
has campaigned so long for independence 
that it has come to symbolise it, especially 
for the Ovambo people, who make up half 
Namibia's population. 
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AMIBIA'S transition to inde- 

pendence begins on April 1st 
with the arrival of the United Nations 
special representative, Mr Martti 
Ahtisaari. South African troops and 
guerrillas of the South West Africa 
People's Organisation are confined to 
their bases. 

By May 14th the South West Af- 
rican Territory Force, which was cre- 
ated to fight SWAPO, must be dis- 
banded. (South Africa is offering 
handsome severance pay, in return 
for which, its opponents claim, it ex- 
pects ex-soldiers to campaign against 
SWAPO.) South Africa must also pub- 
lish rules for electing a constituent as- 
sembly and scrap Namibia's remain- 
ing discriminatory laws. (The South 
Africans want to make 21, rather 
than 18, the minimum age for voting, 
which would exclude a lot of pro- 
SWAPO students.) 

By June 11th the political prison- 
ers held by both sides must be re- 
leased, and Namibia's uncounted di- 
aspora resettled at home. Both sides 
claim the other has more political 
| prisoners than it admits to. Repatriat- 
ing the refugees will be a long process, 
since the South Africans are set on 
testing every one of them for AIDS. 

Meanwhile South Africa should 
be withdrawing its army in stages 
from Namibia until, on July 1st, it is 
left with 1,500 men confined to two 
bases, and the election campaign 
starts. By August 1st Cuba, as its side 
of the bargain, is to have pulled back 
all its troops north of the 15th paral- 
lel in Angola, 200 miles from Namib- 
ia's border. 

By October 31st all Cuban sol- 
diers should be beyond the 13th par- 
allel, and half of them should have 
left Angola altogether. The next day 
the voting for Namibia's constituent 
assembly begins. South Africa will 
withdraw the last of its troops from 
Namibia a week after the election re- 
sults are confirmed. 

Namibia will not get its indepen- 
dence until the constituent assembly 
approves a constitution. The UN 
hopes that will be by April 1990, 
when the mandate of its Transitional 
Assistance Group expires. If other 
constituent assemblies—think of Bra- 
zil's or Nigeria's—are anything to go 
by, the UN may be disappointed. With 
luck, however, the arguments will be 


| settled by July 1991, when the last 
| Cubans should have left Angola. 
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Senegal 
We vote, you pay 


FROM A CORRESPONDENT IN DAKAR 


EMOCRACY, said one of Dakar's 

lively private newspapers recently, is 
Senegal's main foreign-exchange earner. It 
pulls in generous amounts of the aid upon 
which the country's precarious economy de- 
pends. But these are hard times, as Mr 
Abdou Diouf's government seeks to imple- 
ment the economic stringency the Interna- 
tional Monetary Fund urges upon poor and 
indebted nations. 

Mr Dioufs nominally Socialist party 
has been in power since Senegal became in- 
dependent of France in 1960, and is easy to 
blame for the trouble. The opposition's call 
for sopi—change, in the Wolof language—is 
all the more potent because nobody knows 
just what sort of change Mr Diouf's critics 
stand for. Rioting, inspired as much by frus- 
tration as by political ambition, may now be 
endangering the country's precious demo- 
cratic asset. 

It all began in a muddle, on March 14th. 
President Diouf was away in Libya, and due 
back that night. The leader of the opposi- 
tion, Mr Abdoulaye Wade, said he had been 
invited to join a transitional government of 
national unity that would prepare the new 
election Mr Wade wants; he claims that the 
last poll, just over a year ago, was rigged. The 
invitation came, said Mr Wade, from the 
country's acknowledged strongman, the 
French-born secretary-general of the gov- 
ernment, Mr Jean Collin. 

Mr Collin's office at once denied the 
claim. Mr Wade, a lawyer, called the press 
back to his luxurious house and named the 
man who had carried messages between 
himself and the president. That intermedi- 
ary in turn confirmed that messages had 
been exchanged, but denied that there had 
been an offer of an election. 

Some people suspected that a deal had 
indeed been in the making, but was not ripe. 
The opposition politicians of the capital, 
Dakar, were confused, but called a dem- 
onstration anyway, which was joined by 
large crowds of bystanders and unemployed 
young men. Windscreens were broken, 
buses overturned; the police replied with 
tear-gas. Mercifully, no serious injuries were 
reported. That evening the president came 
home, denied the election talk and sternly 
warned Mr Wade, in the words of the 
French revolutionary Saint-Just: "Let there 
be no freedom for the enemies of freedom." 

Mr Wade's claim to have won last year's 
presidential election is not checkable. Most 
people agree that the figures were falsified, 
though probably not enough to change the 
result. But Senegal's democracy is threat- 
ened by more than voting figures. The So- 
cialist party wins at election time by 
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mobilising all the country's interest-groups: 
Islamic leaders, businessmen, the powerful 
civil service, even the French, who equip the 
army and provide the lion's share of Sene- 
gal's aid. 

No wonder the opposition is frustrated. 
Its main strength is in the independent 
trade-union movement, whose members 
(since there is practically no industry or 
large-scale employment outside government 
service) are mostly in the schools and uni- 
versities. Dakar's university has been closed 
for a month by a lecturers' strike, and the 
school-teachers’ union is now asking for 
similar pay rises. But the government's aus- 
terity programme leaves no money for such 
purposes. If democracy is indeed an eco- 
nomic commodity, it may soon be in short 
supply for one of its rare African exponents. 





South Africa 


The Thatcher 
factor 


N ANY deadlock, expect some wishful 

thinking. South Africa’s racial conflict is 
producing its fair share just now, because 
two of the leading actors have altered their 
positions. Russia, which helps arm the guer- 
rillas of the African National Congress, has 
abandoned its calls for revolu- 
tion: it now advocates negotia- 
tion with the white govern- 
ment. And South Africa's 
ruling Nationalists, having ac- 
quired a new and more flexible 
leader, seem willing to abandon 
some old racist formulas. 

Might these changes mean 
a chance to break the deadlock 
for the British prime minister, 
Mrs Margaret Thatcher, who 
will be in southern Africa at 
the end of March? The British 
have fond memories of the 
Lancaster House negotiations 
in 1979, when Mrs Thatcher's 
new government presided over 
the talks that ended Rhodesia's 
racial war. Britain's influence in South Af 
rica is smaller. Yet Mrs Thatcher is admired 
by many white South Africans, who fear 
economic sanctions as much as she disdains 
them. She may hope to lead a group of for- 
eign powers, including America and Russia, 
in mediating between white South Africa 
and the ANC. 

One day, perhaps. The newly pragmatic 
Russians may eventually be able to lever Mr 
Oliver Tambo, the ANC's president, out of 
his guerrilla war and into talks. The Rus- 
sians were perhaps hinting at arm-twisting 
to come when Mr Mikhail Gorbachev re- 


fused Mr Tambo an audience when he vis- 


Immovable 


ited Moscow this month. But for the mo- 
ment the two sides seem irreconcilable. 

Under the Angola-Namibia peace agree- 
ment, the ANC will lose its training bases in 
Angola. Since none of South Africa’s neigh- 
bours can afford to play host instead, the 
ANC might be expected to grab the chance 
to trade violence for negotiation. Yet two 
things push the other way. More and more 
of the ANC’s bombs are being planted by 
guerrillas trained inside South Africa, who 
may ignore restraining orders from their ex- 
iled leaders. More important, the ANC does 
not believe that negotiation would win it se- 
rious concessions ftom the South African 
government. On his return from Moscow, 
Mr Tambo reaffirmed his belief in the 
armed struggle. 

The Russians have no way of pushing 
South Africa into the concessions that 
would persuade the ANC to talk. The West, 
on the other hand, has some economic les- 
verage. Its limited sanctions are hurting tl 
economy; threats to impose more, or prom- 
ises to lift them, might sway South Africa's 
government a few degrees towards concilia- 
tion. The decisive influences, however, will 
come from within South Africa itself. 

The government has long offered to talk 
to the ANC if it renounces violence. After 
countless failures to negotiate a settlement 
with blacks outside the ANc, the govern- 
ment's offer has come to sound more ur- 
gent. In a speech on March 14th Mr Chris 





PW, resistible Mrs T 


Heunis, then the acting president, described 
the ANC as “nationalist’’; his previously fa- 
voured adjective was “terrorist”. 

Mr Johan Heyns, the leader of the white 
section of the Dutch Reformed Church, to 
which most of the government belongs, is 
more conciliatory still. Insisting on the 
renunciation of violence before negotiation, 
he says, is like refusing to treat an alcoholic 
before he gives up drink. The government 
has yet to move that far. Even if it did, it is 
not ready to concede real power to blacks. 
Mrs Thatcher is unlikely to play peacemaker 
on this trip. 
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EUROPE 


Go, go back, go Gorbachev 


APPILY for his well-wishers, both in 
the Soviet Union and in the West, Mr 
Mikhail Gorbachev does not face a proper 
test at the polls this week. Had the Soviet 
parliamentary election on March 26th of- 
fered voters the choice, it is not at all sure 
they would have chosen to keep Mr Gorba- 
chev in power. Yes, he has had remarkable 
access in foreign policy, and in promoting 
glasnost. But in a truly open campaign his 
opponents would have found plenty to at- 
tack in his economic record. 

Nobody really knows how fast the econ- 
omy has been growing under Mr Gorba- 
chev, because inflation is making Soviet sta- 
tistics look even more like Alice-in- 
Wonderland than usual. One western guess 
is that GNP has risen on average by 2-2!/96 a 
year in 1986-88, a bit better than in the early 
1980s. The figures look presentable only be- 
cause Mr Gorbachev's table-thumping 
forced nearly 496 growth out of the econ- 
omy in 1986. In the past two years GNP has 
risen much more slowly. Russians pay no at- 
tention to dubious statistics and just grum- 
ble that they are worse off than before. The 
queues have got longer, inflation is rising 
and a third of the Russian republic has ra- 
tioning of meat and dairy produce. 

In the West such an economic record 
“ould not make a brilliant election plat- 
_ im. Mr Gorbachev would also have trou- 
ble explaining why he made so many mis- 
takes early on. Four years into his rule, the 
list of policies he has had to abandon or 
tone down is surprisingly long. 

e Gosagroprom is the latest casualty. Cre- 
ated by Mr Gorbachev in 1985 as a super- 
ministry for agriculture, it rapidly became a 
bureaucratic monster (Russians joked that 
the beast was really invented by the CIA, and 
was the agency's supreme act of subversion). 
At the party's Central Committee meeting 
on March 15th, Mr Gorbachev announced 
the abolition of Gosagroprom. 

e The anti-alcohol campaign, also 
launched in 1985, was crude and counter- 
productive. Apart from upsetting vodka- 
lovers, it led to a huge increase of black-mar- 


ket booze, created a serious shortage of 


sugar (used in home-brew) and, not least, 
cost the state some 37 billion roubles in lost 
revenue in 1985-87. That is equivalent to 
about half last year's budget deficit, which is 
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helping to fuel inflation. The campaign was 
quietly relaxed last autumn. 

e The anti-corruption campaign, in par- 
ticular the so-called law on non-labour in- 
comes, was pursued with such zeal in mid- 
1986 that it threatened to throttle the 
supply of goods at peasant markets. The 
campaign had to be softened. 


e Gospriemka, the beefed-up system of 


quality inspection, was promoted with such 
enthusiasm that by the spring of 1987 up to 
3096 of factories' output was being rejected 
as substandard. That threatened to bring in- 
dustry to a halt. Gospriemka was cut back. 
e Sharply accelerated investment was Mr 
Gorbachev's plan. This resulted in a big rise 
in unfinished projects, and failed to produce 
the desired bias towards new machinery 
rather than new factories. Worse, by putting 
more emphasis on investment than con- 
sumption, Mr Gorbachev courted unpopu- 
larity. In 1988 he publicly shifted priorities. 
e The Law on the State Enterprise, 
passed in 1987, was advertised as the essence 
of perestroika. It has been a flop. Bureau- 
crats have continued to impose old-style 
planning by using state orders (goszakazy) 
or, where that fails, by claiming the right to 
give instructions for products “necessary for 


The dash for Bodaesüty 


the balancing of the economy". The new 
system cannot work without freer prices, 
but the politicians are scared of the inflation 
that would unleash, so for now they look 
like opting merely for a revision of centrally 
set prices. The enterprise law has lost credi- 
bility. Mr Gorbachev has not formally re 
treated from it, but he talks about it more 
and more modestly. 

Each change of course makes it that 
much harder for Mr Gorbachev to persuade 
Russians to take his policies seriously. It also 
becomes harder to detect a coherent set of 
ideas behind the economic reforms, let 
alone to know quite where they are heading. 
With the apparent failure of the enterprise 
law, what is left of perestroika? 

Quite a lot, even if the main impetus is 
not where it was expected to be. Mr Gorba- 
chev may have had some bad ideas, but at 
least he has had the courage to change them. 
He has learnt that attempts at quick fixes for 
Russia's troubles don't work. In foreign 
trade he has had the sense to improve his 
reforms—those allowing joint ventures with 
the West, and loosening the state's monop- 
oly of foreign trade—when it was clear that 
they were inadequate. And in two areas he 
may yet bring off a genuine revolution. 

One is private enterprise, camouflaged 
as "co-operatives" to make the idea sound 
socialist. The law on co-ops passed last May 
was by far Mr Gorbachev's boldest piece of 
economic legislation, allowing what are in 
effect private businesses of any size and in 
almost any activity. Resistance is fierce: in 
December the resisters managed to ban or 
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. FROM OUR SPECIAL CORRESPONDENT IN BRUSSELS 





AKE a computer with a clever model 
A of how the Soviet economy works, 
eed in assumptions about investment, 
sroductivity and even the weather, then 
sk it to say how fast Soviet growth will be 
ip to the year 2000. What do you get? De- 
ressing news for Russians, as well as the 
ual doubts about the credibility of this 
ort of exercise. — . 

^ The computer model is called sovsiM 
nd was.developed by economists at the 
JA. Their latest report has just been re- 
eased by NATO. lt does not claim to pro- 

















strict co-ops from competing in some lines 
business. Still, by the end of last year the 
umber of people working in private busi- 
nesses had grown to nearly 2m. Unlike other 
eforms, which tinker with hierarchies and 
regulations, this does something every 
Marxist knows is much deeper: it changes 
he pattern of ownership. — 

» That is what he is also trying to do in 
arming, which has now. got the pride of 
Jlace in perestroika many people thought it 
hould have had from the start. He wants to 
yake farmers “masters of the land" by en- 
uraging lease contracts lasting up to 50 
or even longer. Here too resistance is 
ful. At lastweek's Central Committee 
ng Mr Gorbachev had to tread care- 
, saying that the farms should be able to 
riment with diverse forms of organisa- 
let them compete to see which works 
It is a wise approach (an all-out cam- 
n for leasing would have risked another 
arrassing failure). But it also means ac- 





battle—with the change-resisters. 

That is one of the main lessons Mr Gor- 
v seems to have learnt in his four years 
ver. 





His enthusiasm for reforms is un- 
hed. But it is turning out to be a far 
ore straggly process than expected. 
1 assault on the industrial heart of 

is having to wait. Russians are 
improvement in 


: for Mr Gorba- 





orbanomics and growth 


g a long war—rather than a quick, de- . 


vide a forecast of growth, merely "projec- 
tions" of the range of possible growth 
rates under three different responses to 
perestroika: “Gorbachev wins" (after a 
few years of disruption, the reforms are a 
complete success), "Gorbachev loses" 
(same initial disruption, but the reforms 
then fail); and “Gorbachev doesn't mat- 
ter" (the reforms make little difference). 
The range of projected growth rates is 
strikingly narrow. Even under the best as- 
sumptions—including fair weather for the. 
farms-—SOVSIM says Soviet GNP will grow 
by only about 396 a year in the 1990s. 
That is respectable, but hardly matches 
Mr Gorbachev's ambitions and, accord- 
ing to the report, would not be enough to 
narrow the technology gap with the West 
in this century. Under the other scenar- 
_ ios, GNP would grow by only 11/296 a year 
.in 1991-2000. 


Like any econometric model, SOVSIM is 


only as good as the data fed into it, t, and . 


Greece 
Coalition ahoy 


TORM-BATTERED, listing and down 

in the water, Mr Andreas Papandreou 
will not necessarily sink before he reaches 
port. Greece's prime minister has just had 
an awful couple of weeks in parliament, in 
the Greek press, and in the denunciations of 
demonstrating Athenians. Dismasted he is 
not. He has found a device that may, even 


now, carry him and his Socialist ; party home 


in the election due in June. 

Mr Constantine Mitsotakis, the jener 
of the conservative New Democracy party, 
brought a motion of no-confidence to a par- 
liamentary vote on March 13th. It failed by 
155 votes to 123, the Communists and sóme 


-other left-wingers abstaining; but it was no 


victory for the government. Mr Mitsotakis 
was pungently articulate. The prime minis- 
ter provided no satisfactory answers to the 
opposition leader's questions about minis- 
ters' relations with Mr George Koskotas, the 
Greek banker now in an American jail while 
the Greeks try to extradite him. Mr 
Papandreou’s defence consisted, once again, 


of saying that the Bank of Crete scandal was - 


an American.plot to overthrow Greek 
socialism. 
There are Greeks who will believe this; 


but not all of the Socialist party will, it turns 


out. Three Socialist deputies, all former 


ministers, abstained in the vote. They were 


at once summarily dismissed from the party 
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should be taken with a hefty pinch of salt. 
Still, the Russians seem to think it mat- 1. 
ters. The results of the study were re- =- 

ported in the Soviet press—less to | 
emphasise the gloomy outlook for the So- | 
viet economy than to lend NATO's weight 


| 
| 
| 
| 
| 


to the claim that the “Gorbachev wins" 
scenario is is best for Russia. 


by Mr Papandreou, a thereby cut its Val 
liamentary majority by half. Two: days | ater 
the prime minister, hoping to propitiate the 
gods of public opinion, committed what was 
instantly called the “Sacrifice of Agamem- 
non”. After a meeting with the prime minis- 
ter the man whovhas had some of the worst 
Bank of Crete mud flung at him—Mr Aga- 
memnon Koutsoyiorgas, formerly deputy 
prime minister and minister of justice, right- 
hand man to Mr Papandreou—submitted 
his resignation from the government. 

The ensuing cabinet reshuffle raised 
more questions than it answered. Only one 
of the three ministers alleged to have hat 
links with Mr.Koskotas was dropped. TH 
retired judge who had earlier been ap- 
pointed to succeed Mr Koutsoyiorgas as jus- 
tice minister (when the latter tried to get out 
of the storm by moving to another job) was 
replaced by a party loyalist. | 

But Mr Papandreou had something bet 
ter to hand. On March 16th the prime min- 
ister tabled the bill by which he proposes to 
change Greece's electoral system from its 
present mild form of proportional represen- 
tation to a purer sort. In effect, the bill 
would make it fearfully difficult for any one 
party to win a parliamentary majority, as dis- 
tinct from a mere plurality... 7 

To change the voting system in this way 
is, of course, an admission by the Socialists. 
that they have virtually no hope, come June, 
of reproducing their present majority under 
the current system. Their consolation is that 
the new scheme: might also deny New De- 
‘mocracy a majority. Tris reckoned that New 
Democracy: wi uld n : 
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a ten-point | lead over the runner-up party to 


- get 151 out of the 300 seats. In 1985 the So- 


cialists got their majority with less than 46% 
and a five-point lead over New Democracy. 
The proposed new voting system, how- 
ever, is more cunning than that. It con- 
strains the two big parties by offering the 
prospect of more seats to smaller ones—not 
least, Mr Papandreou will be reflecting, the 
Communists. It may now be possible for the 
Socialists, even if they lose a lot of votes, to 
cling on to power with the help or tolerance 
of the Communist party. The last time the 
Greek Communists held cabinet posts was 
in 1944, before the civil war broke out. The 
temptation to end 45 years in the wilder- 
ness, despite the risks of association with the 
scandal-splashed Socialists, must be strong. 





France 


^ new force 


FROM A PARIS CORRESPONDENT 


HE Beurs, or French-born Arabs, are 

coming out of the political shadows at 
last. In this month's local elections large 
numbers of them stood for office. It was the 
first really concerted campaign to get French 
citizens of Arab origin elected, and it seems 
to have paid off. 

All told, 572 Beurs sought seats on 
municipal councils. They ran in many differ- 


ent cities and for a variety of parties, except. 


the anti-immigrant National Front. About 
390 of them got in. One of France's newest 
cities, Evry, just south of Paris, is to have as 
deputy mayor a law-student Beur, Mr Rabah 


Local heroes 


FROM OUR PARIS CORRESPONDENT 


HE Socialists were the big winners in 

France's local elections. Allies of the 

prime minister, Mr Michel Rocard, did 

especially ^ well: Mrs Catherine 

| Trautmann, for example, won Stras- 

| bourg, becoming the only woman big- 
| city mayor. 

The mainstream right could have 
hung on in Strasbourg, as elsewhere, but 
for the anti-immigrant National Front, 
which it would have nothing to do with 
officially. Blaming conservative setbacks 
on disunity, Messrs Valéry Giscard d’Es- 
taing, a former president, and Mr Jac- 
ques Chirac, a uisi prime minister, 
called on the centre-right and neo-Gaull- 
ists to team up for the European election 
in June. As if to make their point, the 

leader of one of the main centre-right 
parties, Mr Pierre Méhaignerie, at once 
said no. 
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Tounsi. Many young Beur women 
complain of the restrictions of male- 
dominated Muslim culture. Signifi- 
cantly, a large number of women 
stood as candidates. A Beur of Tuni- 
sian origin, Miss Marjova Cocozza, is 
taking over as deputy mayor in 
Brancy, another Paris suburb. Most 
of the Beur winners are young—their 
average age is around 25—and for al- 
most all this will be their first real 
taste of government. 

The campaign to put Beurs in the 
mainstream is the brainchild of Mr 
Arezki Dahmani, an economics pro- 
fessor from Paris. Less well known 
than Mr Harlem Désir, the leader of 
sos-Racisme, a lobby against racial 
prejudice, Mr Dahmani is a believer 
in assimilation. Four years ago he was 
behind the setting up of France Plus. His 
aim was to persuade more of France's 22m 
citizens of Arab descent to register as vot- 
ers—some m had done so by 1985—and 
to persuade politicians to find a place for 
them on their municipal lists. 

In three separate campaigns the voter- 
registration drive has netted another 2m 
North Africans, Mr Dahmani says. His suc- 
cess at getting candidates on lists can be 
measured against how few stood in the pre- 
vious local elections, in 1983. This was the 
moment when the far-right, Arab-bashing 
National Front burst on the scene. Only 12 
Beurs were elected. 

For the Beurs, the path to integration is 
still full of obstacles. Many candidates met 
hostility from families as well as harassment 
from racist opponents. Some, including a 
Beur running in Lyons alongside Mr Michel 


French local elections 


Results of elections on March 12th and 19th 
for 392 cities of over 20,000 inhabitants: 


Most incumbents did well. But age 
had its risks, especially in Alsace, where a 
generation of old centrists was swept 
away. In this region next to West Ger- 
many, France's Greens did best, winning 
a quarter of the votes in Colmar. Alsace 
was good also for the far right, as was 
some of the south, although its national 
vote fell. 





Zooming into politics 
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Noir, the victorious neo-Gaullist, pulled out 
before the election. In Annemasse, in east- 
ern France, leaflets apppeared likening a 
Beur candidate to Ayatollah Khomeini. In 
Poitiers, where in 732 Charles Martel held 
off an Arab raiding party, local newspar ers J 
called on voters to elect another Martel tc 
stem the Muslim tide. 
The Beurs' next chance to show their 
strength is the European election in June 
The Beurs could have six candidates in the 
European Parliament, Mr Dahmani hopes. 
On the basis of this month's local-election 
results, getting a seat or two there is not en- 
tirely a dream. 
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The Pope and Eastern Europe 


Papalstroika 


AU a quiet spell, Pope John Paul 2 
Ostpolitik is on the move. He has 
several trips back to his native Poland, mo: it 
recently in 1987, but has yet to visit the 
other countries of Eastern Europe and the 
Soviet Union. That is about to change. — 

A more liberal law on church affairs is in. 
preparation in the Soviet Union. On March. 
10th the Vatican announced the appoin 
ment of new residential bishops for t = 
Lithuanian cities: Kaunas, Telsiai and Vil k 
nius. This is a big step towards the full re 
toration of the church in Lithuania, 70% of j 
whose 3!/2m people are Catholics. The most. 
significant appointment was that of 77-year- à 
old Monsignor Julijonis Steponavicius < 
the archbishop of Vilnius, the republic’ s 
capital. He had been freed last year from 27 
years of exile inside the Soviet Union. = 
month the Soviet authorities allowed the 
consecration of the cathedral in Vilnius, in 
the presence of 30,000 people. The cathe: 
dral had been confiscated in 1949 and her 
used as an art gallery. 

The Pope is keen to visit the » 
Union, where his flock is believed to num- 
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g with ihe cr 
he way has already been cleared m the 
$ visit to Hungary, in September 1991. 

es for the faithful are even now on sale 
apest. The government, which once 
d the visit, announced the date on 
h 21st. It had.wanted the Pope to come 
ner. His recent strong support for the 


¿of Hungarians in Romania. But the 
ican was interested in extracting more 
cessions from the regime before a visit: 
reinstatement of religious orders banned 
1950, and the closure of the Office for 
hurch ‘Affairs, which has long kept church 
ife under close control, The Vatican now 
seems satisfied that it will get most of what it 
wanted. 

y Oddly, the Pope's most controversial 
move may not be in his Ostpolitik, but in his 
Westpolitik. It is rumoured in the Vatican 
that he is planning to appoint Bishop 
ons Nossol of Opole in Poland to fill the 
cancy in Berlin. Bishop Nossol is half-Ger- 
an and has lectured on moral theology at 
German universities. The Pope feels 
^ the church in the materialist West 
ds spiritual help from the cu so why 
nd a fellow Pole! 








A est Germany | 
ohl i in retreat 


C OM OUR BONN CORRESPONDENT 


'E LOVES to keep people guessing. jos 
before leaving the political storms in 
for an Easter rest, Mr Helmut Kohl let 


id other changes "not just affecting 
e"; He did not, maybe could not, elab- 

Whatever plan he is.concocting in his 
eat in the. Austrian Alps, it will have to 
ood if he is to stem the mounting chal- 

age to his leadership. Too big a revamp of 
:abinet and policy: might be taken as an ad- 
nission of failure; a small one could seem 


FISOT Y, 
© Mr Kohl has been i in tight seats before 
64. 





ihts of minorities is felt to have helped the , 


hat he was pondering a cabinet reshuf- 


free. Whatever ‘his tria 





- head of government, he knows the Chris- 


tian Democratic Union, the party he has led 
for 16 wears, inside out. He has often 
counted on its loyalty. But that loyalty is 
now fraying. The Christian Democrats have 


E lost ground in six consecutive state elec- 

: Ks have by Bethe ay on en a pass - $ 7 
mula under which churches taken- 
rom d the idi Catholics E be. 


tions, their rating in opinion polls is at its 
lowest for decades, and they face a new chal- 
lenge from far-right parties that did well in 
recent elections in Berlin and Frankfurt. 
Christian Democratic members of par- 
liament blame much of that on government 


-. muddle. They also grumble that Mr Kohl is 
so busy compromising with the liberal Free 


Democrats, the junior partner in the coali- 
tion government, that he has lost touch with 
his own party. On March [5th they staged 
their first revolt since Mr Kohl became 
chancellor, telling him to take away a pack- 
age of child-benefit and other measures he 
had just wrapped up with the Free Demo- 
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European Commission 


| eyes are r 
European Parliament on June 18th, as well 
as on municipal polls in the Saar land and in 
Rhineland-Palatinate (Mr Kohl’s home 
state) on the same day. A lot of Christian 
Democrats already think that if the party is 
pummelled again in June it will stand little 
chance of winning the general election next 
year with Mr Kohl as its leader. The pressure 
would then be on to dump Mr Kohl as chair- 
man, and maybe later to prise-him out of the 
chancellorship too, probably in favour of 
Mr Lothar Späth, the popular premier of 
Baden-Württemberg. 

Mr Kohl may yet swing the advantage 
his way again with new faces in the cabinet, 
some drawn from, and so helping to placate, 
the parliamentary party. And he plans to 
throw all his considerable weight into the 
June campaign. Still, he needs all the rest 
and good ideas he can get this Easter. 
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The locomotive of 1992 





In his third article on the European Community's institutions, our Brussels 


correspondent looks at its mig 


R JACQUES DELORS and his 16 tdi 
leagues at the European Commission 

are the best-paid politicians in Europe, tak- 
ing home more than $150,000 a year apiece 
after tax (and before perks). This is the f- 
nancial reward for running the institution 
which is the heart, if not the soul, of the EEC. 
It is not just the salaries of the commission- 
ers and the 12,000 people on their staff that 
are unmatched; the organisation itself is 
unique. It is both a civil service and the 





bureaucracy 


nearest thing the EEC has to an executive 
branch of government. The commission's 
job is to prepare and propose new policies 
and laws for the Community and to ensure 
that decisions, once taken, are carried out. 
'Nohe of dié« commissioners is elected to 
his or her job, although some give up politi- 
cal posts at home to come to Brussels. They 
aré nominated by their governments and 
then supposedly become thoroughly Euro- 
pean by.swearing an oath renouncing the 
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Malta offers unique 
investment opportunities 
and Mid-Med Bank is there 

to assist you in setting root 

and cultivating your 
industry. Our experienced 

Managers will assist vou 

not only in achieving the 

most favourable financial 
package deal but in making 
you acquainted with our 
industrial climate. 

Get started in Malta on a 

fertile patch. Write today 

Bs for information about the 

. extensive range of Banking 

facilities available to: 

























The General Manager, 
Mid-Med Bank Limited, 
Head Office: 

233 Republic Street, 
Valletta, Malta. — 
Telephone: 625281. 
Telex MW 1370.. 
Telefax: 230406. 





^ Mid- Med Bank 


 Maltà's Largest Bank 





| For detailed information about Off-Shore Manufacturing in 
Hong Kong, contact the following Hong Kong Government 


| Hong Kong works 
| 


Industrial Promotion Offices: 

London Fax: 01-493-1964 Tel: 01-499-9821 
"Tokyo Fax: 03-446-8126 Tel: 03-446-8111 

Brusseis . Fax: 02-640-66-55 Tei: 02-648-39-66 

New York Fax: 212-974-3209 Tel: 212-268-7232 
San Francisco Fax: 415-421-0646 Tel: 415-956-4550 

Hong Kong Fax: (852) 3-504633 Tel: (852) 3-7222434 


5 Canton Road, Kowloon, Hong Kong 







Ref: E 


f One Stop Unit, 14/E, Ocean Centre, 
HONG KONG GOVERNMENT INDUSTRY DEPARTMENT 
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OPTACIS""" is a proprietary product of Cargill Investor Services inc, a wholly owned but indé 
managed subsidiary of Cargill inc. CIS is a leading intemational broker in futures and 


















LPS are now offering their second quaranteed fund, London 
Portfolio Guaranteed Company il Ltd. The Fund's aim is to 
achieve a high rate of return through trading international 
futures contracts. It is registered in Bermuda. 


* Capital Guarantee A major international bank guarantees 
to the Fund the return of an amount equal to the initial 
invested capital when the Fund matures in dune 1994. 


* Strategic Investment Futures funds are an important 
element in a diversified portfolio. Furthermore they can profit 
from rising or falling markets. Through the international futures 
clearing broker, Cargill Investor Services Inc. (C I5], and the 
expertise of LPS in guaranteed funds, LPG I! offers highly 
professional and effective access to this key investment sector. 



























emp loved the OPTACIS™ program, à | proprietary advanced 
computer system for the combination of futures investment 
advisors. While past performance is no quarantee of the future, 
OPTACIS™ has selected a combination of Trading Advisors 
showing an historical compounded annual rate of retum on a 
pro-forma basis of 





* No Sales Charge Substantially all investors’ capital is put to 
work. Minimum investment $30,000. 














| Krems m lid. 
An investment offering sponsored by: 
London Portfolio Service plc, 
101 Neptune House 


Gibraltar 
Tel: (350) 79120 - 
Fax No: (350) 78428, Tix No: 2378 GET GK 


This advertisement does not constitute an offer to sell shares. 
Applications for shares in London Portfolio Guaranteed Company Il 
Ltd. will only be considered on the terms of the Prospectus. 

For further information and a copy of the Prospectus please contact 
LPS direct or fill in the coupon. 


Aam e ed — ome e Hm m nm m amm Hmm me nne Ho Hn he 


Please senda Prospectus to: 
Name: 
Address; 








Country: 


Telephone if necessary on: 
Offer closes 1st May 1989. 
His essential to include your telephone number in case prospectus needs to be couriered, 




















































































dues for the righ 





ne else have a say. This may be just as 
Though most of the present commis- 
ners would pass the John Tower test for 
ty and sexual behaviour, some of their 
ecessors would certainly have failed. 
zommissioners take few big EEC deci- 
those are the responsibility of the 
bers-of the national governments, who 
Council of Ministers. The com- 
powers to act on its own in only 
; competition policy and farming. 
ing to extend its direct authority to 
sralisation of telecommunications, 
little-used provision of Article 90 of 
'reaty of Rome. But it now finds itself in 
dock at the European Court of Justice, 
dof exceeding i its powers. 
ommission's main role is as the in- 
f EEC policy: the Council of Minis- 
ri take decisions only on the basis of 























lo proposal means no policy. 
inisters are free to accept or reject the 
ssion's proposals. They can modify 


mmission can be persuaded to amend 
it detects the required majority 
rging around something not too far re- 
ed from its draft. 

The Single European Act, which simpli- 
d EEC decision-taking to help the 1992 
oject along, affects the council and parlia- 
t more directly than it does the commis- 
But it has made the commission 
A. majority vote by member-states, 
‘of unanimity, is now enough to get 
ingle-market decisions passed. If the 
mission reckons that a particular pro- 
al will be opposed by, say, only Britain 
Vest Germany, it can forget about their 
ility and draft something palatable to 
‘other ten. When unanimity was re- 
d, the commission had to submit drafts 
dyne enough to be acceptable to all. 








ule of Delors 

ing within the commission as it draws up 
roposals i is based on one vote per com- 
sioner. There is no weighting according 
he size of their country of origin, as there 
-the council. But size is taken care of to 
xtent that the five biggest EEC mem- 
~West Germany, France, Britain, Italy 
. Spain—each have two commissioners 
the other seven only one apiece. 

Not that commissioners are supposed to 
along national lines (remember that 
of independence). But old party alle- 
ices and future patronage can influence a 
imissioner's. attitude. Mr Delors himself 
riticised by some of his colleagues at the 
oment for taking a line too favourable to 
e French on problems i in the car industry. 
/hen commissioners do overcome national 





overnments have so far refused 1 to let 


osals submitted to it by the commis- 


only by a unanimous vote; but usually 
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prejudices and pressures, they often get few 
thanks from those at home with the power 
of appointment. A former French commis 
sioner, Mr Claude Cheysson, was accused of 
betraying France by the then prime minis- 
ter, Mr Jacques Chirac, for backing a draft 
commission proposal which went against 
French farming interests. Lord Cockfeeld, 
the main promoter of project 1992 in the 
previous commission, irritated Mrs 
Thatcher by his stance on tax 
harmonisation and was brought home by 
her last December as punishment. 

Although not loved by colleagues, Mr 
Delors is the most effective president the 
commission has had over the past 20 years. 
Not since Walter Hallstein, its first head, has 
there been a strong president, or a strong 
commission. The commission seems to need 
a workaholic at its head if it is to act as the 
locomotive of the EEC, as the authors of the 
Rome treaty intended. Flunkies around Mr 
Delors like to address him as President 
Delors, as if running the commission were 
akin to governing the United States or 
France. Others are less kind. Mr Willy De 
Clercq, the easy-going Belgian in charge of 
external relations in the previous commis- 
sion, describes Mr Delors’s bullying of his 
colleagues as "intellectual terrorism”. 

Mr De Clercq, like Lord Cockfield and 
Mr Cheysson, was not renominated by his 
government to the commission which took 
over at the beginning of this year. Commis- 
sioners are appointed for a four-year term. 
The present lot are there until the end of 
1992, the deadline for the creation of an 
EEC-wide single market. The president and 
six vice-presidents are named formally for 
terms of two years only. Mr Delors’s man- 
date is up for renewal at the end of next 
year, which gives any government unhappy 
with his stewardship a chance to have him 
removed. No one yet has been thus vetoed. 

The commission meets once a week, 
generally on a Wednesday. Individual com- 
missioners submit their first drafts of EEC 
legislation for discussion by the full commis- 


gs are prepared by the” 
of the commissioners" private offices, g 
ir efs de cabinet. It takes skill to steer a 
proposal through the conflicting national 
and political interests of the commissioners. 
Woe betide a commissioner whose chef is 
unskilled in wheeling and dealing. 

The chefs, some of them on short con- 
tracts like their bosses, are regarded as COW- 
boys by some of the Commission’s 22 (soon 
to be 23) directors-general. These are the 
Bee with up to 30 years’ service in Brus- 
sels, at the top of the EEC civil service. Each 
directorate-general i is attached to one com- 
missioner. The directors-general : are in the- 
ory senior in rank to the chefs but are forced 
to deal with them as equals because the chefs 
control access to their common boss. 

Promotion to the rank of director-gen- 

eral, or to lesser posts, depends only inciden- 
tally on ability. An internal survey pub- 
lished in a fit of glasnost last year showed... 
that Eurocrats themselves listed the first cri 
terion for promotion as wh 
rather than what you know ember-gov- 
ernments carefully monitor promotions of 
their nationals within the’ eomm ission. 


jobs for the big boys - 


The big members like to make sure that they 
get their share of the top jobs. The five larg- 
est member-states have bagged 19 out of 27 
posts of director-general or equivalent rank; 
France and West Germany have done par- 
ticularly well (see table). Some directorates- 
general are also considered to be at least 
partly under the influence of one nationality 
or another. The. directorate-general for com- 
petition (DG 1V in Brussels-speak) is consid- 
ered a “German” department, while DG vi 
(farming) has a French tinge and DGs 1 (ex- 
ternal relations) and xv (financial services) 
have tended towards Britishness. 

Further down the hierarchy, the mem- 

















ber-countries are more relaxed about the - 


share-out of jobs. Luxembourg (populatio: 
360,000) has 52 "grade A" administrative 
posts, Britain (population 56m) only 354. If 
you count assistants, secretaries, drivers and 
so on, then Belgium—the host country— - 
has more Eurocrats than France and West 
Germany combined. 

Eurocrats do not have diplomatic sta- 
tus. They do have a few well-chosen perks— 
generous allowances and easy taxes—which 
leave them much better off than their na- 
tional counterparts. But some people occa- 
sionally take a loss to serve on the commis- 
sion. One of these is Mr Abel Matutes, the 
commissioner responsible for relations be- 
tween the EEC and part of the third world. 
He has large banking and business interests 
in Spain, On arrival in Brussels, Mr Matutes 
was informed that all Eurocrats were al- 
lowed to buy their first car tax free. ' "Can I 
buy a ae ae Sae C 
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re revolutionizing the Way 
ur clients manage risk. 


. At Chase, we're uniquely equipped to help our clients create 
strategies which minimize unwanted exposure to fluctuations in 


These are some important reasons why. | 
- First of all, there's our centralized book. Which gives our clients 


cause it provides the advantages of a 24-hour service, an integration 
of all our risk management products, and access to our global network. 
— Our size is also key, because unlike most other financial institu- 
ons, our presence in over sixty countries allows us to blanket the 
global market and generate any number of unique opportunities. 
. But perhaps what really makes our approach revolutionary is the 
eative thinking of our team of capital markets specialists. 
Drawing from a full repertoire of risk management products, and 


to find out more about how we can help you better manage 
call your nearest Chase representative: New York: Jim MeVay 
80/London: Nick Robinson 726-5000/Tokyo: Hasan 
100/ Hong Kong: Matt Hoffman 843-1277/Sydney: 
| 250-4387/Toronto: Daniel Leclair 585-3406. 
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In today s unfamiliar territory, 


you need an experienced guide. 


Once you could do the bulk of your business in familiar 
financial landscapes: London, Frankfurt, Tokyo, New York. 
Today, you may have to enter more difficult territory. 


Where currencies are non-convertible. Or funds difficult 
to repatriate. Where the economy is volatile. Or the political 


environment uncertain. 
It's here that Bankers Trust is superbly equipped to help. 


Many of the kinds of merchant banking transactions you 


need to do, Bankers Trust has already done for itself. 
Our experience is first hand. Second to none. 


Last year alone, over 100 multi-nationals turned to us. For 
asset swaps, debt purchases, financings, local capital markets 


transactions. We guided every one to a successful end. 
If you ve got such transactions to do, talk to us. 


Today as never before, the best guide is one who knows 


the territory first hand. 


Bankers Irust Company 
Because today isnt yesterday. 


Latin America/Africa/Eastern Europe/Middle East 


INTERNATIONAL BANKING 





Away with the past 


HE consensus that has dominated and defined 

banking is breaking up. Traditionally bankers 
have felt happiest doing whatever it is that other 
banks happen to have been doing. This complacent 
gregariousness is ending, a process accelerated all 
around the world by deregulation and increasing 
automation. This is changing what a bank is and 
what it does. 

Already, commercial banks look far more like 
onventional businesses than they did a decade ago. 
[hey are ranking themselves by profitability, espe- 
cially return on equity, rather than simply by size. 
This is in response to pressure from their sharehold- 
ers as well as to the need to raise more capital. The 
new rules on required capital for commercial banks, 
agreed in 1987 under the auspices of the central 
banks’ central bank, the Bank for International Set- 
tlements (Bis), and due to be implemented by 1992, 
will reinforce this new and welcome emphasis on 
profits. 

The Bis rules, though designed to encourage 
banks to be prudent, will also compel them to use 
their capital more effectively. Already banks are an- 
alysing the profitability of the businesses they are in; 
increasingly they will pull out of activities which do 
not provide a proper return. That may sound obvi- 
ous, but it has not been the norm up to now. Such 
hardheadedness might have prevented some of the 
banking disasters of the 1970s and 1980s—the 
overlending to Latin America, the squandering of 
£2 billion ($3.8 billion) on buying and refitting Lon- 
don stockbrokers at the top of the market. It will 
also prompt banks to specialise. 
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The stockmarket, rather than the central bank, 
is the most influential controller of today’s and to- 
morrow's businesslike banks. Thanks to the Bis’s 
determination to make shareholders' funds the nu- 
merator of a bank's size, ambitious banks will de- 
pend on the stockmarket (rather than selling debt 
to other banks) for fresh capital—and for their 
independence. 

Even the Japanese banks, which issued a stag- 
gering Y3.4 trillion ($26.5 billion) in equity last vear, 
might find raising capital harder next time if they do 
not use the money to improve their comparatively 
poor profitability. In smaller and choppier stock- 
markets, banks may already be facing their last 
chance. Britain's Barclays Bank which had a record 
£920m rights issue last year—its third big equity is- 
sue of the decade—admits that if it fails to meet its 
self-imposed targets for profitability it might find its 
shareholders unforgiving and unforthcoming next 
time it asks them for money. Deregulation and the 
new technologies are shaking the structure of bank- 
ing to the core. Banks that fail to please the stock- 
market run the risk of being taken over. 

Most industries emerging from over-regulation 
suffer from over-capacity. In this, banking is no dif- 
ferent from airlines or steel firms. In America, Japan 
and Europe there are too many banks. Consolida- 
tion is usually deregulation's immediate conse- 
quence. Last year saw the first successful hostile 
takeover of a big bank when, after a year-long strug- 
gle, the Bank of New York at last acquired Irving 
Trust. Appeals by Irving to the Federal Reserve 
drew a stony response. 


Deregulation, 
technology and 
the novel need to 
make profits are 
all changing the 
image and role of 


a bank. Will 
Ollard reports 















. In Europe mergers have so far been friendly; but 
this need not always be the case, as Lloyds Bank 
showed with its unwanted bid for Standard Char- 
tered in 1986. The Hongkong and Shanghai Bank- 
ing Corporation's minatory 1596 stake in Midland 
Bank is concentrating the minds of Midland's exec- 
utives on improving their bank's performance. In 
Japan the bigger and more prosperous city banks are 
beginning to muse about buying other established 
banking outlets rather than building up their own 
regional networks from scratch. 

Acquisitions make particular sense now, be- 
cause big banks are technologically sophisticated 
enough to achieve economies of scale—if they try 
hard enough. The Bank of New York, for example, 
estimates that its takeover of Irving will allow it in 
three years to slash 2096 off the costs of running 
itself and Irving independently. As banking moves 
- further from manual paper-shuffling to electronic 
processing, such savings from blending size with 
technology will become increasingly attractive. — 
As bank takeovers become more common, skill 


in fitting the banks’ systems together will become 


invaluable. Getting that right or wrong can often 
make or break a bank merger. In America super- 
regional banks such as First Union, North Carolina 
-National Bank (NCNB) and Bank of New England, 
which have grown by mergers, might have a compet- 
tive advantage when the last of the important bans 
on interstate banking gets swept away in 1991. 

Not managing to unlock expected economies of 


"scale in a merger can be fatal. Although the dire 









state of the Texan economy. doomed the First 
Republic/InterFirst merger to disaster, the denoue- 
ment (and a $5 billion bank rescue) was hurried 
along by the management’s inabiliry to crunch the 
two banks’ systems together. Right until the end, 
InterFirst and Republic banks had to process each 
others cheques separately. Now NCNB has to sort out 


that mess. 


Bigger and better 


Mergers make sense when, as is happening now, big- 


ger banks find it easier to earn profits than smaller 


ones. This pattern is clearest in America. In 1988 
America's 14,000 or so banks made around $25 bil- 
lion in post-tax profits. About 7096 of that was 
made by America's biggest 35 (measured by assets). 
That is a dramatic change in a decade. Ten years ago 
America's smaller banks supplied the bulk of the 
industry's earnings. In un-deregulated 1979, for ex- 
ample, the small banks made $8.6 billion, while the 


biggest 35 banks made only $4.3 billion. One reason ^ 


for this change is that mergers have created new re- 


 gional and super-regional banks, able to exploit the 


pen relaxation of America's interstate banking 
ans. — | 

Being bigger does not automatically produce 
profitability. Yet the biggest 35 American banks 
have increased their profitability as well as their 
profits. Their average return on assets has risen in 
the past five years from 0.696 to around 0.996 in 
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"The cornerstones of our 
ancial plan can be seen in the 


moments of last year's progress. 


in 1988, we will continue to build 
our equity base, strengthen the risk 
profile of our balance sheet and 
zealously manage our expenses. 
"Our business plan is equally 
unambiguous. Based on an inten- 
sive strategic planning process that 
has engaged all levels of the organi- 
zation, we will build upon our 1988 


progress and bring an even sharper 
. . focus to our core business activities. 
- Our decisions will evolve from the 


special characteristics of our Cus- 


tomer base and the returns we can 
achieve by delivering value-added 
services to that base. In this regard, 
our customer franchises can be 
viewed from the standpoint of 

the two specific core markets 

we serve: 

“First, the global wholesale 
market and, within it, our especially 
strong domestic corporate clientele. 

. "Second, the regional market 
of the tri-state area of New York, 
New Jersey and Connecticut, where 
we have had decades of success 
serving consumers, small business- 
es and middle-market companies. 





alone, nationwide business finance 
company, is a major player in both 




















"The CIT Group, our stand- 


core markets. 

"In approaching our core | 
markets, we intend to structure th 
corporation in a way that will se 
our valued customers most effec : 
tively and in the most coordinated 
manner. The final result wilbea 
more sharply focused Manufacturers : 
Hanover with the financial strength | 
and capacity to expand our base of | 
business and generate higher levels 
of core operating earnings — — 


John F MoGübcuddy 
Chairman of the Board and 
Chief Executive Officer — 
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It doesn't matter what kind of 
business you're in. The point is 
this... trading in Turkey is easier all- 
around with İşbank on your side. 

Much more than a bank, we're 
Turkey's major business concern, 
industrialists in our own right as 
well as commercial leaders. So we 
understand the business needs of 
business people at first hand. 

So much so that our managers 
and advisers can take a very quick 
gnp of what you need... however 
specialised your work ts. 


TO COMPLETE YOUR TEAM IN TURKEY, FIT US IN. 


Providing market information. 
Advising on deals. Helping with 
projections. And, of course, acting 


as your bank in Turkey... with our @ 
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most progressive automated network 


handling local transactions and 


international transfers with equal 
speed and case 

İşbank is Turkey's largest private 
commercial and highly experienced 
bank. We have 946 domestic 
branches, as well as branches and 
representative offices in Europe. 

Combine this with our intimate 
knowledge of domg business in 
Turkey, and you'll see why you 


should fit us into vour team 


PART OF YOUR TEAM IN TURKEY 


Branches in the Turkish 
Republic sí Narthern Cyprus 
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ir prof y sag from a return on assets of 
en yea rs ago to less than 0.6% in 1988. 
2 America's biggest banks have become more 
E profitable for two reasons. One is that, through 
. | economies of scale and better management, they 
un have been able to handle more business and unit 
{> costs have fallen. The main reason, however, is that 
zs big banks have had enough muscle and savvy to in- 
- | crease their revenues, especially their non-interest 
3 (or fee) i income. This has enabled them to withstand 
_. ahorrifying deterioration in the quality of their loan 
x portfolios and the consequent increase in loan-loss 
provisions. Throughout the 1980s the big Ameri- 












nual rate of over 20%. 
| How? Smart people and new ideas have helped 
But a big reason has been the computer. New tech- 






Traditionall ; banks have operated with themselves 
rat ver than their customers in mind. Technology 
Hill change that. It will make banks face outwards. 
ook at almost any branch. The customer gets 10% 
f the space while paper-pushing clerks get the rest. 
Compare that with how other retailers treat their 
customers. This situation is starting to change as 
banks push their paper out to processing centres 
| and try.to turn their branches into sales offices. 

- — S0 far, banks around the world have concen- 
tired cheir technological attack on the processing 
part of their business which is, conveniently, the 
easiest to computerise. Most banks' costs are now 
not in the actual processing of the business, which is 
done by machine, but in the part of the bank that 
receives and initiates customers' business. À con- 
sulting group, McKinsey, estimates that between 
1096 and 8096 of the American banking industry's 
costs are incurred there. _ 

eee this part of a bank should 
onise its. business. Already. banks are en- 
I ing retail customers to use cash (or auto- 

nes ated Teles} machines rather than branches. They 
. are putting in direct lines from banks’ dealing 
"rooms to corporations which allow automatic trad- 

“ng of foreign exchange. Some banks are also trying 
7 pqyexO automate the delivery of banking services. Com- 

|. puters can arrange mortgages and letters of credit 

just as easily as people can. 

The more banks automate, the less they will be 
able to make money by relying on the float (the lag 
between when the bank receives payments and 
when it credits them to customers). Instead, banks 
will have to make their money from selling services. 
This will appear on their profit statements as in- 
creased fee income. 

These services will also be altered by computers. 
Already, Mr Richard Braddock, head of Citicorp's 
most technologically intensive business, its retail 
bank, claims that it is using technology less to cut 
costs than to enhance revenues. For instance, at 
some banks in America, retail customers now pay 
for the convenience of having most of their banking 
transactions displayed on a single monthly state- 
..| ment. Previously, a customer's deposit account, cur- 
.]. rent account, credit-card statement and outstand- 

. ing loans were sent out individually—because that 
“owas the way the bank worked. 
| Improving their services has cost the big banks 

























































s (those below the top 35) end l 


can banks’ fee income has risen at an average ane 


a lot, but it has put them in a dominant position. 
Banks, like other businesses, are learning that they 
have to spend money to make money. Throughout 
the 1980s the big American banks saw their operat- 
ing expenses spiral upwards at an average annual 
rate of almost 16%. This trend abated in 1988 when 
the 35 biggest banks managed to keep the increase 
in their operating expenses below 10% as some of 
their earlier investments and their managements’ 
tighter control over costs began to pay off. Never- 
theless, the 35 biggest banks still account for over 
half the American banking industry’s operating ex- 
penses of around $100 billion. 

Even for technologically smart banks, labour is 
still the biggest component in costs. British banks, 
which are in the middle of the technological pack, 
reckon that their employees account for 65% of 
their operating costs. Most are employed in routine 
jobs, such as cashing cheques or opening letters of 
credit and getting those transactions logged on the 
bank’s records. Relatively few sell to customers or 
design new products. This is what banks want to 
change. Culling staff is one easy way to improve 
profitability and, strange though it may seem, ser- 
vice. Computers make fewer mistakes than clerks. 
Add in increased sales from using staff to sell rather 
than process and the profit possibilities look 
impressive. | 


The power in the crunch 


The growing power of computers—now each IBM 


personal computer can do as much as a whole range 
of BM mainframes built in the 1960s— means that 
banks can use their spending on technology as a 
competitive weapon. Bigger banks with bigger com- 
puters can handle the business of smaller banks 
which they have taken over at a smaller unit cost. 
American banks spend around $10 billion a year on 
designing and operating computer systems. The big 
banks spend most. Almost 1596 of their total an- 
nual expenses go on computer systems; small banks, 
according to McKinsey, spend around 1096. The big 
banks now control around two-thirds of the Ameri- 
can banks' spending on computer systems. By next 
year America’s biggest bank, Citicorp might on its 
own account for 2096 of the American banks' 
spending on computers. 

The smaller banks’ lower investment means 
that they are stuck with the old-fashioned, more la- 
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The appearance 
and business of a 
bank will change 
as it automates its 
operations 


The way they were 


bour-intensive methods of doing traditional bank- 
ing business. Higher costs lower their returns on eq- 
uity but, perversely, might make them worthwhile 
acquisitions—especially if they are in attractive mar- 
kets. Banks with spare processing capacity or effi- 
cient management can unlock more economies of 
scale by taking them over. 


New management, new banks 


At some banks the technology-based businesses 
have become so vital that banks have separate com- 
panies to handle them. CoreStates, a Philadelphia- 
based bank which operates the biggest automatic 
teller machine (ATM) network in the world for 700 
banks, does it through a separate company. Security 
Pacific has Security Pacific Automation Corp which 
handles the bank's own computerisation and even- 
tually hopes to sell its knowhow to other banks. 

Processing businesses, such as operating an ATM 
system, are as attractive to banks as advisory work— 
because neither uses much capital. In Europe banks 
still dominate the processing businesses, unlike 
America where they face competition from non- 
banks such as General Motor's Electronic Data Sys- 
tems and First Data, a subsidiary of American Ex- 
press. 

The growing importance of technology is re- 
flected in the technologists' increasingly prominent 
roles in banks. Citicorp's chairman, Mr John Reed, 
made his name by computerising the back office 
and laying the electronic foundations for the retail 
bank's surge in size and profitability. One of Chase 
Manhattan's vice-chairmen, Mr Art Ryan, previ- 


ously ran the bank's systems. He is now in charge o 
the bank's retail banking business and a contender 
for the number two job at the bank when the 
present chairman retires. Midland Bank, which has 
the highest operating costs amongst the big British 
banks, similarly appointed a computer specialist, 
Mr Gene Lockhart, to its executive board to over- 
haul its systems so as to bring its costs down and 
improve its return on capital. 

The new capital rules and the increasing com- 
petitiveness of the banking business are forcing 
banks to play to their strengths—those businesses 
which provide the highest returns on capital. For it 
is only by making reasonable returns on equity (be- 
tween 1296 and 1596 after tax and inflation) that 
banks will convince investors to supply them with 
capital. 

Few banks are sure which are their most profit- 
able businesses. In order to work out what they 
should specialise in, bankers are analysing and un- 
bundling their activities as never before. By disen- 
tangling their operations into distinct entities with 
their own costs and profits, bankers are reshapinf? 
the conventional definition and role of a bank. Nc 
longer will all banks take deposits and use those de- 
posits to make payments and loans. Banks are al- 
ready far from being the only sources of credit and 
they may even lose their monopoly over the pay- 
ments system. Increasingly, banks will concentrate 
on different parts of their traditional activities. 
While other industries have followed Adam Smith 
and specialised and prospered, banks, broadly 
speaking, have not. Over the next decade they will. 





On the move 


ANKS are becoming less individually 

recognisable and distinctive. Increasingly, re- 
tail customers do not deal with their banks face-to- 
face but through cash machines or over the tele- 
phone. Most banks are in the throes of opening up 
and redesigning their neo-classical, armoured ticket 
offices that now double as branches. They are doing 


this because, like other retailers, they are more in- 
terested in selling their products than in security. 
Banks’ inward changes promise to be just as 
dramatic. A bank's balance sheet used to be made 
up of loans and deposits. Its profit account used to 
be dominated by net interest income. Banks’ bal- 
ance sheets are becoming more flexible and less dis- 
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Trevor Nicholas, Director of Information Systems 





and Resources, describes how Barclays is using 
information technology to underpin its world wide 








banking operations. 


uilding a Global 





Bank for the 1990s 


The 1990s will see an acceleration 
in the growth of multinational 
corporations. Multinationals expect 
their bank to provide them with a 
complete range of services, services 
that are delivered to a uniformly 
high standard in any of the locations 
where they operate. This requires 
the staffing, structure and systems 
of a global bank. 


A global capacity does not mean a 
Barclays presence in every country of 
the world. What a global capacity does 
mean is the maintenance of a presence 
in the main financial centres of the 
world and a commitment to deliver a 
wide range of products, either through 
the banking group or through our 
investment banking subsidiary, BZW. 


We see the largest part of our global 
client base consisung of companies in 
international trade and finance; but our 
global clients include, too, our 
correspondent banks in different 
countries and also governments and 


government agencies requiring 
sophisticated banking services. 


At the heart of our global bank are the 
full-service operations which we provide 
in major financial centres around the 
world. 


At each of these centres we provide the 
major wholesale banking services — 
treasury, corporate and investment 
banking. Our aim is to ensure that 
wherever in the world our multinational 
corporate customers need to transact 
business, they will have access to the 
product they require at a uniformly 
high level of service and in a familiar 
Barclays environment. 


$9» TREASURY 
SERVICES 


It is in the area of treasury services that 
we have led the way towards this 
‘globalisation: Through our treasury 
services we come into contact with the 


largest number of clients world-wide; — 


Barclays treasury services have also 
established a major presence in 
domestic ‘money and foreign exchange 
markets in many of the world's leading 
financial centres. 


Following a restructuring of our 
treasury product line last vear, we now 
offer a ‘one-stop’ service in each of our 
centres, where our customer service 
teams sell and deliver a wide range of 
treasury products operating under the 
name Global Treasury Services (GTS). 


We have backed this up with a 24-hour 
dealing service for customers. This 
system, which we call Nightwatch, 
enables customers in a number of 
countries to dial a local (0800) telephone 
number and to be switched through 
automatically to whichever of our GTS 
centres is open for business. 


CONTINUED ON PAGE 4 
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yinning our Global Systems 
an are the delivery systems. These 
prise the channels along which 
sages and instructions flow within 
e bank (and indeed to other banks) 
nd the gateways which we are 
onstructing to provide our corporate 
'ustomers with access to their accounts 
held on our databases. 






















e ivery systems have to run across 

munications networks. We have 

d major operating centres through 
orgi de Network (WWN), and 





























. Worldwide Network (WWN) has 
Sapa to support two APO 








functions and, where appropriate, 
treasury dealing and portfolio 
management. 


Over the years we have achieved à 
degree of standardisation in many of 
our offices, but these systems are now 
long in the tooth. In the global 
marketplace, where timely information 
is of the essence, we have to move to 
on-line transaction processing. 


The Global Banking System will 
process the business of our corporate 
customers in a similar manner in all our 
global business centres. Customers will 
be presented with information on their 
accounts that is up-to-the-minute. It will 
enable our account officers to draw on 
the fullest possible information to aid 
them in servicing our customers by 
dealing with each customer as a single 
entity and not as a set of discrete 
accounts. 


When it is in place, the Global 
Banking System will provide 
standardised on-line transaction 
processing throughout the global bank. 
Changes in a customer’s currency 
exposure and credit balances can be 
reflected in the company’s accounts at 
the bank as each transaction is 


* . recorded, and local information can be. 
. consolidated on a running basis against- -are rec 
















the customer's name across the world. 


However, all this information i is of little... 
use unless it is available on demand and 
this is where our Global Customer 
Information System comes in. 


€" GLOBAL 
CUSTOMER 
INFORMATION 
SYSTEM 

For the full benefits of the Global 

Banking System to be reaped by the 

bank and its customers, the information 

provided by this system needs to be 


made available on demand to account 
officers and management in the local 





market places, where quick decisions — 
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over the with timely and accurate information on — Í hese new systems are vit: 
Worldwide Network is designed for the our customers, so speeding decision us to run a profitable bank whi 
specific purpose of carrying accurate making and ensuring a uniformly high satisfies shareholders as we 1 as 
customer information in a timely standard of service wherever a customer customers into the | 
manner to the bank's local and requires a Barclays product. 
international management. 


Access to this system is via Digital 

Equipment Company's proprietary 

ALL-IN-1 system, which also supports : A 

a full range of electronic office Our multinational cor ‘por ate cust 


functions. But used as the vehicle for id v 


our Global Customer Information transact business, hey w ll hav ea CCE 
System, ALL-IN-1 will enable ——— se bcc eee as 


odeur oi "m product they require at a uniformly hi 
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Our Global Customer Information service and in a familar Barc lays | 


-.- System is to be a key component of 2 | 
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-. Barclays Bank in the 1990s. First and 
foremost it provides our account officers 


- and managers throughout the wor 
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sactions and also to 
tr ctionis for funds transfer. 


s has: for "v years offered its 


dow through its international cash 
ement service, BarCaM. BarCaM 
porate treasurers around the 
ip at their desks details of 
its held in major financial 
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on our cash management service are to. 
access accounts held by treasurers in 


users of our cash management services 
who require information on an 
international basis, we are shortly 
launching the first in a UK series of 
‘products to provide corporate treasurers 
with direct access to account details 
held in their UK market-place. 


This new service will be called 
Barclays Business Master and will 
enable the corporate treasurer to link 
directly into the Barclays database using 
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Eighty per cent of the requests made - 


their own local market-place. So while _ 
BarCaM will continue to cater for those 















will s save on ‘the ¢ costs sof hraoa p 
transfer; that it will enable us to oense » 
more effective control over oup co 0 
business; and that it will ‘enable u us to 

deliver a full range 





ge of : services in all our ios 
major: operating centres, from our 
Corporate Division, from BZW and 

from our Global Treasury Services. 
























an. IBM 4 PC/compatible dod: modi. 
His telephone call will take him into the 
same Barclays data network that links 
our UK branches; he will then be 





provided with a full and informative 





electronic bank statement on the screen — 
at his desk. — — 
Our long-term goal, as a global bank, is 
to link different local services together, 

so that the treasurer in any one market- 
place can call up information held on 


the company’s accounts in any other - 


country where Barclays offers a 
corporate banking service. 
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hich concentrate on dealing with big cor- 

-< porations) now have less than half of their balance 
- sheet composed of loans. A rising proportion of 
their assets is in easily sellable securities which can 
be mobilised to supply customers with short-term 
funds or products such as interest-rate caps. These 


~~ loans or risks are then broken up and distributed 


across the financial system. 

As a bank disentangles its business into sepa- 
rate streams of revenue and uses its capital to sup- 
port its most profitable activities, its uniqueness as a 
bank begins to disappear. Banks are not the only 
companies which can sell savings products and life 
insurance. Nor are they the only suppliers of credit 
or investment-banking skills. In some countries, no- 
tably America and Japan, they do not even have a 
monopoly over the payments system. The more that 
credit cards and Electronic Funds Transfer to Point 
of Sale (EFrpos) are used, the less dominant the 
banks will be. | 


.. '^ Banks’ economic importance used to rest in 


-their ability to turn cash into credit. They had 
money left with them either as savings or as pay- 
ments; they used it to make loans. Most banks used 
to keep the loans they made. That made them 
uniquely vulnerable if those loans defaulted. Most 
banks are highly geared. Their loans are usually 
around 20 times the value of their capital base. Bi- 
zarrely, and perhaps accidentally, the central banks 
are helping to push banks out of this traditional 
part of banking. 
The new rules from the Bis, designed to protect 
the security of the payments system, strike at a 
bank's ability to make loans. To protect the security 
of the payments system, the Bis rules require banks 
to back the assets they keep on their balance sheets 
(and off-balance-sheet items such as interest-rate 
and foreign-exchange swaps) with a fixed minimum 
amount of capital. | 
The Bis rules are designed to prevent banks 
from taking more risks than they can cope with. 
The amount of capital needed to back an asset var- 
ies according to the presumed riskiness or volatility 
of the asset. Home mortgages, for instance, are reck- 
; oned by the Bis to be half as risky as ordinary loans, 
_ whether they are collateralised or not. The actual 
amount of capital a bank will have to assign to its 


NOMIST MARCH 25 1989. 


Aorgan and Bankers. 


assets will vary according to the regulator’s (usually 
the central bank’s) view of a bank’s management 
and record. 

In a world where profitability and return on eq- 
uity are the measures, a balance sheet full of safe, 
stodgy and static assets is a passport to oblivion. As- 
sets that are cheap in terms of equity backing gener- 
ally produce less net interest income than riskier but 
more lucrative loans, and so they depress a bank’s 
return on capital. Banks need to use their balance 
sheets to support their most successful lines of 
business. 

Like other businesses, banks have strengths 
which lie outside their balance sheets. One is the 
way they can use their assets such as distribution 
networks and talented salesmen to make money. 
Banks such as Bank of America have seen appar- 
ently solid balance sheets dissolve over the past five 
years as a wave of bad debts broke over them. Yet 
Bank of America’s underlying strengths in the Cali- 
fornian retail market saw the bank through. Last 
year the bank made a profit of $726m (a return on 
capital of 20%). It (and some other banks) believes 
it can use its balance sheet best by filling it with lu- 
crative assets and not by securitising. Other com- 
mercial banks believe that their balance sheets are 
best used as warehouses for goods that are bought 
cheaply by the bank and can be sold at a mark-up by 
their investment banks. 


Step up securitisation 

Banks want to take fees for making loans but also 
want to let someone else bear the risk and capital 
costs of holding them. In short, they want to cease 
to act as a traditional bank, by securitising some of 
their assets. Conveniently, investors to whom these 
banks offer such securities are most interested in the 
safest loans that produce least income for the banks. 
In America the market for securitised mortgages 
stood at around $850 billion (around one-third of 
all mortgages) at the end of 1987. Investors in 
America have also bought banks' surplus car, boat 
and property loans. Continental Illinois even 
pointed the way to securitising leveraged buy-out 
loans. In November 1988 it launched a $140m Eu- 
robond deal that was backed by 25 leveraged buy- 
out loans. The deal did not get the loans off Conti- 
nental’s balance sheet since Continental 
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Cosy regulation 


guaranteed the Eurobond-issuing company's bonds 


against the non-payment of interest. 

One catch in securitisation is triggered by the 
regulators. Both the Bank of England and the Fed- 
eral Reserve Board insist that if investors in 
securitised assets have any recourse to the bank in 
the event of a default, a bank must treat those assets 
as though they were on the balance sheet. This is 
too restrictive and often drives up the cost of 
securitisation. From the point of view of the finan- 
cial system, rather than just the banking system, it is 
better that banks should shoulder some responsibil- 
ity for the assets they originate. They should not, 
however, be penalised for acting responsibly by hav- 
ing to keep the whole asset on their books even 
though their actual exposure might be small. They 
should only have to keep capital to cover their resid- 
ual risk. 

. Banks and others can work out the likely de- 


fault rates for most of the loans (buy-outs excepted) 


likely to be securitised. It would be rare for a broad 
spread of, say, home mortgages to have a default 
rate of as much as 196. If a bank was liable for the 
first 396 of the defaults, it would take extra care over 
its loans. That should make it easier to insure the 
rest of the securitised mortgages against default be- 
cause a second insurer would almost certainly not 
be called upon. As the minimum-capital-to-risk-as- 
set ratio is going to be 896, banks would still boost 
their return on capital (by a third) by securitising 
mortgages yet retaining responsibility for them. The 
financial system as a whole would be safer. 


Securitisation goes international 


Outside America the pace of securitisation has been 
slow. In Japan the securitisation of mortgages is still 
in its infancy. By end-1987 less than 196 of the Y4 
trillion ($30 billion) in mortgages had been 





securitised. The M 















Ministry of Finance prevents 
credit-card companies (which are mostly regulated 
by the Ministry for International Trade and Indus- 
try (MrTI) from issuing commercial paper, let alone 
securitising some of their portfolios. In Western Eu- 
rope the securitisers are doing better. The French 
Treasury recently announced changes designed to 
prompt growth in a secondary mortgage marker. In 
West Germany, where mortgages are complicated 
because most homes are bought with loans from 
two lenders, car loans are the most likely to be 
securitised. 2 ZEE | 
In Britain, only one bank, the Trustee Savings 
Bank (Tsb), has so far negotiated a way through the 
Bank of England's tight rules on securitising mort- 
gages. The Bank wants to be sure that a commercial 
bank has completely shed its responsibility for the 
assets it once had on its books. In the TsB’s case it 
insisted on a German bank guaranteeing the bonds 
against the non-payment of interest. This cost the 
TSB money (in paying for the guarantee) which it 
thought it need not have spent. It argued that the 
extra guarantee was unnecessary, since the loans it 
was selling to the off-balance-sheet company were 
already insured and had originated with the TsB’s 
longest standing and wealthiest customers. 
For British banks the problems of securitisation 
are particularly exasperating with credit-card loans. 
The default rate on their £25 billion of credit-card 
loans is far lower (at less than 196 of outstanding 
debt) than American banks (which expect bad 
debts of 5.196), yet the interest rates they charge are 
generally higher. This would make the loans obvi- 
ous fodder for securitisation if banks were not pre- 
vented by the Bank of England from issuing bonds 
with final maturities of less than five years. That 
(and the probable need for the company that took 
over the securitised loans to get a licence under the 
Consumer Credit Act). has. effectively 
stopped banks from securitising their 

credit-card receivables, Credit-card loans 
are short term. In America most of the 
securitisations of credit cards have been 
for less than 2! years. Such short-term is- 
sues would be illegal in Britain. 

. That is an anomaly, probably a dam- 
. aging one. At the moment, the demand 
» for sterling bonds is growing from invest- 
ment institutions. Sterling was the second 

t currency in the Eurobond 
. British investors have 
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rate sector has little need of fixed-term 
borrowing thanks to its increased profit- 
ability, the. long-term investment funds 
(and cash-ich companies) are being 
. forced to put their money into time de- 
 posits at banks and building societies. 
This has fuelled the credit boom. Might it 
not be better to package the credit-card 
receivables together and to sell. them as 
short-term bonds to such institutions? 
.Non-banks are already heavy 


securitisers. The second biggest originator 
of mortgages in. America is.the house- 
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GET TO KNOW THE 
INS AND OUTS 
OF NAGEMENT 
BUYOUTS 




























_ The lower value of equities makes this a good time for 
a Management buy-out. 

_ Although well over 1,000 British management teams 
-have got there, planning, assessing and negotiating a 
‘buyout is still unquestionably tricky. Guide to 
Management Buy-Outs 1988 can help you with each 
section of the operation, advising you on the 
m commercial, financial, legal and tax aspects, and how to 
= €heck on your professional advisers. Through its brand 
< new survey of finance companies it shows you the best 
- way to find sponsors; and through in-depth case studies 
-you can draw on practical experience. 

. The Economist Publications knows that management 
buy-outs are no passing corporate trend, but a 
permanent feature of the husiness 
Scene. That is why we 
provide this comprehen- 
“sive guide, updated 
annually to inform you 
~of the latest 

- developments. 

With over 200 

= management buy-outs a 
year in the UK, it's time 
-ofor you to consider a 
buy-out. Order your 
‘Guide to Management 
Buy-Outs today. 
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Put Egypt in the Palm of your hand 


NBE is the best way to. reach the Egyptian business 
community. Our expert staff can immediately help you 
solve any problems you may have, wherever they arise. 


All our services are backed by 90 years of experience and 
by a reputation of which we at National Bank of Egypt are 
justly proud, supported by more than 230 domestic 
branches in addition to its City and West End branches in 
London. 


For the full spectrum of banking services contact NBE as 
shown below, where you get the warm and open hearted 
touch of Egypt. | 

24 Sherif Street, Cairo, Tel: 3914175 - 3924134 - 3924217. 
Telex: 92238 NBE UN - 92832 NBEUN - 22327 NBEUN 


London Branches 


City West End 

Park House Trafalgar House 

16 Finsbury Circus 11 Waterloo Place 
London EC 2M 7D] London SW1Y 4AU 
Tel: 01-374 6446 Tel: 01-930 9821/2/3 
Telex: 946136 Telex: 893007 ` 





Overseas Branches: LON D) 
Representative Office: A 
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Before youdo business in Turkey, 
get in touch with us. We're the larges 
and longest-established state bank in T 
the country, — — | puits pec n go | 
| . Our 1250 branch — offers | 
- [| the full range of p 


ee: services. And we F de Branches in 
| |. New York, London and Frankfurt, 
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“Sultan Süleymun € bis monogram” 
Compter image by E. Senan 





Ask any hi storian... 


Süleyman the Magnific icient Jae ] his 
success from his immense knowledge of 
affairs of state, the arts and culture. Türk 
Ekonomi Bankasi works with a select 
group of clients and prime correspondent 
banks with the same philosophy: 


Knowledge leads to success. 


traditional banking values, following 
financial movements and economic 
changes in Turkey and around the world. 





TEB' highly professional team adheres to 
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Süleyman the Magnificant (1494 - 1566) 
Victorious on three continents, a great builder 
and a revered lawmaker, Sultan Süleyman led 
the Ottoman Empire to its golden. age during 


his 46-year reign, ruling with ii and 
brilliance. 
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TEB is a leading provider of a full . 
spectrum of wholesale banking services 
with a special emphasis on foriga trade 
and corporate advice. =- 


TEB's Advisory Services Department . 
provides special consultancy services on 
capital market strategies, privatization, 
investment projects, commercial law, 
taxation, accounting systems, tourism and 
computer software. 


For your business in Turkey, contact TEB. 
Profit from our knowledge and 


experience, 





TURK EKONOMİ BANKASI AS. 


Profit from our knowledge 





















. It accounts for neatly 20% of al 
me mortgages. Non-banks and investment 
nks are becoming experts at packaging and trad- 
-ing securitised assets. General Motors Acceptance 
“Corporation (GMAC), which ranks as America's sec- 
ond biggest lender after Citicorp, has moved be- 
. yond its core business of car loans to mortgages and 
-unsecured loans. Other finance companies, such as 
General Electric Credit Corporation and Ford Mo- 
tor Credit (which owns a big savings and loan asso- 
ciation called First Nationwide), are also moving 
deeper into the credit business. GMAC also operates 
one of the bigger processing businesses, which it, 
coincidentally, bought from a bank.. 





Neither creditors, nor payers 
The lending side of the banks’ traditional role is not 
the only part that might be changed by the com- 
bination of technology and the need to become 
more profitable. The search for profits and eff- 
ciency might even pull che banks away from han- 
-dling payments. Regulators dread a chain of bank 
i failures and the economic chaos that this might pro- 
duce as individuals and companies discover that the 
_ cash they thought they owned is lost and their loans 
are now due for immediate repayment. This worry 
drives governments and central banks to control 
banks more tightly and rescue them more fre- 
quently than other businesses. Paradoxically, bank- 
ers moan that the careful but constricting regula- 
tion and protection put them at a disadvantage. 
The banks' traditional role in the payments sys- 
tem seems to be under most pressure at the retail 
end of their business. At the other end, in dealing 
with corporations, banks have several competitive 
advantages. They are independent, yet usually have 
a central bank as a lender of last resort behind them; 
they also have access to electronic networks such as 
FedWire and swirT which are closed to non-banks. 


These systems make it easier and cheaper for banks 


to handle large payments than non-banks. 

When it comes to middle-sized customers, the 
banks face a bigger threat. In Japan, for example, 
they have built up a lucrative business in financing 
retailers' and wholesalers' inventories. But privately 
operated electronic networks which can match or- 


=| ders more closely to sales will cut down the banks’ 


role. Instead of financing the same transaction at 
hree different Shed Parum retailer, cus 
tomer—banks will be used only to settle it at the 
final stage. 

[t is at the retail end that the Bas br most 
vulnerable. Unlike cheques, the new forms of pay- 
ment—credit cards, debit cards and smart cards 
(portable electronic bank accounts)—need not be 
issued by banks. These forms of payment depend 
chiefly on efficient and cheap communications. 
— Technology is making it easier and therefore 

- cheaper for the non-banks that are eyeing the finan- 
cial-services business to offer such products. 

At the moment, non-banks often rely on banks 
. to handle the processing of their payments because 
banks have the systems to crunch paper. Firms such 
as Merrill Lynch and Fidelity that do not take de- 
posits can nevertheless allow their customers to 
write cheques against their money-market or stock 
_ holdings. They pay banks to process the cheques for 

them. British building societies frequently do the 
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` same. Retailers such as Marks and 













Spencer pay Midland to process | 
their credit cards. The money- 
transfer business is becoming more 
electronic. But it still has some way 
to go: in 1987 less than 896 of the 
£250 billion that Britons spent was 
paid for in ways other than cheque 
or cash. But as the costs of entering 
the money-shuffling business drop, 
more and more non-banks will 
come hustling in. 

The Japanese are already mov- 
ing that way. American Express re- - 
cently went into controversial part- » 
nership with Nomura Securities in 
launching an account that allowed 
holders of its gold card to make 
their monthly payments by debit- 
ing their securities account held by 
Nomura. Although there are re- 
strictions on the number of pay- 
ments customers can make, this ac- 
count functions in much the same 
way as a current account. As No- 
mura has already established a system that runs on a 
Nintendo personal computer to enable retail cus- 
tomers to buy and sell stocks, it is close to installing 
an electronic-payments system that would by-pass 
that of the banks. 


Muscling in 

Across the world, the banks’ traditional customers 
are getting into the more immediately lucrative 
parts of the banking business. In Germany retailers 
(who want to sell more goods) are becoming keener 
on credit cards, which are steadily replacing con- 
sumer loans as the most popular form of consumer 
credit. In Britain Marks and Spencer is adding unit 
trusts to its line of products. 

The problem is even more acute in the world’s 
most lucrative and largest financial markets, Amer- 
ica and Japan. Companies such as Sears Roebuck, a 
chain store in America, and Seibu Credit, a retail 
affiliate in Japan, have muscled in on the banks’ tra- 
ditional lending businesses and are starting to chew 
at the banks' once-tight links.to their small deposi- 
tors. Banks in America and Japan often stand at a 





competitive disadvantage to non-banks, because - 


lingering regulations prevent banks ffoi selling = 
popular and profitable financial. products such. as o, 
their own life insurance or mutual funds. se | 
As small depositors become more adventurous, 
they might turn to retailers who can provide: 


oth with access to cash (Seibu, for example ; 











of savings products.. Some retailers mig 
tempted, as the British building societies have been, 
to-fill out their range of financial services by provid- 


ing their own money transfers. Outside Japan most- : 


of this business involves processing large amounts 
of paper. Only the banks have the capacity and ex- 
perience to cope with the paper. The dilemma for- 
the banks is that as they replace paper cheques with - 

electronic payments (such as debit cards) the — 
money-transfer business becomes more e accessible to Je 
non-banks. | 











































































BIS sets the pace 
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The more that 
banks unbundle 
and focus their 
business, the more 
they will find their 
competition 
coming from non- 
banks as well as 


banks 





Enter the outsiders 


OMMERCIAL banks active in investment 

banking, such as Bankers Trust or J.P. Mor- 
gan, have little in common with a branch and loan- 
heavy retail bank such as North Carolina National 
Bank. All they share are regulators. Their ambi- 
tions, markets and competitors are entirely differ- 
ent. But these two New York banks already compete 
with investment banks and conglomerates such as 
Prudential Insurance and General Electric Credit 
Corp (GECC) which are increasingly moving into in- 
vestment and merchant banking. At the retail end, 
the banks face competition from several directions. 
Insurance companies and savings-fund managers 
are offering their own financial wares. Stores groups 
such as Seibu, Sears Roebuck, Benetton and Marks 
and Spencer are moving from being customers to 
being competitors. In Denmark retailers now even 
charge banks for providing them with EFTPOs ser- 
vices. Previously they had paid banks for handling 
cheques and credit cards. The boot is now very 
much on the other foot. 

Even banks which focus on their most distinct 
business, processing payments and data, will be up 
against corporate competition. [n America compa- 
nies such as Electronic Data Systems (EDs), a subsid- 
iary of General Motors, and the Depositary Trust 
Company (DTC) are challenging in areas and busi- 
nesses that banks once dominated. Last year EDS 
bought MCorp's ATM, point-of-sale and credit-card 
processing operation for $281m. It now services 
1,100 ATMs. American Express's data-processing 
subsidiary, First Data, now processes around 2596 
of America's 125m bank credit and charge cards. It 
is eyeing the processing market in Europe. 

The DTC (founded by 12 banks) has already 
converted 9096 of the American corporate-securi- 
ties market to book entry where share certificates 
change hands electronically rather than in their tra- 
ditional paper form. It is now trving to do the same 
for municipal bonds and short-term paper (such as 
bankers' acceptances and government guaranteed 
mortgage-certificates). In Britain the registrars— 








those who handle the transfer of share certificates 
from sellers to buyers— led by Lloyds Bank are try- 
ing to scupper the International Stock Exchange's 
efforts to switch stock trading to a similar electronic 
book-entry system. 

Often non-banks can undercut a bank because 
they are less tightly regulated. American banks esti- 
mate that the new capital-adequacy guidelines from 
the BIS mean they have to make a net spread over 
the cost of funds of around 196. People and losses 
are extra. The cost of equity, as defined by 
McKinsey, is the return on equity required to get 
the market value of a company's equity shares to 
equal its book value. This can be expressed as a 
spread for banks (whose shares often trade at a dis- 
count to their net book value). If a bank's break- 
even rate is around 1.596 over its net cost of funds, 
non-banks which can do identical businesses on less 
capital have a built-in edge. 

The banks’ heavier costs of capital have already 
pushed them out of some lending businesses. Lend- 
ing to top-class corporations is one area where 
banks have found it tougher to make economic re- 
turns. In America the commercial-paper market has 
quadrupled in a decade and taken more than half 
the banks' core business of making loans to com- 
merce and industry. In 1979 commercial paper out- 
standing amounted to $90 billion, and loans to 
$292 billion. At the end of 1988 banks' commercial 
and industrial loans stood at $600 billion, while 
commercial paper stood at $360 billion. It is not 
only the top-quality loans that banks have lost. 
Companies such as General Motors Acceptance 
Corporation and General Electric Credit Corpora- 
tion are eating into the banks' share of the con- 
sumer-finance market. 

At the wholesale end the banks' main advan- 
tage over the investment banks is their ability to 
throw their financial bulk behind deals, though 
they cannot set up off-balance-sheet companies to 
fund their bridging loans for takeovers. The com- 
mercial banks' advantage is not as great as it once 
was. Institutional investors such as Prudential Insur- 
ance in America carry just as much weight. The Pru- 
dential, which is owned by its policy-holders, is edg- 
ing ever more into the wholesale financial-services 
business. It bought a broker-dealer, Pru-Bache, in 
1984 (an example since followed by GECC which ac- 
quired an investment bank, Kidder Peabody, in 
1986) as well as building up its own internal invest- 
ment bank. 

Both firms have plenty of capital. Prudential has 
assets of over $140 billion—more than any Ameri- 
can bank except Citicorp—and GECC has $51 bil- 
lion. That gives them the wherewithal to take on the 
banks in the financing of deals such as leveraged 
buy-outs and venture capital. The Prudential even 
has $1 billion available for investment in European 
buy-outs. As a non-bank it can be more flexible 
about the way it finances potentially lucrative deals 
such as buy-outs. It can stake unlimited amounts of 
equity; American banks can take stakes in non-fi- 
nancial companies of up to only 5%. 

In Europe and Japan the banks’ competitive po- 
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Manhattan, view from New Jersey 


No foreign market can be tapped from afar. 


Without actually being on the scene, 
not even the astute observer of distant 
markets can always differentiate between 
cause and effect. In-depth insights into 
market dynamics evolve only from an active 
on-site presence. 

Thatis why DG BANK maintains its own 
branches in the world's key business cen- 
tres. The benefit for our partners: timely 


Let's start at the heart. 


intelligence on new developments, enab- 
ling you to judiciously avert risks and capi- 
lalise on opportunities. 

Together you and we explore trade 
prospects, analyse your product's sales 
potential. We establish the vital contacts for 
you, and provide access to attractive new 
sources of capital. 

Head Office: DG BANK, P.O. Box 10 06 51, 


DG BANK C4 


Am Platz der Republik, D-6000 Frankfu. 
am Main 1, Federal Republic of Germam 
Telephone: (69) 7447 -01, Telex: 41229 
Telefax: (69) 74 47-16 85/16 88. y 

Offices in: New York, Los Angeles 
Atlanta, Rio de Janeiro, Hongkong, Singa 
pore, Tokyo, Kuala Lumpur, London, Luxem 
bourg, Zurich, Geneva, Budapest. | 
The broadly based Bank. 








ENLIGHTENED FINANCE REQUIRES 
IN-DEPTH KNOWLEDGE 


At APICORP we know our customers well. We are familiar with all the major 
markets in which they operate. 
So we can look into gas, petroleum and petrochemical-related investment 
opportunities in depth. Our assets and project loans continue to grow. 
We intend to diversify, within the markets we know best. 
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ons are different. Most European commercial 
$ are also investment banks. The big German 
‘s’ grip on their corporate customers is tight. 
- German companies still keep compensating bal- 
~ ances with their banks. This cheap source of depos- 
its means that German banks can undercut other 
potential lenders and cross-subsidise other prod- 
ucts. This has helped German banks to fight off the 
challenge of foreign investment banks. 
The German banks’ close relations with their 
corporate customers have been cemented by equity 
stakes. Some of the larger stakes (Deutsche Bank, 
for example, has 30% of Daimler Benz) might have 
to be reduced. The second European banking direc- 
tive, proposed by the EEC Commission, limits 
banks’ equity stakes in companies to 15%. 
Elsewhere in Europe the banks have had less 
success in meeting their corporate customers’ 
needs. Often they have lost out to foreign banks 
and investment banks. In Italy the big conglomer- 
-ates tend to buy their finance, hedges and swaps 
| from foreign banks and investment banks. Foreign- 
| ers have also been tempting British companies to 
`- use them rather than their usual domestic commer- 

cial or merchant banks. 

apo In Japan commercial banks are even more cir- 
~~ -cumscribed than in America. Unlike the American 
authorities, the Japanese regulators decide what 
their banks can and cannot do offshore. The Japa- 
nese banks are especially envious of the four big se- 
curities companies' success. Banks have largely been 
excluded from the corporate-finance boom that has 
made Japanese companies’ treasuries as important 
to the profit-and-loss account as their production 
lines. The recycling of OPEC's petrodollar surplus in 
the 1970s was done by the banking system; the recy- 
cling of the Japanese trade surplus is being done by 
the securities houses. 

While the securities houses have taken commis- 
sions from companies for arranging bond and war- 
rant issues overseas and then reinvesting the pro- 
ceeds in the securities markets for a profit, banks 
have been hit by interest-rate deregulation (which 
has put up their cost of deposits) and a dearth of 
corporate loans. Over the past five years the securi- 

ties houses’ net profits have grown at an average 
rate of 3596 a year, while the banks' net profits have 
been growing at a more modest 20%. 
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The banks argue that Japanese laws which stop 
them underwriting securities (except government 
and municipal bonds) are now unfair and unnec- 
essary. The banks are saying that if they were al- 
lowed to compete on more equal terms with the 
likes of Nomura (which had a net income for the 
year ended in March 1988 of Y190 billion and a re- 
turn on capital of 2096), that would be good for the 
financial system as a whole. 


Bank managers lose out 

Banks have not only been losing ground in the 
wholesale markets. They face increasing compe- 
tition from non-banks in their retail markets. Not 


only are their lending links to their customers weak- 


ening as stores and finance companies become more 
active, but also banks are being used less by savers. 

Ever since 1977 the banks' share of American 
households' financial assets has been diminishing. 
Once deposit deregulation set in, customers started 
to shift their money from low-yielding bank depos- 
its. In 1977 bank deposits accounted for 2796 of the 
$4.3 trillion in financial assets owned by American 


households. In 1987 the share was down to 23% of a 


- total of $9.3 trillion. 


The banks’ loss has been the money managers’ 
gain. Money-market mutual funds account for 2.5% 
of Americans' assets; other mutual funds account 
for 3.5% and pension-fund reserves for almost 20%. 
This trend is also beginning to show up in Europe. 

In Britain the proportion of financial assets held 
in bank deposits has dropped by over a quarter 
since 1980 as people switched money to building so- 
cieties. In 1980, bank deposits accounted for 12.596 
of Britons' £300 billion in personal financial assets. 
At the end of 1987 they accounted for 996 of the 
country's £850 billion-worth of assets. The benefi- 
ciaries of this change have been unit trusts (which 
have risen from 196 to 3% of the total) and pension 
funds, whose share has risen from 34% to 44%. 

This trend is dangerous for the banks, because 
it weakens their chief link with their customers. 
Most banks still see their key relationship as the cur- 
rent account. This is old-fashioned. Moving with 
the times, Citicorp, for example, has built a nation- 
wide customer base in America by selling credit 
cards rather than. cheque books. Barclays Bank's 
success in Spain is due almost entirely to a high-in- 





































..terest money-market account. = 


| the idea of selling their entire range of services to all 
their current-account customers. This is the wrong 


'.* strategy. Current accounts are only one of a bank's 


| - products, and probably one of the least profitable 
now that they (generally) carry interest. As people 
write fewer cheques—in Europe only the French 
show no sign of ending their infatuation with pa- 
g * 1 Peor . 1 
per—the emphasis of a bank's business must shift 
from money transmission (making payments) to 


selling products. Banks are in the business of selling. 


financial services rather than of banking. Once they 
fully appreciate this fact, banks will have to imititate 
non-banks' sales methods. 

Invariably non-banks sell their products by a 
combination of mailshots and advertising or direct 
- sales forces. In Italy, for example, Benetton's finan- 
cial-services subsidiary, In Holding, uses tied agents 
to sell financial products—including mutual funds 
and Europe's most expensive life assurance. 


Threats on the horizon 


Commercial banks in America have already suf- 
fered from competition from American Express. 
The company is treated as a non-bank in America, 
although it owns an international bank. American 
Express's customer base, its 21m card holders in 
America, is envied by its competitors. Although 
American Express is reckoned to do business with 
one in ten American households while Citicorp 
claims to deal with one in five, its card holders are 
richer. Most analysts put American Express's cus- 
tomers at the top of the market. 

Besides being big spenders, these people are also 
heavy consumers of financial products. Increas- 
ingly, American Express is cross-selling its insurance 
and mutual funds to its cardholders. Analysts 
reckon that in three years’ time less than half the 
company's domestic revenues will come from its 
cards. They guess that life insurance, mutual funds 
and the firm's newish credit card, Optima, will 
make up the rest. | 

American Express is hoping to do more than 
cross-sell in America, It is eyeing both the European 
and Japanese markets. In Europe the British are 
most used to credit cards. Or so says Barclays Bank, 
the country’s largest issuer of credit and debit cards. 
Not counting individual store cards, Britain has 
around 1,100 cards per thousand members of the 
working population. On the continent plastic cards 
are still comparatively rare. The next most devel- 
oped market to Britain’s is Spain, with 550 cards 
per thousand. Germany has only 75 cards per thou- 
sand. By contrast America has 2,000 cards per thou- 
sand. American Express's share of the European 
market (including Britain) is currently around 1%. 
In America almost 9% of the population have 
American Express cards. So the company has 
plenty of opportunity to expand. 

Another non-bank that is eveing this market is 
Compagnie Bancaire, a French firm that, despite its 
name, is not a deposit-taker. It is a holding company 
offering a range of financial services. Some, such as 
savings products are sold by direct marketing and 
| advertising. Others—life insurance, for example— 

are -sold through. intermediaries like banks. 
Compagnie Bancaire's credit card, Carte Aurore, is 


Banks’ retail strategies are still based largely on. 













































Did you use their card? 


unlike the American Express card, in being free to 
the consumer and not taking a commission from 
the service provider. Its bad debts are low because 
80% of the transactions are done over the French 
point of sale system, Minitel. As Europe moves over 
to more on-line point of sale systems, Compagnie 
Bancaire may be able to transplant the system to 
other countries. 


A run for their money 

In Japan the stores groups led by Marui and Seibu 
might give the banks a run for their money if the 
country's consumer boom is sustained. These non- 


ses of goods are 


hat cardholders do 














One thousand years ago, Like a great physician, 
Turkish scientists and philosophers Türkiye Halk Bankası A.Ş. has 















i rose to pre-eminence its finger on the pulse of 
PX in the Islamic World, Turkish business and finance 
and the fame of many of these and its diagnoses on the state 
spread to the West. of the economy are 
One such man was Ibni Sina, invariably correct. 


known in Europe as Avicena. 
Considered "the king of physicians" 
his work “The Laws of Medicine" 
was studied in all medical schools 
for seven centuries. 
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The trade and finance 
centre in the Atlantic. 
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adeira - the pearl of the Atlantic 
—has always been a natural paradise. 
Now itisa major financial and 
industrial centre too. Specific legislation 
has been enact 





for. 5 





Madeira offers substantial tax incentives fi 
international trading and offshore operation 
including: I ; 
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| m Free Trade Zone | Specially designed port with its wh 
- | and customs facilities will be at the Fr 


and shortly an Trade Zone — 0 00 
: SR gu ee B A new Deeds Registry office for Free 
m international Shipping Registry Trade Zone company records — - 
| (00 B 06 subsidy towards staff training costs 
| E No exchange controls | j Ee 
: ii Modern and highly efficient | 
telecommunications system 
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| MADEIRA DEVELOPMENT | | ee 


For further information, please contact: The Madeira Development Company, Rua Imperatriz D’Amelia, 
PO Box 4164, 9052 Funchal Codex, Madeira, Portugal. Tel: (35191) 25466, Fax: (35191) 28950. 
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Head Office 
PO BOX 1002 DOHA, QATAR, TEL: 413511 


London Branches 
135-141 CANNON STREET, 
LONDON ECAN 5AH. TEL: O1- 283 3911; 
36 CURZON STREET, LONDON W1Y 7AF. TEL: 01 -493 7411. 


Paris Branch 


17 AVENUE MATIGNON, 75008 PARIS, FRANCE. 
TEL: 4359 5812, 


INCORPORATED IN QATAR WITH LIMITED LIABILITY 
We offer a complete range of banking services and financial advice 
. to meet all your business needs in the UK and overseas. 
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phone numbers across Japan) with a partially auto- 
mated credit-scoring system. This means that the 
system asks questions depending on the customers’ 
previous answers. As a result, around 20% of its 
credit cards are issued immediately. 

More worryingly for the banks, Seibu is also get- 
ting into the payments business. It already has five 
of its own ATMs, and its customers have access to 
another 1,100 cash dispensers owned by other non- 
banks. To get around the prohibition on taking de- 
posits, Seibu has developed ATMs that give change 
for bank notes. This means that instead of using 
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banks to make payments, customers can use these 
machines. The Ministry of Finance, realising that 
this would take commission income from the banks, 
has asked Seibu to slow down its installation of 
more ATMS. 

One common trait these non-banks share is a 
heavy use of technology. Usually they have been 
more successful at using computers and communi- 
cations to boost their business than have the banks, 
not least because they are less shackled by regula- 
tion and tradition. Now, at last, the banks are begin- 
ning to get their act together. 





Using machines to fight back 


Be banks have been heavy users of technology 
for years. Mainframe computers have been 
processing and keeping track of a bank’s domestic 
operations since the 1960s. Without them, as the 
governor of the Bank of England recently noted, 
British banks would need to employ the country’s 
entire population to deal with the business they 
now do. The problem facing banks is how to use 
computer and communication systems to increase 
profitability and service in other parts of their 
business. 

Banks and technology have often had a rocky 
relationship. The banks’ problems have come in 
two forms. In the first, banks have been dazzled by 
the prospects which technologists have dangled be- 
fore them. In their excitement, banks have then 
failed to find out whether there was a market for the 
technology-based product or whether the costs of 
introducing the new system would be recoverable. 

Home-banking systems are a prime example. 
With a home-banking system a customer uses a 
modem and a personal computer or a television to 
shuffle money, buy shares and pay bills. These sys- 
tems have done everything the bankers expected of 
them except prove popular with the public. Banks 
are beginning to drop them. Midland stopped its in 
the middle of 1988 and Chemical Bank disbanded 
its Pronto system at the end of January 1989. 

The second difficulty banks had was even more 
basic. The computer systems they had bought or 
built could not do the jobs they were required to do. 
This has tripped up even the biggest banks. Bank of 
America, which spends around $500m a year on 
computer systems, wrote off $80m in trying to de- 
velop an accounting system for its trust business. 
The bank spent five years struggling to make the 
system work before giving up in January 1988. Brit- 
ain's Midland Bank tried to use Hogan Systems' 
corporate-banking accounting system for its retail- 
banking. Eventually it concluded that the system 
was not designed for a bank with 2,000 branches, 
dealing with a multitude of small transactions. 

Even Citicorp, which spends around $1.5 bil- 
lion a year—more than any other bank—on com- 
puter systems, can get it wrong. It bought from an 
investment bank, Morgan Stanley, a system that ex- 
ecuted, accounted for and processed trades. It was 
clever, but it was too big for Citicorp's needs. The 
system was called TAPS, or Trade Analysis and Pro- 
cessing System. It was designed and built by the in- 


vestment bank mainly to handle equity trading and 
settlement. Citicorp did not have enough volume to 
make the system worthwhile. Citicorp could not 
adapt it to handle one of its biggest businesses, for- 
eign-exchange trading, so it dropped it and wrote 
off nearly $50m. Yet the system has worked bril- 
liantly for Morgan Stanley: some analvsts claim that 
TAPS is the reason why Morgan Stanley managed to 
avoid the trading disasters which have bedevilled so 
many other Wall Street firms. 

Banks claim to have learnt their lesson. They 
now say they are more disciplined about spending 
their money and concentrate on installing com- 
puter and telecommunications systems where they 
will have most effect. "The biggest change | see," 
said Mr John Singleton, vice-chairman of Security 
Pacific and head of Security Pacific Automation, “‘is 
that technologists have become business people. 
We have to apply technology so that it has an im- 
pact on the bottom line.” 

Before spending money on technology, most 
banks need answers to three questions. They want 
to know how important the business that wants the 
systems is to the bank; how is that business chang- 
ing; and how important is technology in that 
change. Most large American banks demand that 


Oh for an IBM 





Without 
technology, banking 
would have 
drowned in its own 
paper. Now banks 
have to use 
computers and 
telecommunication 
systems to improve 
their products and 
to sell them 











































any new technological investment produces a mini- 
mum annual rate of return of at least 2096 of its cost. 

It is often through saving staff and time that 
such rates of return can be obtained. Security Pacif- 
ic's most effective use of money has been to cut 
data-processing costs. As a percentage of non-inter- 
est expense, they have fallen from 16.596 to 1196 in 
the past three years. During that time the bank's 
assets have grown by 2596 and the number of its 
daily transactions by 50%. ZEE 


Crumpling those paper costs 

The movement of paper, especially cheques, still 
takes a disproportionate amount of banks’ money 
and effort. Japanese banks are lucky: they are largely 
free of this burden because the cheque never caught 
on in their country. The costs of cheque-processing 
are particularly heavy in America and Britain, but 
for different reasons. In America banks return 
cheques to the writer. In Britain each clearing bank 
still has to present other banks’ cheques (in their 
original paper form) to the banks themselves to get 
payment. British banks have only recently decided 
to try to shift the initial part of the clearing and 


sorting of cheques out of branches and into sorting 


centres, thus freeing space in the branches for sell- 
ing. 

Britain's cheque system is some way from mov- 
ing, as big interbank transactions have, to an elec- 
tronic system. British banks have spent so much on 
paper-processing systems that, myopically, no bank 
wants to write off this investment. The banks hope 
that electronic payments—such as debit cards— 
_ will gradually take over from cheques. Yet process- 
ing paper is expensive. Duririg 1987 roughly 50 bil- 
. lion cheques were processed by banks in America, 
at a cost of around $30 billion. | 


rout 


. . American — businessmen-technologists think 
that image-processing could savage these costs. 
- Banks can-now use machines (built by M, Unisys 

or NCR) to photograph images and change most of 
them (signatures are still difficult) into a digital 
| 'hese digital images can then be transmitted 
. down fibre-optic cables to a processing centre and 
then switched around the clearing system in an elec- 
tronic form by the Automated Clearing Houses 
which are operated by the Federal Reserve Board. 


tal sign 























blem is that turning a signature into a digi- 
al produces something that is a thousand 
times bigger than a normal message, so it takes 
longer to transmit. mE ; 

The joy for the bankers is that electronic 
cheques, which can be stored in the form of a 
digitalised image on optical-storage discs, are more 
than 9096 cheaper to process than are conventional 
paper ones. One of the big savings is the elimination 
of human error by the banks. 

This new system would reduce costs and allow 
customers to make and receive payments more 
quickly. Security Pacific, which is one of the top five 
cheque-clearers in America and processes 5.9m 


j 





cheques a night, estimates that it would save be- 


tween $25m and $50m a year through such a’sys- 
tem. It might also attract fee-earning processing 
business from smaller banks which felt they had to 
offer their clients a state-of-the-art service but did 
not have the volume of business to justify the invest- 
ment. Banks such as Citicorp and Security Pacific 
expect image-processing to be standard within the. 
next five years. | S 

A non-bank which also processes a lot of paper, 
American Express, is already testing this technol- 
ogy. Its customers expect to see the paper slips they 
signed when they used the card returned to them. 
Amex is experimenting with copying country-club 
(and now other) billings before transforming them 
into electronic form and processing them. That way 
it gets the paper out of the system. EN 

It is not just images that banks want to digitalise 
in the interest of cutting costs. Both data and, less 
easily, conversations can. be transmitted more 
quickly in digital form. Voices take longer because 
transmitting a sound digitally requires much more 
information than representing the message literally. 
Citicorp's head of technology, Mr Paul Glaser, 
points out that the bank's biggest telecommunica- 
tions cost is voice transmission, which takes up 7596 
of a yearly budget of $300m. Western banks tend to 
use leased telephone lines and integrated digital net- 
works. These networks use different pieces of the 
same fibre-optic telephone line to transmit voices 
anddata. |. — — MU. 

Japanese banks are more adventurous. Dai-Ichi 
Kangyo, the world's biggest bank, uses fibre-optic 
lines for half its domestic communications. The rest 
is transmitted by digital wireless. Dai-Ichi reckons 
that this system, which it installed in May 1987 at a 
cost of Y2.5 billion, saves the bank around Y2 bil- 
lion a year. Around ¥1 billion comes in direct sav- 
ings, the rest from lower telephone charges. 


The wrong sort of indications | 
Digitalising information is essential in dealing 
rooms. At the moment the two main information 
providers for the money and foreign-exchange mar- 
kets, Reuters and Telerate, try to encourage custom- 
ers to display the information that they distribute 
digitally as pages on a screen. Telerate's contracts 
with its buyers specify that the data it provides digi- | 
tally be displayed as though it had been received ina 
. Digital switches can break this information up 
but even then it is not what traders want. One of 
Reuters's most popular. pages is its display of the 
best foreign-exchange prices—updated within sec- 

















W hat film and 


coffee have in common 
may be of uncommon 
interest to you. 


What do coffee and film have in 
common? Both are among Mexico's 
array of exports. Surprised? 

You're not alone. 

Mexico offers many surprising 
business opportunities which the right 
banking partner can turn into profits. 
To maximize these opportunities, 
companies need a bank skilled in trade 
finance. And with the experience 
and contacts essential when advising 
on mergers and acquisitions, joint 
ventures, and restructurings, as well 
as when setting up maquiladoras. 

For all this help, your company 
needs Banca Serfin, Mexico's oldest 
bank. Our expertise in areas as 
diverse as swaps and privatization 
Is coupled with our country-wide 
network of 625 branches throughout 
Mexico. Today we are also its 
unquestioned leader in trade finance. 
And the logical choice as your 
partner in Mexico. 


BRNCR SERFIN 


MEXICO, D. F. NEWYORK LOS RS 
LONDON TOKYO NASSAU TORONTO 


Celebrating 125 Years of Innovative Banking 





‘lo you, 
it’s 
the great 
unknown. 
‘lo us, 
it’s 


home. 





Australia and New Zealand may be unexplored territory for you. But to the bank named 
after them, it’s very familiar ground. No bank knows this region better. Nor offers you such 


intimate local knowledge on a global scale. You see, ANZ goes to work every day in over 


AUSTRALIA AND NEW ZEALAND BANKING GROUP LIMITED. AUSTRALIA BAHRAIN BANGLADESH BRAZIL CANADA CHANNEL ISLANDS FEDERAL REPUBLIC OF GERMANY FLA FRANCE GHANA GREECE HONG KONG INDIA INDONESIA IRAN ITALY JAPAN JORDAN KENYA KOREA MALAYSIA MONACO 


AGC 5568 YAR MELA 


(9 AUSTRALIA AND NEW ZEALAND BANKING GROUP LIMITED 





KATHERINE GORGE NATIONAL PARK, IN AUSTRALIA'S NORTHERN T4 RRITOR) 


40 countries. With just one contact, you have access to this worldwide network. And to our 
specialists’ unique insight into the Australia and New Zealand markets. It may seem a world 


m mmm r 
away. Until you talk to the bank that lives there. ANS Worldwide 


NEPAL NEW ZE AL AND NIGERIA OMAN PAKISTAN PAPUA NEW GUINEA QATAR SINGAPORE SOLOMON ISLANDS SPAIN SRI LANKA SWITZERLAND TAIWAN THAI AND THE PEOPLE'S REPUBLIC OF CHINA UGANDA UNITED ARAB EMIRATES UNITED KINGDOM US A VANUATU ZAIRE ZAMBIA JIMBAS WE 


A DEDICATION TO DELIVER. 





What is a bank? The question seems — custon 


om tOUS but the NSWE] 


proves mi What ist 
complex. After you have described — the ta 
what a bank ck es vou have still tO (C^ | ve rh 
plain what a bank is. Below all the hi: ymbol t 
technology essential to its function: lishmet 
what is the strength ot its foundation orporati 
What [s the spirit that motivate 1 le IVE] 
actions? What is the philosophy that devotion 
guides its attitude not only to its  inus-at 


VAPI KREDI FINANCIAL SERVICES INCLUDE TREASURY, CAPITAL MARKETS, FOREIGN TRADE FINANCE, LEASING, PROJECT FINANCE AND PRIVATE BANKING. CONTACT IZZET 
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| iN t | we den r fi 
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| A dedication to deliver. 


PERARL N, PHD, EXECUTIVE 


VICE PRESIDENT, INTERNATIONAL RELATIONS, ISTIKLAL CADDESI 255, 80050 BEYOGLU, ISTANBUL, TURKEY. PHONE: (1) 144 28 63. FAX: Of) 144 89 96, TELEX: 24 166 YAPM TR, CABLE: FORKREDI ISTANBUL 


VAPI KREN HAS REPRESENTATIVE OFFICES IN DUISBURG, FRANKFURT, HAMBURG, KOLN, MUNICH, STUTTGART, ZURICH, NEW YORK, MOSCOW AND LONDON PLUS AN OFFSHORE BANKING UNIT IN BAHRAIN, 





own prices. Thanks to the 























nly indicative. Traders would prefer a 


m of price-quotes which could be fed into a 
computer to show up arbitrages and aberrations. A 
“non-bank, Merrill Lynch, was among the first com- 
| panies to realise this. It set up a system, designed by 

-. Mr Michael Bloomberg, which took its own prices 
and manipulated them. This is easier to do with 
listed securities such as equities, equity options.and 
futures. It allows traders who have invested in the 
systems to make program trades (exploiting the dis- 
crepancy in price between a stock-index future and 
the equities that make up that index) with confi- 
dence. Reuters and Telerate also make it difficult for 
compare both sets of prices since 
ent formating standards for their 















his issue has become contentious 
jeneral Accounting Office, a gov- 
gency that acts at the request of Congress, 
igate so as to deter-  , : 

| yhether prices quoted by 
inter-dealer. brokers transmit- 


ted by T 












pages of their information and 
to lever their way into the next 
stage of the business: selling 
the software systems that can 
manipulate the data. 

This should not bother the 
big trading banks such as 
Bankers Trust, Chemical and 
Citicorp. They are price-mak- 
ers in the. markets and can 
. transmit price information to 
_ their clients on their own sys- 
tems. They need to keep a 
.. check on what the other banks 
^. are doing, but they attract 
enough business to make their 


Let them do it 


. Screen, smaller banks are, es- 
| » sentially, setting their prices on the back of the big 
- boys. The big banks can use their own prices (rather 
than indications from the market) for building their 
own analytics. 2 
Reuters has had some success in its strategy of 
selling information and software. It landed 1988's 
biggest dealing-room contract, when Britain's Na- 
tional Westminster Bank chose Reuters's Triarch 
2000 system for the $16.5m new dealing room for its 
County NatWest securities subsidiary. The system, 
which takes and manipulates digital data, will run 
on high-powered workstations produced by Sun 
Microsystems. | 
This new dealing room illustrates another trend 
in the use of technology in banking: 
standardisation. Although Nat West's dealing room 
will run on Sun workstations, the system will also be 


... open to IBM or Digital computers. That is because 


banks use the Unix operating system (software 
which organises basic tasks such as fetching data 
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s. But Reuters's 

























from its memory). Unlike most operating systems, - 
which suit only one computer maker, Unix has 
been adapted to work on computers from many dif} - 
ferent makers. Therefore any program written for 
Unix can run on a variety of machines. 

As banking becomes increasingly global, banks 
believe they need to be able to pull information at 
any time from any location. Most of the world's big 
banks have built, or are building, systems that will 
tie their international operations together. "You 
could say that the availability of information defines 
whether a bank is global or not," said Mr Michael 
Urkowitz, an executive vice-president at Chase 
Manhattan. Banks need to know what they are do- 
ing themselves and also to be able to tell their cus- 
tomers. And they need to know immediately. To do 
this, banks need to make sure that, say, their Lon- 
don operation does not buy a machine that will not 
fit with the rest of their business. The easiest way to 
do this is to standardise the hardware. Barclays 

| Bank is using just Digital ma- 
chines for its World Electronic 
Banking System, which is de- 
signed to integrate the process- 
ing and reporting of basic 
banking functions (such as 
commercial lending, trading 
and accounting) across its net- 
work. lt is due to be installed by 

. 1991, 

The advantage Digital has 
over other manufacturers such 
as IBM is that it produces mini- 
computers that can be grouped 
together to resemble a main- 
frame if business grows or left 
on their own if it does not. IBM 
offers less choice between per- 
sonal computers and main- 
frames. "We wanted a system 
that could be small, middle- 
sized or large," said Mr Trevor 
Nicholas, Barclays’s director of 
information systems and re- 
sources. "We also wanted a sys- 
tem that we could easily add 
to." 

Barclays is also relying 
heavily on Digital to provide some of the software 
for the system. It has already bought and installed in 
16 locations the All-in-One electronic-mail system. 
But some of the things Barclays wants the system to 
do (such as handling Wang and Digital workstations 
in a fully integrated network) are, Mr Nicholas ad- 
mits, not yet technologically practicable. — 

American banks seem less concerned about the - 
standardisation of the hardware. Chase runs its cor- 
porate-banking system on a mixture of Digital and 
IBM machines. "The critical element is the soft- 
ware," said Mr Urkowitz. Bankers Trust, which has - 
almost finished installing its bank-wide technical ar- 
chitecture, has concentrated on standardising the 
interfaces and interchanges between its systems, so 
that anybody can pluck any piece of information 
from anywhere in the system. 

As bank takeovers in America become more 
frequent, banks are searching for ways to bring the 
merging banks’ databases together. Security Pacific 




























































































l Banks are 
-concentrating their 
use of technology 
on three areas, 
retail banking, 
wholesale banking 
and the 
management of the 
bank itself. First, 
the retail bank 


- It was so much simpler then 


is intrigued by a "sophisticated hacker” system de- 
veloped by the Cambridge Technology Group in 
Massachusetts. This allows the user to get into any 
networks and systems and extract the data held 
there. The bank is already experienced at integrat- 
ing information from banks that it has bought. In 
1988 it took the bank only four days to shift the 
information on the personal loans made by its new 
subsidiary, Hibernia Bank (which had 150,00 ac- 
counts and assets of $1.6 billion), on to the central 
database. 

As banks are constantly Home and changing 
their systems, banks often face problems in integrat- 
ing new software with existing systems. Mr Single- 
ton at Security Pacific estimates that between 60% 
and 80% of the packages SecPac buys have to be 
modified to fit the bank's systems. What has to be 
changed are things such as codes for countries. Do- 
ing that can prove expensive. Mr Singleton is keen 
on modular systems which can be modified by a 
banker rather than a computer programmer. These 
systems, which were pioneered by an Australian 
bank, Westpac, are written in a fifth-generation lan- 
guage (and so do not need a programmer) and auto- 
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matically “pennant! (expl 
done and why they have done it) hemselves. "This 
should cut our programming time by a third and 
would be less costly. to. maintain, "says Mr 
Singleton. 

The increasing technological ohai of 
banks will alter banking’s'cost-base dramatically. In 
some technologically mature banking businesses, 
such as the transfers of international funds, Ameri- 
can banks’ differing levels of technological sophis- 
tication mean dramatically different cost (and hence 
profitability) levels. The market leader and cheapest 
processor, Bankers Trust, can do the business at a 
third of the cost of the seventh-ranked bank in the 
business. Although that bank, Chemical, claims its 
business is still profitable, it is vulnerable and obvi- 
ously does not produce the returns that Bankers 
Trust enjoys.. 

Since banks are going to have to pay far more 
attention to the ways in which they use their capital, 
technological advantage is often going to prove de- 


cisive in shaping a bank's strategy. Both the retail." 
and corporate markets are increasingly relying on 


computers to deliver and manage products. 








Playing the percentages 


LMOST everything about a retail bank will 
change in the next decade. The business it 
does will no longer be banking (accepting deposits 
and making loans) but financial services (selling sav- 
ings products, insurance and credit). This will not 


be done passively, from solid, often imperial build- 


ings. Instead of waiting for customers to come to 
them, banks, like other retailers, will have to entice 
them inside. 

This more marketing-led approach will make re- 
tail bankers less concerned about creditworthiness 
than lost sales. An example of the new breed is Mr 
Richard Braddock, head of Citicorp’s most profit- 
able business, its retail bank. Mr Braddock started 


his business career in the marketing department at 
General Foods. He does not fret about the bank’s 
above-average credit losses on its principal product, 
credit cards: "It's an actuarial business," he says, 
meaning that the margin from increased sales far 
outweighs the losses. 

Banks face two problems in Bering into new 
businesses: the law and the competition. In America 
and Japan laws prevent banks from selling their own 
mutual funds or insurance; they also cannot under- 
write corporate securities and sell them to the pub- 


The problem with Garapelivon is more univer- 


sal. Deutsche Bank, West Germany's biggest bank, 
thought hard before deciding to take on Europe's 


biggest insurance company, Allianz, by selling life 
insurance. After dipping its toe into the market by 
selling a life-policy-linked savings plan in 1983, the 
lure of Europe's most lucrative financial market 


proved too much. Deutsche is geared up to sell its - 


own life-insurance policies this year. Around 2096 
(and rising) of Germany's DM 2.4 trillion ($1.5 tril- 
lion) of household savings now goes into insurance 
compared with the 4896 (and falling) that sits in 
bank deposits. Allianz is well-positioned for a 
counter-attack. Allianz has 24% of Bayerische 
Hypotheken und Wechselbank, besides significant 
shareholdings in the German corporations that 
make up Deutsche Bank’s core market. At the be- 
ginning of March, it announced an alliance with 
Dresdner Bank, Germany’s biggest bank. Dresdner 
will sell Allianz’s products through its branches. 

In Japan life insurance companies with huge 
salesforces are enviously eyeing the Japanese city 
banks’ new emphasis on the retail market. In Brit- 
ain, the building societies and insurance companies 
are increasingly competing against the du in sell- 
ing services like PEPS (Personal i E | 
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One Flag. m 


A Avoid This One. 


corporation, you know that international fax. 


| ules affect even your most routine 
business decisions. Understanding g those 
rules ~and making informed 

decisions — can mean the difference 


between success and failure. 


B 1 om T7 s. 5. Corporate Tax Group in London is 
X E ET provider of U.S. corporate tax 
E through: out the U.K. and Europe. 
a WM le cc oncentrate solely on business tax 
ET S which allows us to concentrate on 

ES | giving you the considered and rapid 


responses you need. 


Sri your c company operates internati onally M 
(ori i rn re considering it}, we can help you . 
k ee m. with corporate structuring, mergers and 


l E joint ventures, and a whole 


our r knowle edg ge — experience to work for you. | 
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Templeton International is a £7 billion global investment company. With 1992 and 


the European Unified Market fast approaching they recognised a need for an HQ 


to service their growing client base in Europe. So why cotland? A closer look at the 
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-. facts reveals all. Scotland is already a major financial centre witl 80 billion unds 4. 













|]. "unt infrastructure is already in place. ' 
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- believe it or not, operational costs in Scotland are just a fraction of those in other 





uropean centres. If you want to be better placed for 1992, contact David Brown at. 


Scottish Development Agency, The Scottish Centre, 17 Cockspur Street, 


London SWIY 5BL (Telephone 01-839 2117), or FREEFO! 
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SCOTTISH DEVELOPMENT AGENCY, HEAD OFFICE, 120 BOTHWELL STREET, GLASGOW G2 7]P TELEPHONE 04 248: 
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Meşrutiyet Caddesi 141, Tepebaşı, 80050 Istanbul, Turkey 
(90-1) 151 72 70 (19 Lines) Fax: (90-1) 143 23 96, 149 18 99 Telex 25381 esfo tr, 25558 eses tr 



















The most profitable company jn Turkey” 


Over the years Akbank has been committed » 
to sound growth and the maintenance of - 
_ high international banking standards. Our 
| consistent policy has been to build up a 
g capital base to support the 
progres sive and prudent expansion of our. 
balance sheet. go 






Recently another milestones was passed with 
the increase in our Capital from — : 
T1250 billion (US Dollars 137.9 million) to. 
TL 500 billion (US Dollars 275.8 million). - 


Today Akbank is ranked among the top - 
three banks in the world by return on equity. 
and assets. 


Akbank's pioneering spirit manifests itself 
in new ventures such as the creation of 
BNP-AK-DRESDNER Bank in cooperation 

with Banque Nationale de Paris and 
Dresdner Bank. 


-Our extensive branch network in Turkey 


- andour representatives in various 
international financial centres form a 
. continuous chain of unrivalled 

— “Akbank service". 


The habit of success makes Akbank the first 
choice. 


Ak International Bank Limited 
» Ak International Bank Ltd. in which Akbank has a 
major shareholding completed its sixth year as an 
authorised institution. 


In 1988 the bank recorded a pre tax profit of & 2.1 
| million and total shareholders funds af & 164 
million. | 


| 189 paid t up capital was raised from & 10 
llion, increasing capital resources - 





to more than £ 26 million. 


+ Ak International Bank Ltd. is at your service for all 


your = transac Tens, 


10 Finsbury Square, fond 
Telephone: (17628 Rs 
Fax (1)6382037 
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. what Deutsche Bank is doing because of the regula- 

tions enshrined in law. This year the almost annual 
congressional debates on the scope of a bank's busi- 
ness are likely to take second place to a discussion of 


how to recapitalise the government's deposit insur- 


ance system. The Federal Savings and Loan Insur- 
ance Corporation (FsLIC) has insured around $100 
billion of deposits at technically bankrupt savings 
and loans associations. It does not have enough as- 
sets to cover its obligations. The Federal Deposit In- 
surance Corporation, (FDIC) which insures banks' 
deposits, still has around $15 billion in assets but 
recorded its first-ever loss (of $2 billion) in 1988. In 
mid-February President George Bush announced a 
$50 billion plan to sort out the thrift crisis that sets 
course for a merger of both FsLic and FDIC, 

The FDIC wants to make its insurance cover 
more expensive for banks that are in trouble. Atthe 
moment, so long as they meet the agency's mini- 
mum capital-to-assets measure (which is tighter 
than the Bis rules), they are eligible for insurance. 
This system encourages banks in trouble to try to 
gamble their way out of their problems. Instead of 
cutting back, banks tend to lure insured deposits 
with high interest rates and pile up high-yielding 
but risky assets, When these gambles fail, their posi- 
tions worsen. Since the big banks frequently take 
deposits from other banks, a liquidity crisis (that is, 
an inability to repay depositors) at a big bank could 
quickly ripple through the system. 

An elegant solution to this problem, suggested 
by Mr Lowell Bryan, a McKinsey consultant, would 
be to separate the payments function of a bank from 
the rest of its business. All that the regulators would 
be responsible for regulating and insuring would be 
the payments operations. That could be done by 
making sure that banks offering current accounts 
kept their money in "safe" government securities. 
In this system only current accounts would be in- 
sured; all other deposit accounts would be at the 
depositors' risk. This might also make it easier for 
the rest of the bank to get into new businesses. That 
really requires Congress to pass new laws, which 
~ looks unlikely to happen soon. 

In the absence of that, some American banks 
will be tempted to take the safer but less lucrative 
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Dy contrast, in America-the banks cannot do 


























Why drop into a bank? 


option of going into joint ventures with suppliers of 
specialist services. Some already have. BancOne in 
Ohio sells insurance in four of its branches in Co- 
lumbus by sub-letting space to an insurance broker 
called Nationwide. The bank, which has been doing 
this for five years, admits that this initiative has had 
only limited success. Sometimes banks sell other f- 
nancial companies' products simply because they do 
not want to invest in building up their own. Mid- 
land Bank in Britain, for example, has a joint ven- 
ture with Commercial Union to sell life insurance 
under the Midland brand. Commercial Union 
"manufactures" the product, Midland acts as the 
retailer. 

This overturns another of the tenets of a tradi- 
tional bank, that it should have its own proprietary 
products. Other financialservice businesses have 
realised this; Merrill Lynch, America's biggest retail 
stockbroker, sells other firms’ mutual funds besides 
its own. 
























Why branching is out 


Banks are aware that their business is changing. 
Take their attitude to their branches. Banks are try- 
ing to turn them into places where people can do 
more than deposit and withdraw money. That func- 
tion is being relegated to ATMs. Citicorp in America 
and Lloyds Bank in Britain say that 8096 of their 
cash withdrawals are now done through their ATMs. 
Most banks believe that branches can be turned 
into sales offices for more complicated services such 
as unit-linked life insurance. They may not be right. 

There are two problems with turning a branch 
into a sales office. The first is that the people man- 
ning the branch have traditionally not been sales- 
men. Financial services are intangible, expensive 
and often complicated. Banks also offer a huge 















































range. Most banks oer more ACE 250 retail prod- 
ucts through their branches. 

Wachovia Bank and Trust, a go-ahead regional 

| bank based in Winston-Salem, North Carolina, has 

tried to get around this problem with technology. 


—. Each of its tellers at each branch counter has a com- 


puter screen that is connected to the bank's central 
customer records. So when a customer appears, the 
teller can quickly find out what services the cus- 
tomer has bought from the bank. That should help 
the teller see what sort of bank products the cus 
tomer is likely to buy. The computer may even sug- 
gest products for the teller to try to sell. Another 
American regional bank has taken technology a 
step further. BayBanks in Boston motivates its tell- 
ers by paying them according to the products and 
who the purchaser is. Other banks weakly hope that 
.a couple of weeks at a customer-service training 
course will transform surly staff into friendly, 
knowledgeable and persuasive salespeople. Some 
hope. 

The other problem is getting people into the 
branch. Although most banks still insist that a cus- 
tomer turns up at a branch to open an account, this 
is changing. Citicorp is automating the opening of 
its accounts by using expert systems. These distill 
the experience of managers into a computer pro- 
gram which asks customers questions that vary ac- 
cording to the managers’ answers. As banks load 
their computers with more information, these sys- 
tems can cross-check the customers’ replies more 
effectively. 

Now that customers tend to use ATMs, they 
have fewer reasons to call in at their branches. Few 
people set out to go shopping for life insurance as 
they do for socks or videos. Most banks have tried 
to cover this by the half-measure of putting their 
ATMs in the branch lobbies. Others are taking a 
more radical attitude. 

In America already 20% of the banks’ ATMs are 
not attached to the branches. In Britain banks are 
just starting to site ATMs in supermarkets and rail- 
way stations. TSB hopes to start installing ATMs in 
some of its estate agents this year; Midland, which 
has 85 ATMs away from its branches, aims to double 
that figure this year. 


Electronic salesmen 

Banks are already trying to sell financial services 
through their ATMs, as they must in order to secure 
some profit from their hefty investment in ATMs. 
American banks have sunk about $10 billion into 
their 82,000 ATMs. Only Citicorp can show a tangi- 
ble return on its investment. When it started install- 

ing ATMs in New York, it had a market share of 
around 4%. In the decade since then it tripled its 
share of New York's loans and deposits to almost 
1596. Other banks would love to follow its example 
so as to increase their revenues. 

Chemical Bank is building the software which 
will enable it to offer products such as home-equity 
loans and credit cards to people using its machines. 
Several banks (including Citicorp, NatWest, Tsp 
and the Glasgow-based subsidiary of National Aus- 
tralia Bank) have experimented at installing ATMs 
with video screens. These can either be interactive 
(react in a pre-programmed way to the customers’ 
instructions) or linked to a salesman at a central 








































Which button do I press? 


point. But electronic selling can run up against con- 
sumer resistance. NatWest, which launched a pilot 
project using interactive video, found that its cus- 
tomers soon became bored with the slowness of the 
machines. NatWest thinks the answer might be a 
fast-forward button. 

Broadening the use of ATMs has two difficulties. 
The first is that it undermines the ATMs’ chief sell- 
ing point—dispensing cash quickly. This could be 
sidestepped by installing banks of machines which 
could do more than simply pay out cash. This is al- 
ready the case in Japan, where customers use them 

o pay bills and transfer money. Banks want to do — 

this because ATMs are comparatively expensive to — 
operate. They are linked to the banks' central com- 
puters by leased telephone lines. These costs are 
fixed and comparatively high, since there has been 
relatively little deregulation (and hence compe- 
tition) in local telephone markets. Citicorp reckons 
that 80% of its ATM communications costs come in 
the last mile between the central computer and the 
selling point. The second problem is that banks 
need to know their customers before they start to 
try to sell them new products. As Chemical Bank's 
chief information officer, Mrs Barbara Capsalis, 
points out, nobody would think much of a bank 
e: tried to sell an old-age pensioner a student 
oan. 


King customer 


Most banks still cannot. look at the bank’ s relations 
with the customer from the customer's point of- 
view. Yet making that jump can pay immediate divi- 
dends. In Japan Sumitomo Bank has long tried to 
get around the Ministry of Finance’s restrictions 
that stop it from making crédivcard loans. 
Sumitomo's- cards: are, like. Am | 








The Deal 
Isn't Done... 


The word “go” on an acquisition requires 
courage. But lurking on the heels of a done 
deal is the arduous task of integrating the 
new acquisition into your organization. 

Succeed and you'll end up with a whole 
that is greater than the sum of its parts. 

Stumble, and last year’s strategy could 
become this year’s albatross. 

The seasoned professionals in Peat Mar- 
wick's Financial Services Practice have the 
requisite skills to develop a “go” strategy 
that is as workable as it is imaginative. As 
consultants with national reputations and as 
industry professionals, our blend of industry 
and technical expertise is a product of having 
been there. We are committed to working with 
you until your potential is maximized. 

No matter what issues you face, we'll 
send you practical professionals who have 
worked through solutions many times over. 
Hands-on advisers...senior decision-makers 
who know what it’s like to answer to a board 
of directors interested in results—not excuses. 

Put our experience to work in strategic 
planning, organizational structure, manage- 


E ment processes, information technology and 
Until The systems, and human resources. 
Strategy Works. 
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charge cards, so the money customers borrow has to 
be repaid at the end of every month. 

Sumitomo guessed that some of its customers 
might like credit instead of paying off the lump sum. 
So it offered its customers an account which 
switched money between deposit and current ac- 
counts to make the payments. Sumitomo also auto- 
matically made a loan if the money was not available 
to cover the payments on the credit card. To sell the 
service, the bank had to know which of its custom- 
ers with cards might prefer to make more gradual 
repayments. It called its product the Total Pack sys- 
tem. In the six months after its launch in April 
1988, Sumitomo opened 300,000 accounts. The 
amount of borrowing varies from month to month 
but each loan is usually for around ¥500,000 
($3,875). These loans have a profit margin for the 
bank of between 2% and 3% a month. 

Sumitomo also used its customer-information 
files to work out who might respond to a mail shot 
for an account that linked the interest on a deposit 
account to movements in the price of gold. Effec- 
tively, Sumitomo was retailing options on gold, 
which is also banned by the finance ministry. 

A non-bank, American Express, is recognised 
as the best at using computers to manipulate data 
about its customers. On some of its end-of-year 
statements, it can break a customer's spending 
down by place and type as well as time. Besides im- 
pressing customers and dismaying rivals, this tech- 
nique helps the company to build up a psychologi- 
cal picture of its customer. It knows his or her 
spending patterns so well that it uses them as a com- 
puter check against fraud. Any extraordinary be- 
haviour—such as using the card to buy hi-fi equip- 
ment three days in a row—is shown up. This 
knowledge can also be put to more immediate uses. 
American Express can target potential purchasers 
of its goods and services more accurately. Frequent 
travellers, for example, are showered with offers of 
luggage and week-ends in hotels at cheap rates. 

American banks are trying to harness the in- 
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formation hidden inside their systems as well. 
Chemical Bank is adding the publicly available cen- 
sus returns to its own data to give it a clearer picture 
of its customers. British banks use census data for 
their direct-marketing mailshots. In Japan a non- 
bank, Seibu Credit, has gone further. lt has added 
the country's land registry (so that it can check 
names and addresses to issue its credit cards. more 
quickly) and telephone numbers to its database. 


Recognise your customer 


British banks have been slower to treat their cus- 
tomer as a person rather than as a series of accounts. 
None, for example, knows how many customers it 
deals with. They do know how many current ac- 
counts they have. None yet has a system that puts all 
the customers' dealings with a bank on one state- 
ment, even though that is theoretically feasible. Al- 
though the banks in the Access credit-card system 
(which is part of MasterCard) hold the information 
about what their customers have done on their own 
computers, they have not meshed it into the rest of 
their system. By the middle of this vear Midland 
Bank's head of operations, Mr Gene Lockhart, 
promises that it will be able to put all the customers' 
dealings with the bank (including the Access bal- 
ance) on one statement. He will not say whether the 
bank will charge for this service. 

All this information can help banks to design 
products and services. But it will not necessarily sell 
them. Banks are increasingly imitating their non- 
bank rivals in their sales methods. Some, such as 
Lloyds Bank, have even bought salesforces to spear- 
head their push into selling life insurance and other 
less traditional services. Last year Lloyds took con- 
trol of a life-insurance company, Abbey Life, which 
has one of the most successful salesforces in Britain. 
Mail shots are becoming more frequent. Banks are 
already amongst the heaviest spenders on advertis- 
ing. Eventually, one bank will nerve itself to start 
hard selling over the telephone. 
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Tracing paces 


TOWHERE have banks suffered so much at the 


hands of non-banks as in the : corporate loan ` 


market. Few banks now perd money from lending 
to big companies. Not only are those companies 
flush with money; they also invariably have better 
credit ratings than the banks themselves, so can 


borrow more cheaply. Outside continental Europe, 


this business of arranging or placing a company's 


commercial paper, bond and stock issues with insti- 


tutional investors has passed the banks by. In Amer- 
and. Japan the commercial banks have been 





barred ftom both. lending to companies and under- 
writing stock and bond issues. 


Thi 





s is changing, but too slowly for the banks. 


In January the Federal Reserve allowed five commer- 
cial banks (Security Pacific, J.P. Morgan, Chase 


Manhattan, Bankers Trust and Citicorp) to set up 


subsidiaries to underwrite corporate debt securities. 
The only proviso is that not more than 596 of the 





subsidiaries" gross revenues can come from these 
newly permitted activities; the rest must come from 
their existing securities business of underwriting 
and trading government and some municipal 
bonds. That should not be too cramping a restric- 
tion, since commercial banks can inflate their bond- 
trading income with sales and repurchase agree- 
ments. These new investment-banking powers will 
make the trading room, rather than a bank's bal- 
ance sheet, the point where borrowers and lenders 
meet. 


The heart of the bank 


Even before these new powers, the trading room 
was the hub of most of a bank's business with com- 
panies. Increasingly, the world's big banks have 
lumped their corporate-lending operations into 
their wider-ranging trading operations. Banks as dif- 
ferent as Lloyds and Continental (which has 
dropped the provincial-sounding "Illinois" from its 
name) see swaps, options and hedging strategies 
rather than money as the products that corpora- 
tions will buy from them in the 1990s. They are bet- 
ting on currencies and interest rates continuing to 
jerk and sag. 

The volatility of currencies in the 1980s has 
spurred the market in two ways. First, companies 
have had to pay as much attention to guessing what 
the exchange rate will do as to designing and mar- 
keting a new product. Second, corporations’ in- 
creased profitability and comparatively low rates of 
investment in their businesses led them to treat 
their treasurers’ cash piles as potential sources of 
profit. 

Corporations realised they could make more 
money by trading securities than by keeping the 
money in bank deposits. In Japan this phenomenon 
(called zaiteku) has spread down the corporate 
league to second-rank companies. In Europe and 
America companies such as British Petroleum have 


-set up in-house banks to manage both sides of their 


balance sheet. Banks too have increased their trad- 
ing capability by building bigger dealing rooms. All 
this activity has produced a bonanza for the biggest 
traders in the market—banks. 





: n has 5 boed s 












At the od k 


Eu 20% of i non-interest | 
they made $740m, or 15%. The grow 
eign-exchange market has been particule 
sive. In 1988 the market probably traded ar end 
$350 billion-worth of currencies a day in the world's 
main financial markets. That is almost 50% more 
than it managed in 1986—the last time the central 
banks tried to establish. the size of the market. The 
bond markets have been.stickier. Although vol. 
umes in the Japanese. government-bond markets 
have ies on aiti tfe i is provingn more difficult 








The big paket Min rofts hare heavily to cope with 


the increase in volumes. In most cases this spending 
has made the market more competitive. It has nar- 
rowed the spread (the difference between the price 
at which a bank sells and buys). The banks have 
been able to deal at tighter spreads because of lower 
costs, but they have been forced to broadcast those 
tighter spreads to their customers over information 
systems such as Reuters and Telerate. Those banks 
that have spent the $20m-$30m to set up a state-of- 
the-art dealing room seem to have grabbed a bigger 
and more profitable share of the market. 

Over the past five years banks have concen- 
trated their spending on hardware and communica- 
tions systems. Most big banks have now succeeded 
in getting paper out of the dealing room. That has 
reduced the number of clerks needed to service 
dealers. Thanks to its Remos trading system, Bank- 
ers Trust has gone from having 67 clerks in London 
to process a daily average of 700 trades in 1986 to 
having eight to deal with around: 1,000 in 1988. 


| banks, the growth i in trading | 


Most banks now have dealing systems which allow 


traders to record the trades as they execute them 
while simultaneously checking the creditworthiness 
of the counterparty. Bankers Trust has thus cut its 
costs and added to its revenues. - 


Buyers Pine sellers 


Some banks have tried to recover their investment _ 


in dealing systems by selling the software they devel- 
oped for themselves to other banks. Bankers Trust 
has sold its Remos system to eight other (mostly Jap- 
anese) banks. This system accounts for and pro- 
cesses trades on a global basis. It also allows traders 
and managers to calculate profits and losses accord- 
ing to the last traded price. Although it was origi- 
nally designed for the foreign-exchange market, the 
system can be used for options, futures and dollar 
bonds. The system cannot, however, cope with non- 
dollar bonds or equities: 


Remos is not cheap. ‘Sumitomo: bank bought E 
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AND YOUR FINANCIAL PRINTER SAID YOUR 
JOB WOULD BENEFIT FROM HIS EXPERIENCE. 

























~~ There you are, teetering 
"on the brink. 


The job your printer called "the 
kind we do all the time" has 
come to the 11th hour. The clock 
| is about to strike it down—and 
you with it. He said it was "a trip 
I've taken many times before; 
but it's beginning to look like 
his maiden voyage, and you've 
already lashed yourself to the 
mast. You've got a funny 
WO feeling in the pit of your 
- stomach that's not in the least 
bit funny. You're in a spot, wondering 
how you got there. 


Maybe it was a low-ball bid that's beginning to look like it will cost 
you dearly. Maybe it was someone whos new to the business, a com- 
mercial printer who thought your work would make great on-the-job 
training. Maybe it was a "state of the art” communications link that never 
made it out of the state, or a far-flung network that fell a little short. 


We're the world's largest financial printer, and what we offer is a unique level of 
experience, commitment, and reliability. The kind of reliability that has brought us more 
jobs exactly like your job than anyone else. The kind of commitment and innovative spirit 
that's earned a worldwide reputation for doing something first. Then doing it better than 
anyone else 


And with our new typesetting system, we can give you a level of speed and precision that translates 
into turnaround time unavailable anywhere else. In our business, experience is a saleable commodity. It's 
one of the major reasons Pandick sells more financial printing than anyone, anywhere else. 


@ PANDICK, Inc. 


345 Hudson Street, New York, N_Y. 10014 Telex: 12009 
METCALFE PANDICK, Ltd., New Roman House, 10 East Road London N1 6AJ Fax: 01-251 0962 


Full-service offices and plant affiliations in financial centers throughout North America and the world 
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from its international business increased by 6496 to 
¥72 billion ($569m)—substantially more than its 
peers, Fuji, Sanwa and Dai-Ichi Kangyo. Around 
40% of profits came from the trading room, and 
half those profits came from trading foreign ex- 
change. Mr Yoshiyaki Fujii, deputy general manager 
responsible for operations, attributes a large part of 
the difference to Sumitomo’s more modern systems. 

Banks may be prepared to sell their trading sys- 
tems to their rivals, but they will not sell them their 
analytics. This is the software which is designed to 
give traders an edge over their rivals. Besides 
manipulating information to show up profitable ar- 
bitrages, these programmes can also help the bank 
manage its trading risks better. Citicorp has a sys- 
tem that enables the bank to match a trader’s profit- 
ability against the risk he takes. The point of this is 
to give traders who make most money by taking the 
fewest risks more money to play with. 

Other banks are keener on managing their risks 
centrally. By the end of this year Bankers Trust will 
have extended its Remos system so that it can net 
out the bank's position in any market in real time 
(that is, at the prices actually being quoted in the 
market). That should mean that the bank can hedge 
itself more efficiently and therefore make better use 
of its capital. The prices the bank uses for market 
iios are the last ones at which the trader himself 

ealt. 

Centralised control is vital for those markets, 
especially in options, where the bank is the sole mar- 
ket-maker. Bankers Trust used to give its senior 
traders the discretion to value those options. This 
policy came unstuck in the second quarter of 1988 
when its top trader, Mr Andy Kreiger, resigned and 
the bank was forced to restate its earnings for the 
last quarter of 1987. Foreign-exchange income was 
reduced from a record $338m to $258m. 


Wooing the corporations 


Analytics should help banks to woo corporate cus- 
tomers. In the Eurobond market, banks and invest- 
ment banks have enhanced their services to key cus- 
tomers by providing services such as revaluing a 
company's interest-rate or foreign-exchange swap 
portfolio daily. The revaluation itself provides in- 
formation which can lead to ideas for deals, as bor- 
rowers want to take profits or adjust exposures. In- 
creasingly, banks will have to enhance the simple 
information and dealing service they provide. This 
is already under attack from non-banks such as 
Reuters. 

Reuters allows banks and securities houses to 
display firm prices for set amounts of foreign ex- 
change and securities which can then be bought and 
sold electronically through Reuters's system. Al- 
though this system has not yet caught on—most 
traders still trade with a combination of screen and 
telephone—it threatens the banks' links with its 
customers. [f a bank does not know what its custom- 
ers have done, it is at a disadvantage. Some banks 
still want to have relationships with customers 
rather than simply trying to grab transactions by un- 
dercutting their competitors. 

Chemical Bank, which has made its reputation 
in foreign exchange on competitive trading in high- 
volume markets, is trying to cement its relations 
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electronically on the prices the bank shows them. 
Usually, prices quoted on a screen have to be veri- 
fied by a telephone call. Chemical's prices are not 
up to the second and the system will only handle 
trades for less than $500,000. The bank which does 
not charge for this service, unlike Reuters which, 
rents its screens out for a monthly fee. So it makes 
its money in two other ways. The prices have wider 
spreads than the actual prices Chemical's market- 
makers usually quote. The bank also reckons that it 
is using its traders more efficiently if it reserves them 
for the bigger deals. 


Friends or foes 


Establishing close relations with bigger customers is 
highly fraught. The bigger the company is, the more 
banks it tends to use. These companies can pick in- 
formation and ideas from individual banks. Banks 
can avoid being used unprofitably only by working 
out who are, overall, their profitable customers. 
Some banks such as Lloyds have started, like stock- 
brokers, to match their advice and suggestions to 
the amount of profitable business a customer gives 
them. The idea is that customers who are most prof- 
itable to Lloyds get the first crack at using the 
bank's skills. Even Sumitomo is moving down this 
path. It says that it would not turn away business 
from one of its customers, but it might price services 
differently according to the overall profitability of 
the relationship. 

This tiering of a bank's relations with its cus- 
tomers seems inevitable. Banks are increasingly 
making judgments between their corporate custom- 
ers. Barclays Bank ran into a storm of criticism for 
backing Plessey’s “pac-man” defence against a hos- 
tile bid from Britain's General Electric Company 
(GEC). In a pac-man defence, a takeover target 
organises a bid of its own for the company that 
wants to take it over. Barclays believed Plessey was 
closer to it than GEC which, although it had millions 
of pounds on deposit with Barclays, usually allo- 
cated its business purely by price. 

Some go-it-alone customers may try to reduce 
their dealings with banks. In Japan and America 
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- pharmacy supplier with no o is MAS | 
ing the banks. The company, the Farmer Group, 
operates a value-added network that threatens to 

net payments between companies. This means that 

the banks would see less business. In Japan's chaotic 


ent devels. Better i sement will n mean 
less business for the banks. The crumb of comfort 
for the banks is that at the moment it is illegal for 
any company except a bank to net payments be- 


tween companies. But that could change: 















Banker, know thyself 


S BANKS make more use of the information | 


flowing through their systems, they should 
have a clearer idea of the places and businesses they 
should be in. This should lead to tighter and more 
businesslike management. 

Until May 1987 most banks (at least all those 
involved in third-world lending) lived in a magical 
world where bad loans remained good. Citicorp 
broke the spell by making 25% provisions against 
its loans to third-world countries. Suddenly banks, 
especially the more fanciful American and British 
ones, admitted what almost everybody else already 
knew, that they had holes in their balance sheets 
and not enough capital to plug them. Capital be- 
came a scarce resource. The world’s central banks 
emphasised the point soon afterwards by setting 
new targets for capital adequacy and cleaning up the 
definition of what constituted capital. To the hor- 
ror of some acquisitive American banks, goodwill 
(that is, the premium over the net asset value one 
bank pays to buy another) no longer qualified as 
capital. So a bank that bought another would have 
to subtract the goodwill from its capital base. 

The banks’ first reaction to arriving in the real 
world was to raise more capital. Japanese banks used 


the stockmarket; American banks sold businesses 


and property. In thel onger term these new rules will 
force banks to use their capital more efficiently. 
Since the stockmarket judges a bank by its return 
on equity, bank managements need to run their 
businesses by the same measure. To do this they 
need to have a clear view of what the bank is doing 
well and what risks it is taking. This information 


should come from a management-information sys- 
tem—that is, a computer network that provides 


profit, loss and revenue data swiftly and compre- 
hensibly to top managers. And it should be more 


- precise. As Mr Michael Urkowitz, an executive vice- 


president at Chase Manhattan, says: “In 1989 allo- 
cation of capital will be driven down to lower levels 
in the organisation: - 

- Such information will be used 
the bank’s business. Thi 
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Disentangle the business 

Almost by definition banks are mismatched be- 
tween the maturities of their assets and liabilities. 
Banks tend to take in short-term deposits and lend 
them out long term. Managing this mismatch is cru- 
cial. First Bank Systems made hundreds of millions 
of dollars by betting that interest rates would fall 
from 1984 to 1986. It fixed the price of a chunk of 
its assets by buying $3 billion-worth of American 
Treasury bonds. It financed these with short-term 
floating-rate liabilities. But, as with all betting, the 
skill is knowing when to stop. First Bank Systems 
ran into losses when it continued with this policy as 
interest rates began to rise. Some banks take similar 
risks without noticing. 

Time can slant is relàtiohship between a 
bank's assets and its liabilities. Both sides of the bal- 
ance sheet are in a state of flux and a sudden lurch 
in interest rates coupled with the maturing of cheap 
deposits can throw a profitable loan into loss. So 
getting the funding right is just as important as—if 
not more important than— putting the money to a 
profitable use. If banks are going to discover how 


they make their money, they have to disentangle the- | 


cost of raising the deposit from the margin on the 
loan. 
Japanese banks are begining to sn i les- 


son as they come to grips with deregulation. Most. 


Japanese banks now gather over 5096 of their depos- 
its at unregulated interest rates. For most, this has 
meant lower net interest income. But Sumitomo 


bank has managed to keep the growth in interest - 


expenses under control, so that it has not out- 
stripped the growth in interest income. Although 
Sumitomo's funding costs are not the cheapest of 
the big-five Japanese banks (Sumitomo, Dai-Ichi 
Kangyo, Fuji, Mitsubishi and Sanwa), the bank now 
boasts the best margins of the group. It managed to 

earn 0.83% in net interest-income from its average 
assets. Besides’ cutting its funding expenses 
Sumitomo also steppe lending 3 to o the high- 
margin retail a: small- busi es 
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In 1988, Garanti's share of Turkey's overallhard . . 
currency business volume has reached an impressive 
1396: A significant accomplishment for a reputedly - 
well-established, broad-based bank at home —a faet 
supported by an increase from 3% to 5% in Garanti's 
domestic market share in a sector of 65 banks. 


These figures reflect the growing confidence our 
local and international clients have in Garanti — 
Bankasi— another reason for you to choose Garanti. 
as your trade connection to Turkey. 
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import from Mexico. What they're looking for in a banking partner is one 
. Which not only knows Mexico but also knows trade finance. 

No bank, anywhere, fits that description better than Banco 
Internacional. As a Mexican bank committed to enhancing 






nationwide. We're also dedicated to trade finance like no other bank. 
Proof of that is our unique array of trade-related services, including fully 





and pre-export financing. Government financing programs. Every sort of 
trade advisory service. And lockbox, collection and cash letter services. 
. We're also the leader among all Mexican banks offering asset- | 
"based financing to U.S. importers of Mexican goods. Moreover, 









credit on behalf of our U.S. customers. And since we work 
directly with U.S. importers and Mexican exporters, 





. rather than through regional or correspondent 
banks, we're able to give our customers more 









banking business for you. 
: That's the sort of full service 
banking U.S. importers need in 
order to unlock profitable op- 
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not made use of the information going 
ough their systems. Manufacturers Hanover had 
linkered risk-management system that did not 
- match its exposures with the riskiness of the indus- 
tries to which the bank was lending. So it lent too 
| much to energy and real estate. When these loans 
| started to turn sour, the bank waited for each loan 
|. to start missing interest payments before it made 
any provision against them. The bank changed its 
system at the beginning of 1988 and now allocates 

. provisions against the quality of its loans. 
The more banks decentralise, the more impor- 
tant this sort of unbundling becomes. Banks need to 
| allocate costs for their funding operations just as 
much as for their lending. Only by eliminating (or 
becoming aware of cross-subsidies) will banks be 
able to increase their profitability. One bank which 
tumbled to this early on was the Bank of Boston. 
Since it introduced this sort of management-in- 
. formation system in 1983, its return on equity has 
^L started to move up from the 1296 it recorded in 
.. 1982 to around 14% for 1988. Besides keeping the 
«bank in the processing businesses, this sort of analy- 
"' sis also led it to maintain its lucrative local-currency 

lending business in Latin America. 

Management-information systems do not solve 
a bank's problems at a stroke. But woolly and once 
voguish notions of synergy are shown up when the 
bank is managed strictly according to return on cap- 
ital. Banks realise that they do not have to be in the 
American Treasury-bond market (with its tight new 
capital-requirements, cut-throat competition and 
sluggish turnover) as well as the British government- 
bond market on the off-chance that investors might 
switch from one to the other. It would, however, 
make sense for a bank that was interested in doing 
securities business (including equity trading) in 
America to get into the Treasury-bond market. 
Trading Treasury bonds and building up sales and 
repurchase agreements can shelter a bank's push 

.. into the more lucrative securities markets. 

Banks no longer have the money to throw at 
businesses that do not contribute to profits. They 
also have to recognise that, as well as the more 
heady, risk-laden sides of their businesses, there are 
og Others that do not guzzle capital yet produce hefty 

' profits. The advisory part of investment banking 
{organising mergers and arranging the finance for 
buy-outs) is one. Commercial banks often have an 
advantage over investment banks in this business 
because they can resort to “warehousing” a deal on 
their balance sheets before selling it on. Investment 
banks can only commit their capital. Few can han- 
dle more than one deal at a time. 

The other businesses that show up well are 
|. duller. Processing businesses use fixed amounts of 

capital and use it more efficiently than do the bank's 
lending businesses. The two tables compare the ef- 
fect of a bank increasing its loans and increasing its 
processing capability. They show how substantially 
more expensive it is for a bank to increase its loans 
rather than its processing services. Processing busi- 
nesses are often highly automated with fixed costs 
and so any increase in business feeds through into 
|. the profit line. Boring-sounding businesses, such as 
] custodianship of securities or settling and clearing 
co] American Treasury bonds (investment banks which 

|. are not regulated by the Federal Reserve have to pay 
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of clerks, either checking what has | 







commercial banks to do that), pro- 
duce good profits for banks such as 
Bank of New York and State Street. 
Returns of 100% on equity are not 
unknown. 

In Britain Midland Bank is the 
fourth largest custodian of securities 
in the world. It looks after the se- 
curities on behalf of institutional in- 
vestors and is responsible for pro- 
cessing the trades and providing the 
investment managers with informa- 
tion about their portfolios. On most 
days, around £20 billion-worth of 
securities flows through Midland’s 
processing systems. It is a steady 
money earner for the bank. Mr 
Gene Lockhart, who runs Mid- 
land's operations, pointed out that ^ 
his bank's processing businesses contribute more to 
profit than more glamourous ones, such as corpo- 
rate finance. Midland's securities-processing busi- 
ness also stands to gain if Marks and Spencer's unit — 
trusts take off. Midland handles all their processing. | 


















































Worthy processors m 
In America some of the processing businesses are 
beginning to polarise. State Street and Bank of New 
York dominate the processing of mutual-funds as 
well as settling trades in American Treasury bonds. 
There are around 50m mutual-fund account holders 
holding about $500 billion-worth of mutual funds. 
State Street Bank uses about 15% of its ($800m) eq- 
uity in processing businesses, mostly master trust 
(that is, running an institutional investor’s back of- 
fice) and mutual-fund processing but it makes al- 
most half of its $150m net income there. 

Processing businesses look set to grow. As more 
people use credit cards or ATMs, the volume of 
transactions banks (or others) will have to process 
should rise. One of the biggest markets will be in 
Europe where credit cards and ATMs are used less 
frequently than in America. In America it is already 
common for banks to subcontract their processing 
to specialists. The possible growth of Electronic 
Funds Transfer to Point of Sale will increase the at- 
traction of this business. 

It is not only the businesses that 
the banks do that will be changed by 
the combination of technology and 
the need for increased profitability. 
The actual way the individual banks 
work will alter as well. Banks have 
long been manned by huge numbers 





already been done or details such as 
the collateral for loans. Now this 
can be done electronically. 
Technology's effects will not be 
felt just at the bottom of the bank. 
Increasingly, banks are trying out 
expert systems. These systems both 
draw on the data already in the 
bank—Midland Bank has a system 
for its corporate bank that can com- 
pare a company's cashflow, gearing 
and other measures and projections 
with other companies in the sec- 


Banks cannot 
expect to do 
everything. They 
. will need to buy 
rom others services 
they cannot 
- provide themselves 


tor—and a 


questions it asks are a distillation of bankers’ knowl- 


edge and experience. Midland claims that the auto- 
mation of its corporate bank has cut staff there by 
more than two-thirds, from 1,500 to 450. 

It has also changed the way the bank works. 
Since the information is fed into the database, exec- 
utives can now work from home rather than spend- 
ing time in meetings gathering information. Mid- 
land says that 20% of its executives have 
microcomputers at home. This changes the working 
hours of the bank. It also makes the hierarchy less 
obvious. Deals are automatically moved up the sys- 
tem once they have been sanctioned rather than be- 
ing discussed at credit meetings. 

Some banks hope that such artificially intelli- 


gent computers — Midland uses for making 


business decisions can actually sell their products. 
An innovative Dutch bank, Nederlandsche 
Middenstandsbank, uses them to sell its mortgages. 
Other banks see these systems as having more use 
inside the bank. Security Pacific and Wells Fargo 
use them to carry out more routine tasks, such as 
anti-fraud checks. T 

Banks that know more about their activities 
should be more careful about what they are doing. 
Bankers and central bankers are fond of recalling 
the British bank that took a month to work out how 
much it had lent to Argentina when the debt crisis 
first broke in 1982. Such carelessness with money, 
which was looked upon as remiss. then, would be 
inexcusable now. 


! : " 


Co-operate and concentrate 


T IS impossible for a bank to operate profitably 

without an up-to-date computer system. Yet few 
banks have the resources to invest in technology to 
equip all their traditional businesses. Banks will 
have to choose which businesses—or even parts of 
businesses—they want to specialise in. The bits they 
cannot make money in, should be subcontracted to 
other banks or non-banks. This more disciplined 
approach will change banks and banking. Instead of 
believing banks should do everything they once did, 
bank chief executives will prune their organisations 
back to promote growth in their companies’ more 
profitable businesses. 

A lot of this change is being forced on banks. At 
both the retail and the corporate ends of their busi- 
ness, banks' customers are becoming more sophisti- 
cated and choosy about the way they deal with 
banks. They use different banks for different things. 
Banks that want to prosper must respond by trying 
to look at the world as their customers do. Instead 
of competing with other banks for business they 
(probably) cannot make money on, banks should 
concentrate on helping their customers buy the best 
services—even if they come from other banks. 

This will be a wrench for most banks. They tend 


to want—where they are allowed—to sell their own 


proprietary products. As competition in the finan- - 
cial services market heats up, banks will either have 
to invest in providing their own top-class products 
or buy them from somebody else and sell them 
through their distribution networks. Most big Brit- 
ish building societies are following this strategy in 
an attempt to sell life assurance. The Halifax, the 
Abbey National and the Cheltenham and Glouces- 
ter have each tied themselves to a single life-insur- 
ance company. 

Instead of "building capabilities" in such com- 
modity items as Eurobonds, equities or even basic 
swaps, medium-sized banks are now far more likely 
to concentrate on building relations with their cus- 


tomers. Big banks are tackling the same problem 


from the other direction. Banks such as Chase Man- 
hattan and Barclays are trimming their distribution 
and sales networks by closing branches and subsid- 
iaries which do not meet their targets of a 1596 re- 
turn on equity. Yet they are investing boldly in 
building up the strongest bits of their investment 
banks. . " | | 

A lot of these businesses depend on momen- ^ ° 
tum. To price swaps well (competitively enough to 
get the business but expensively enough to make 
some money), a bank needs to know what is hap- 
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inancing and Security — 48,868 . 48,164 
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All things to all men? 


pening in the market. The better informed the bank 
is about what is happening, the more valuable its 
advice becomes. That alone increases its business. 
And the more business a bank does, the more likely 
it is to spot anomalies which it can turn into fancy 
and more lucrative deals. 


Learn from credit cards 


Co-operation will help banks concentrate on what 
they do best. This is already evident at the money- 
transmission end of retail banking. Banks in most 
countries share their ATMs with other banks. This 
gives each bank's customers a better service than 
the bank could provide on its own. The two big 
credit-card systems, Visa and MasterCard, rely on 

-operation between banks. Each bank sells credit 


«wards to its customers. The bank authorises pay- 


ments and charges its customers. Other banks make 
sure that retailers which accept credit cards get paid. 
The banks themselves provide the bridge between 
the two sides of the business. 

America's biggest bank, Citicorp, showed how 
the co-operative system can be used. Citicorp real- 
ised that what a bank needs in retail banking is not 
branches but customers. Ten years ago the bank was 


‘hemmed into New York by the McFadden-Douglas 


act which prevented interstate banking—-and, 
hence, national banking. A bank could burst out 
into other states by buying bust savings and loan 
associations but this was a slow way—as Chase 
Manhattan, which tried it, found—to build a na- 
tional bank. Citicorp also bought some savings and 
loan associations; but it hit on the idea of using a 
national product, credit cards, to establish a base of 
customers. Thanks to the co-operative system, 
Citicorp could concentrate on one end of the busi- 
ness {issuing credit cards) to build up a client base 
that rivals American Express’s. 

^. There were costs in doing this. Citicorp was 








more interested in getting its cards out than in who 
got them. The bank still writes off large losses ($1.2 
billion in 1988 alone from a portfolio of $90 billion) 
because of this aggressive strategy. Yet last year was 
an improvement. Five years ago the write-offs were 
running at three times the 1988 level. 

Citicorp’s initiative changed the philosophy of 
the banking business in America. Previously banks 
had made it difficult for individuals to borrow 
spending money. Now most want to sell credit as 
though it is a pair of socks. Consumers shop around 
for credit and banks treat credit-card lending as a 
commodity business. | 


Banks cannot expect their existing customers to. 
use the bank to meet all their financial needs. This 


has changed the banks’ relations with their custom- 
ers. Traditional bankers were chary about lending. 


Now banks fret less about the creditworthiness of - 


their customers than about the number of them. 
The more customers a bank has, the lower the unit 
cost of overheads such as credit-control and pro- 
cessing becomes. In America the number of cards a 


bank has to issue to breakeven is generally reckoned 


to be around 300,000. 
Look after the merchant | 


The other end of the credit-card business—looking 
after the merchant—is by contrast not a commodity 
business. Competition in America has forced banks 
to cut the commissions they levied on retailers for 
handling their credit-card business from 596 to 696 
five years ago to less than 2.596 now. In Britain 
Nat West and Midland have twisted the competitive 
knot even tighter by signing-up some supermarkets 
(which previously accepted only cash or cheques) to 


take their debit cards. The attraction for retailers is’ 


that such a card costs them the same as a cheque yet 
needs less effort (such as trips to the bank and 
checking cards and signatures at the check-out) 
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since payments are made electronically. 

Increasingly, merchants want information 
about their customers and their inventories as well 
as assured payment. Supermarkets want to have one 
terminal at the check-out to handle both payments 
from customers and the retailers’ own stock-control 
systems. Providing this sort of product will tie the 
retailer to the bank (or non-bank) and allow the 
bank to earn more money. 


The banks' new grid 

The co-operation with credit cards and ATMs should 
be a pattern for the rest of the retail-banking busi- 
ness. As banks specialise, more parts of the banking 
system will resemble utilities. Some banks will con- 
centrate on servicing and running delivery systems 
for other banks to use. These delivery systems could 
range from ATMs to direct-marketing schemes and 
international transfers of money. Other banks 
should specialise in designing products to send 
down these delivery channels. Few banks, standing 
alone, can hope to manufacture, process and deliver 
proprietary services. Fewer have the volumes of 
business, technological and product knowhow or 
capital to do so. 

In America and Japan there are enough banks 
and non-bank operators of payments systems to 
make this co-operative strategy feasible and cost-ef- 
fective. In Europe, by contrast, there is a danger that 
the banks have already nipped any potential compe- 
tition in the bud and have set up a cosy payments 
cartel. The 1987 European accord sets out to assure 
reciprocal acceptance of all bank-payment instru- 
ments (credit cards, debit cards and ATM cards) by 
1990. So a Dutchman could draw money out of an 
Italian or an Irish cash machine or use his bank 
credit card in any shop that took credit cards. 

The accord is bad news for retailers, because it 
means that the banks, which control the payments 
system in Europe, might limit the retailers' choice of 
cards. Retailers should choose which cards they will 
accept and pay the banks to process them. Some 





Is John Reed getting it right? 





non-banks such as American Express already have 
their own payments systems. The accord means that 
retailers will have to put two terminals on their 
counters to handle bank and non-bank cards. 

The accord excludes cards issued by non-banks, 
non-EEC banks and retailers. All of these issuers will 
have to pay a European bank if they want to use the 
pan-European payments system. By owning the only 
European network, the banks can set (prohibitive) 
prices for their competitors' use of it. This sort of 
short-sighted agreement might stop European mer- 
chants accepting Japanese credit cards. In the more 
competitive American market, banks have taken a 
larger view: Chemical Bank recently signed an 
agreement with the non-bank Seibu Credit which 
allowed Seibu credit-card holders to use the nation- 
wide Cirrus ATM network, with its 21,000 machines, 
to draw out cash. 

The European attitude is a throw-back to the 
days when banks organised and provided services to 
suit them rather than their customers. The way for- 
ward is for the banks to cement their relations witl 
their customers (as Citicorp has done through it: 
credit cards) by offering them a variety of competi- 
tively priced services and products. American bank- 
ers are already talking about ATM systems which 
would allow customers to choose between various 
banks' mutual funds, certificates of deposit and ser- 
vices such as stockbroking. 


Is it too expensive to be a bank? 


As banks pick the markets they want to be in and 
services they want to provide, they will have to mull 
over the possibilities of giving up their bank li- 
cences. As they drop some activities and co-operate 
with non-banks in others, they might believe they 
are better off being regulated as a non-bank. Non- 
banks are picking off individual business (from 
lending to processing payments) and competing in 
each of them. The banks moan that, besides being 
restrictive (especially in America and Japan), bank 
licences are also expensive. The restrictions there 
keep banks out of a host of retail businesses. 

Chase Manhattan's chairman, Mr Willard 
Butcher, reckoned that his bank spends aroun: 
$50m a year on being regulated. Most of those costs 
(such as complying with Securities and Exchange 
Commission rules on accounting standards) were, 
he admitted, also borne by non-banks such as 
Merrill Lynch and American Express. But Chase 
spends over $17m on complying just with bank 
regulations imposed by the Comptroller of the Cur- 
rency, the Federal Reserve and the FDIC. Mr 
Butcher added that reserve requirements at the cen- 
tral bank and FDIC premiums added another $1 10m 
to the bank's costs. 

Banks do get something in return: a safety net. 
Access to the Federal Reserve in New York was the 
simplest way for the Bank of New York to fill a $22 
billion gap in its balance sheet when an unusually 
heavy day of trading in the Treasury-bond market 
overloaded its computer systems in 1985. 

So a safety net for the payments system does 
look necessary. But this could and should be dis- 
tinct from regulating the rest of the services and 
products a bank offers. The safety of the payments 
system should not depend on the quality of a bank's 
loans, speculations or investments. One way around 
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this would be for banks to have separately capital- 
ised and regulated payments operations. Only de- 
posits placed in there would be insured. The deposi- 
tors could pay for the insurance by accepting a lower 
rate of interest than was available on the banks' 
other deposits. The proceeds would have to be in- 
vested in risk-free assets such as short-term govern- 
ment bills. The banks' other businesses (such as 
loans and leases) would be funded with uninsured 
deposits and therefore subject to the discipline of 
the market. Depositors would weigh the reward of a 
higher rate of interest against the probability of not 
getting any of their money back from a bank that, 
for example, had 8096 of its loans secured against 
unlettable offices. 

Some depositors are already analysing these 
risks. In America and Europe stockbrokers and 
credit-rating agencies rate the security of bank de- 
posits. In America this matters only for deposits of 
over $100,000. The FDIC insures the principal and 
interest on deposits of less than that. The non-lend- 
ing parts of the bank—such as the management of 
mutual funds—should be controlled by the regula- 


tors of those particular non-banking businesses. 


Stuffed with staff 


The regulatory burden is not the banks’ only handi- 
cap in their struggle to become sales-and service-led 
businesses. Banks have long been labour-intensive 
organisations. The biggest British bank, NatWest, 
was the country’s biggest private-sector employer of 
school-leavers in 1988. By comparison with the Ab- 
bey National, Britain's second biggest building soci- 
ety which is aiming to become a bank, it is also 
overstaffed. Abbey National needs 11,000 employ- 
ees to run its 700 branches and £26 billion in assets. 
Nat West needs 59,300 people to look after its 3,200 
domestic branches and assets of £71 billion. 

Even banks which have concentrated their busi- 
nesses still look overstaffed. Compare Salomon 
Brothers and Bankers Trust. The first is a New York 
investment bank; the second is a commercial bank 
which dropped its retail-banking business six years 
ago to concentrate on investment banking, invest- 
ment management and the businesses of processing 
and making payments. Both Salomon and Bankers 
Trust made similar profits in 1986 and 1988. Both 
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were hit in different ways in 1987: Bankers Trust 
took provisions (from profits) against its third- 
world loans. Salomon was buffeted by the stock- 
market's collapse in October. 

Bankers Trust still seems heavily overstaffed 
compared to Salomon. It needs 12,800 people to 
run a business with $5 billion in equity capital and 
$60 billion in assets. Salomon needs only 6,000 to 
run a business that is only slightly smaller ($3.6 bil- 
lion in equity capital and $49 billion in assets, 
mostly securities). Salomon also has only five offices 
outside America. Bankers Trust is in 35 countries. 

The difference between the two organisations 
is, in management-consultant-speak, largely one of 
culture. Investment banks were once partnerships 
where profits were all that mattered. Commercial 
banks have ranked themselves on more eclectic 
measures, such as the size of their assets or the ratio 
of their equity to their assets. Banks are slowly losing 
this characteristic and realising that profits are the 
only true measure of their standing. 

This is becoming obvious in their dealings with 
their staff. Banks are becoming less paternalistic and | 
more ruthless in demanding performance from 
their employees. Banks such as Manufacturers Han- 
over now set managers targets for returns on equity 
and expect them to be met. Some American re- 
gional banks already pay tellers—the banks’ private 
soldiers—according to the products they have sold. 
Most banks, however, still limit performance-re- 
lated bonuses to their more senior managers. 

Pushing bonuses farther down the organisation 
will happen as the banks focus on building profits 
and exploiting their management-information sys- 
tems. Abbey National again is ahead of most of the 
British banks here. All of its staff are on a profit- 
related pay scheme. The banks are trying to catch 
up. Midland Bank, which still spends 70% of its op- 
erating revenues on running the bank (compared 
with Abbey National’s 42%), hopes to use its man- 
agement-information systems to eliminate unnec- 
essary costs. 


The rise of the non-banker 


The more banks cut their staff and automate their | 
businesses, the more influential the technologically 
minded non-bankers will be in the bank. This rush 
of new blood and new ways will change banks and 
banking more than any rule-book could. Their ef- 
fect should be sobering and beneficial. Even though 
these people may have worked in the banks for their 
whole career, they look at banking problems in a 
distinctive way. After all, it took a technologist-cum- 
retail-banker, Mr John Reed of Citicorp, to come 
clean on third-world debt. 

Technology is, however, only a means to an 
end. The goal for a bank is to sell those financial 
services in which it believes it has an edge at a profit. 
Inevitably, while banks are putting their new tech- 
nological systems in place, a bank's hierarchy will be 
dominated by the people who chose the systems and 
claim to know how to use them. The technologists' 
reign will be brief, but for the banks' sake, it must be 
effective. Ultimately, the pure technologist will give 
way to the marketeer—the man who knows what he 
is selling and how to sell it. Technologists cut costs, 
but marketeers increase revenues. 
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Thats. right. Since 1969, Georgias corporate tax rates 
haven't gone up one penny We don’t know of another 
state in the US. that can say the same. 
= . In Georgia, partnership between business and gov- 
o ernment isnt just talk. Irs a fact. 
i Eighteen years ago Georgias government went to 
- business and asked for guidance in restructuring its tax 
—— System and devised a zero-based budget that today stands 
 — 8s backbone to one of the most stable state economies 
~ in America. 

. The result is something remarkable. A state that's 
|. improving its quality of life every year, not w ith ever- 
. increasing taxes, but with economic growth. 

It all comes back toour partnership with busi- 
ness. And thats sor nething you 1l see in action as soon 
as you arrive. 

In Georgia, new companies dont wait a year and a 
half for environmental permits. They wait no more than 

... 90 days. Because years ago we pioneered a one-step per- 
| mit propess the rest of America has just begun to imitate. 
With assistance like this, its no wonder that business 
2 rowing faster in Geor ga than almost any other state. 








































And we're not just building, Wer 

The $25 billion investment wer 
next ten years in the educational skills c 
ple is one of the most comprehensive state 
reform programs in American history. And the 
lion weve invested in a statewide research co 
will, we predict, make Georgia an undispu 
high technology development i in the de 

We realize, of course, that Georgia is 
in America talking about its partners! ip. 
The difference is, our partnership began 

Before you bet your company’s fu 
promise of a new location, look į into ( 
International State. e^ 

For free information write to: » Bi jt 
Director, European Office, Georgia Depart 
and Trade, Dept. ECO, 380 Avenue Louis 
Brussels, Belgium; Tel. 0032- L65TT825. 
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The World's 


Greatest. 
Shopping Trip... 


Shopping was never our idea of fun, until we visited Dubai Duty Free...... there 
we just couldn't believe our luck, with such a vast selection of the Worid’s 
top quality products at the lowest prices...... and with all major currencies 

and credit cards accepted..... buying was made even easier! 


Believe us, Dubai Duty Free was the shopping trip of a lifetime 
try it, it will be yours too! 


xD, 
rurales [^ 


L4 


For the Best Value Duty Free Shopping in the World. F. / y- Bu y- 3 7] oY) BEBE EN 
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; "EMBERS of Parliament leave West- 

‘A. minster for their Easter break to the 
sound of chatter about ministerial sackings. 
Much of it is exaggerated. Mrs Margaret 
Thatcher 4 may well make some changes be- 
fore the autumn party conference, but they 
are not ae to ud as dramatic as gossiping 











i ving. senior prios ministers 
and is used to give.a jaded govern- 
ment a fresh image..That is hardly 
needed: Mrs Thatcher's third govern- 
ment is still doing better than either 
. of its predecessors at this stage (see 
chart on next page). The other is a 
managerial reorganisation of minis- 
ters' responsibilities, removing the 
lacklustre and ineffective to make way 
for the up and comíng. 
A prime minister can normally 
> make the first kind of reshuffle only 
-bnce in a parliament. Mrs Thatcher’s 
rock-solid majority allows her to post- 
pone that, if she wishes, until the 
summer of 1990, which will probably 
be the. year before the next general 
election. In practice the trigger for a 
radical rearrangement will almost cer- 
tainly be the departure of Mr Nigel 
vson as chancellor—probably out 
‘politics and into the City. Mr 
wson is likely to want to stay until 
his: once-high reputation is fully re- 
. stored. That may take time (see page 
— 11). And he will anyway be tempted 
= to introduce one more tax-cutting 
m budget i in 1990. His relations with the 
prime minister, who liked his budget, are 
." now good. 
. . . Shemay not be thrilled with the perfor- 
=> mance and personality of Sir Geoffrey 
5 Howe, her long-suffering foreign secre- 
tary—certainly she treats him abomina- 
bly—but she recognises the advantage for 
Britain of having three world-class figures at 
— the helm: herself, Sir Geoffrey and Mr 
= Lawson. Mr Douglas Hurd is not her idea 
of an innovative or radical home secretary. 
ut, again, she recognises that he is a safe 
of hands, protecting her political flank 
the many traps that lie in wait in the 
T ne of the Home Office's respon- 



































sibilities. Mr Hurd himself would welcome a 


move. As he started his working life as a dip- 
lomat, he would love to go to the Foreign 
Office. 

As long as Mr Lawson stays, Mrs 
Thatcher will concentrate on managerial 
tinkering. She will have three factors to 
consider: 
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@ Some ministers, although competent, 
would do better elsewhere. 

e Some have failed, either publicly or pri- 
vately, to add to the political thrust of her 
government. 

@ Some of her best younger ministers, 
whom she sees as the stewards of her politi- 
cal legacy, have not yet had cabinet posts. 

In the first category, five ministers could 
be better deployed elsewhere. There are 
problems with moving each of them. 

Mr Peter Walker, the Welsh secretary, 
has tackled the problems of Wales with en- 
thusiasm. His efforts are unlikely to bear 
much fruit: there are only eight Tory-held 





Office. 


. Welsh seats (one now v: 

would make an ideal pa 
of Mr Peter Brooke who 
no more than a stop-ga 
Mr Walker is seen as 
to much of Thatche 
gerous enemy on th 
and effective at. 



















Mr Tom Ki 
task of pacifyir 
would be good at: 
job in the cabinet. 

Mrs Thatcher 
Nicholas Ridle 
tary, for the Tr 

ceptable: the 
| liamentary 
massive 







































piest (and p 
the Departmen 
. try, if Mrs That wi 
 suade her c es 
Young as party chairman. 
Mr Malcolm Rifkind, ; 
tish secretary, is the p € 
Tory MP available for his present 
He is almost certainly stuck w 
but it will be hard for the To 
increase their share (10 out « 
Scottish seats as long ~ 
Thatcher, whom the Scots find off 
-sively English, is in Downing S 
Mr John Major, chief s 
to the Treasury, is a potential c 
cellor. First, though, he will ne 
win his spurs in charge of a 
department. 
There are at least three min 
whose departure would be 
mourned by the electorate. 
them have remained unkno 
George Younger, the defence 
tary, is well liked by his colleas 
by his department, but has a 
no public reputation. Mr Tony N 
as the cabinet’s industry spokesmai 
House of Commons, has remained a rel 
workhorse with none of the flair 
predecessor in the post, Mr k 
Clarke. And Mr John Moore ha 
from a lack of intellectual edge. Mr 
jor would be an ideal successor. ~ 
One minister who has retained 
spect of his colleagues is Mr- 
Channon, the transport secretary. | 
quitted himself well in the Commons 
week, when attacked for his handling 
Lockerbie air crash. Although Mr i 
is bad on television, Mrs Thatche 
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ver allow herself to be seen bowing to 
ose baying for his blood, led by his Labour 
adow, Mr John Prescott, and by Mr Rob- 
t Maxwell's Daily Mirror, 

^ A number of younger ministers are 
ikely to get cabinet jobs as soon as there are 
icancies. Top of the list are Mr William 
ddegrave, who is cleverer than most of 
sivil servants at the Foreign Office, and 
e talent with the environmental lob- 
would make him the ideal successor to 


The river ene no empty bottles, sandwich 
papers, | 
ilk handkerchiefs, cardboard boxes, cigarette 
Or other evidence of summer nights. 
^ S.ELIOT was not praising the gov- 
L ernment’s latest campaign against lit- 
ter, but complaining of the deadness of 
e Thames in winter. Litter may be testi- 
mony to life, but Mrs Thatcher does not 
like it. She is having another go at per- 
suading her 2 country to clean up, 
| through the usual combination of hector- 
- ing and money. 
-Å survey by FDS Market Research 
. shows that 76% of the British think there 
is more litter about than ten years ago. In 
London at least, the rats agree: according 
to the Institution of Environmental 
Health Officers, London's rat population, 
which lives on tasty bits of litter, rose by 
30% last year. 
.. No matter that figures on the interna- 
tional distribution of cigarette ends and 
empty crisp packets are unavailable: a 
wander through European capitals offers 
evidence of Britons’ filthy public habits. 
Litter professionals think the West Ger- 
- mans, the Dutch, the Scandinavians, even 
the French are less slovenly. Compare El- 
iot to Baudelaire’s notes on. Paris: 


. Washing pavements. Even when it's pouring 
_ with rain. National obsession. 


- Laws encourage such habitual cleanliness. 


Mr Ridley; and Mr Chris Patten, minister 
for. overseas development. Although Mr 
Patten is not as clever as Mr Waldegrave, he 
is a tougher politician. He has always 
claimed to covet the Northern Ireland of- 
fice. Other ministers whom Mrs Thatcher 
wants to see promoted include Mr David 
Mellor, an ebullient health minister, and 
Mr Michael Portillo, handling the Chan- 
nel Tunnel at the transport department. 
One large talent will remain outside the 


In West Germany people can Be prose- 


cuted if the street in front of their house is 
grubby, or even if their house front is not 
up to standard. In Australia litter drop- 
pets can be fined up to A$500 (£240) « on 
the spot... 

Britaig's litter laws provide for fines of 
up to £400. They are rarely imposed. The 
need to prove intent usually gives people a 
chance to say "W hoops, officer, just 
slipped out of my hands" and pick up 
their half-chewed hamburger. So in 1987 
some 1,900 prosecutions for dropping lit- 
ter resulted i in an average fine of £32—not 
enough to cover the costs of the case. The 
dirtier the place, the fewer the prosecu- 
‘tions. Of 1,600 in 1986, four were in 
Greater London and 220 in Cumbria. 


. London's police tend to think they 


have better things to do. But they are the 
only officials other than traffic wardens. 
who have the right to fine the public. 
Westminster council therefore got a spe- 
cial act through Parliament in 1987 to al 
low 80 of its officers to fine litter louts 
£10. Since then, four tickets have been is- 
sued and one fine paid: the problem of 
proving intent persists. 

Britain also spends less on Henning up 
than do countries to which cleanliness. 
matters more. Westminster, at the top. 
end of London's range, spends £70 a head. 
a year on rubbish collection and litter. 
Another London borough, Barnet, one of 
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cabinet: Mr Michael Heseltine. Moi A 
voured by the electorate as the eventual suc- 
cessor to the Tory leadership, his rift with 
Mrs Thatcher remains total. He has been, 
carefully supporting most government poli- 
cies and quietly preparing his own varia — . 
while he assiduously cultivates Tory Mes. 
They could one day determine whether he 
re-enters the government through the door 
of 10 Downing Street. 
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| 
the rats’ favoured breeding-grounds, [| 
spends £10 a head. Paris, where civic | 
pride is intertwined with the political am- || 
bitions of the mayor, Mr Jacques Chirac, | 
spends £83 a head. z 
Fancy campaigns have come and gone. | 
The Keep Britain Tidy campaign of the | 
1970s recruited heart-throbs like Cliff | 
Richard to preach cleanliness. Mrs | 
Thatcher, returning from abroad in 1987, 
noticed motorway verges were filthy. She 
drafted in Mr Richard Branson, a pop- 
music entrepreneur, to help brighten up - 
wastelands. The public dubbed him Mr 
Litter. The country got dirtier, and: Mr«« 


Branson got blamed. 


Mrs Thatcher tried again last year. A 
gaggle of photographers - snapped her 
picking up litter in St James's Park, and 
she announced that Keep Britain Tidy— 
now reborn as the Tidy Britain Group— - 
would get twice as much cash. Previous 
flops have blunted the edge of her attack; 
but a Tory conference this week re- 
sounded with her war-cry against rubbish. 

A law like. West Germany's on house- 
holders' responsibility. for litter outside 
their homes is being suggested. Mr Peter . 
Bottomley, minister for roads and traffic 
(conveniently married to the junior minis- 
ter responsible for litter) has launched a 
flm campaign to clean up roads. The . 
Tidy Britain Group is. having. its money - 
more- than doubled. again, to £3m, in- 
preparation for 1990, which will no.doubt. 
be more widely known by i its, official title: 
Tidy Britain Year. = eo ow | 
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BTR plc, SILVERTOWN HOUSE, VINCENT SQUARE, LONDON SWIP 2PL. TELEPHONE: 01-854 3848. 
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s c i eitisement. for which the directors of BTR ple are solely pha have been approved for the purposes of Section 57 (D of the Financial Services Act 1986 by Erast & Whinticy, 
a firm authorised. by the Instinue of Chartered Accountants in England and Wales to carry on investment business. Past performance 5 not necessarily an indication of füture performance. 








LEGAL & GENERAL 












1988 Preliminary Results | 


€ Unaudited Operating Profit before tax up 80% to 
&£142.6m | 


€ Dividend for the vear up 1896 to 13.6p per share "T 
e Life and Pensions profits up to £95.5m from £86.9m 


Tt 


* General Insurance profits of £60.7m from £4.4m loss 
These excellent results demonstrate the success of our 
strategy of concentrating on our three core businesses of 
Life and Pensions, General Insurance and Investments, 
together with the emphasis we have placed on building 
Legal & General into a premium brand. . 
Ifyou want to find out how being well known has helped. 
us achieve record profits, phone 01-248 9678 ext. 3410, 
or send off the coupon below. 
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| Please send me a copy of the brochure, Using Our Corporate Brand. 





















| Send tox Chins Robinson, buestes Relations Manager, Legal & Genera 
| Group Plc, Temple Court, 1 Queen Victoria Street, London ECIN 
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Wages — 
Paying the 
penalty 


HE good news: employment in Britain 
grew last year by more than was origi- 
nally thought. The bad news: this means 
that productivity growth was slower, so unit 
wage costs are rising much faster than first 
thought. In February official figures showed 
that unit wage costs in manufacturing rose 
by only 0.996 last year, as big pay rises were 
offset by strong productivity growth. Now, 
says the government, the true figure is 3%. 
Productivity growth in services is deemed to 
be slower than in manufacturing, so for the 
whole economy unit wage costs are rising 
even faster, by no less than 7.396 in the year 
*^ the third quarter of 1988. This is by far 
. biggest increase in the big seven indus- 
trrai economies. In the other six, unit wage 
costs in manufacturing fell by an average of 
196 last year. 

There is worse to come. Unit wage costs 
usually accelerate in the early stages of an 
economic downswing, as output and pro- 
ductivity growth slow by more than wages. 
New figures confirm that Britain's economy 
is indeed slowing at last. Industrial produc- 
tion fell by !2% in the three months to Janu- 
ary compared with the previous three 
months. 

Investment has slowed, too. True, Mr 
Nigel Lawson, the chancellor of the exche- 
quer, has been extolling the 1596 surge in 
business investment last year, and the Trea- 
sury predicts a further 896 rise this year. But 
a close look at the figures shows that invest- 
ment in manufacturing, construction, distri- 
bution and financial industries fell at an an- 
nual rate of 896 in the second half of 1988. 
\4--eover, total capital spending by manu- 

. uring industry remained lower in real 
terms last year than when Mrs Thatcher's 
Tory government took office in 1979. 






Dearer labour 


Unit wage costs in manufacturing 
% change on previous year 
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Pay settlements by size, % 50 
C] 1987-88 | 


m 4 
[7 1988-89 : ? 
30 
> + 20 
Ak i | df pn 
0-4% 45% 56% 67% 7-8% 89'& Over 9% 
Sources: Department of Employment, Treasury, James Capel 
















Unit wage costs are the key to future in- 
flation in Britain. The retail-price index for 
February, due on March 23rd, was expected 
to show a further rise in the 12-month rate 
of inflation to 734%. The trend in unit wage 
costs suggests that Mr Lawson will be hard 
pushed to get the inflation rate down to his 
forecast of 542% by the end of this year. In 
the budget, the Treasury forecast that unit 
labour costs in manufacturing would rise by 
4% this year. With unit wages up by 3.6% in 
the year to January, that forecast already 
looks improbable. 

Not only is productivity growth slowing; 
higher inflation and a tight labour marker 
are pushing up wages. Pay settlements are at 
their highest rate since 1982, with the "go- 
ing rate" moving up from under 6% to 7% 
over the past year. In the latest pay round, 
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| Caring for the elderly 


The old, old question 


MOS shall we do with granny? A 
growing number of families face that 
dilemma. They can no longer, in most parts 
of the country, push the old lady into a geri- 
atric ward: the number of long-stay geriatric 
beds in National Health Service hospitals 
has been declining since the mid-1970s. Lots 
of households look after their old folk them- 
selves: some 1.4m Britons spend at least 20 
hours a week caring for dependants. But do- 
it-yourself geriatric care puts a strain on fam- 
ilies, and physical and mental disability esca- 
lates with age. Medical advance has 
increased life expectancy, but had little ef- 
fect on some of the most debilitating dis- 
eases of the elderly, notably arthritis and 
Alzheimer's disease. Many elderly people in- 
creasingly need expert care. 

Most prefer to live at home, even if they 
are disabled. So one option is to help them 
look after themselves, by providing home 
care. That may consist of meals-on-wheels, 
or help with cooking and cleaning, or day 
care in a local nursing home. 


84% of settlements have been for more than 
6%, compared with only 40% in 1987-88 — 












(see chart). " 

The government hopes that, by keeping 
the pound strong, competitive pressures will _ 
persuade firms to absorb cost increases in 
their profit margins rather than passing. 
them on to consumers. In manufacturing - 
this may do the trick; but in service indus- 
tries that are shielded from foreign compe- 
tition, this ploy will not work. * 

One ray of hope: the economics team at. 
Goldman Sachs suggests that wages may | 
prove to be more flexible downwards than — 
in previous downturns, because of the in- | 
creasing number of productivity- and profit- 
related pay deals, and the decline in union — 
power. The next year may be the real test of | 
the Thatcher economic miracle. -E 
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Most home care is currently provided — 
free or at minimal cost by health or local au- 
thorities. Some charities and private firms — 
are also moving into the market. There are 
now 400-500 home-care agencies in Britain, - 
soon to form themselves into the United - 
Kingdom Home Care Association. The larg- _ 
est, British Nursing Association, has 100 
agencies and an annual home-care revenue | 
of £14m. at 

A variant of this solution is sheltered 
housing, in which the elderly live in owner- 
occupied rooms or flats, often near a resi- - 
dential or nursing home. Many of the best 
are run by voluntary organisations working 
with local authorities. The largest, Method- 
ist Homes for the Aged, runs 16 sheltered - 
homes. Private companies—notably Mc- 
Carthy and Stone (the pioneer in the field), — 
Beaumont Health Care and Anglia Secure — 
Homes—are also moving into home care, at _ 
tracted by the purchasing power of the 
property-rich elderly. 

A less attractive solution is to put an el- ) 
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[enter the polyversities 


On April Ist polytechnics will be set free from local government. They 
will seize the chance to become more like American universities 


EN ICL wants to turn computer 
technologists into high-flying man- 
agers, it sends them to Kingston Polytech- 
nic, spending £6,000 each for a specially 
tailored masters degree. Liverpool Poly- 
technic is trying to get unemployed black 
people from Toxteth to stop regarding it 
as a place for middle-class whites, and en- 
rol on short courses there. Today, over 
half the students at Britain's 30 polytech- 
nics are young undergraduates studying 


= for a traditional first degree. But in the 


early 1990s, when the supply of 18-year- 


|| olds drops by one-third, polytechnics will 


. most students will opt for the ca- 
||. chet of a university education. So 


| ate market, 
| squeezed. 


- back. Since they were set up by An- 


- town-hall bureaucrats and con- 


— be looking for new kinds of student. 


Undergraduate teaching at the best 


- polytechnics is far better than at the worst 


universities. But every polytechnic direc- 
tor knows that, given a choice, 


universities will corner a bigger 
share of the shrinking undergradu- 
and polys will be 


. From next month, the polytech- 
nics will be better placed to fight 


thony Crosland in 1966 under the 
auspices of local education authori- 
ties, they have been governed by 


strained by  local-government 
unions. Next month they will be- 
come self-standing, like universi- 
ties. Also like universities, most of 
their cash will come, initially, from 
a single central-government coun- 
cil. But none of their directors 
doubts that they will find it easier 
to control their own destiny. 

The new Polytechnic South 
West, created by the merger of Plymouth 
Polytechnic and three other colleges, 
wants to build an empire of further and 
higher education that reaches to every 
corner of Devon and Cornwall. When 
Plymouth Polytechnic was controlled by 
Devon County Council, expansion plans 
had to wait because money was being set 


- aside to save village primary schools. 


Such irritations are mild compared 
with the traumas of Liverpool Polytechnic 
in the mid-1980s. In 1985, when the Mili- 
tant-controlled city council was on the 
brink of bankruptcy, every professor, lec- 
turer and cleaner was abruptly delivered a 
redundancy notice along with the coun- 
cil's other employees. Though the redun- 
dancies were never put into effect, for sev- 
eral months every item of expenditure 
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had to get direct approval from Mr Derek 
Hatton, who ran the city. Whitehall ob- 
servers were not amused: the Liverpool 
episode helped lead to the divorce be- 
tween polytechnics and local authorities. 
Even before that divorce, Liverpool 
Polytechnic has been transformed by 
much-improved internal management 
and a more sensible city council. Its new 
director, Mr Peter Toyne, would rather 
run his £38m business independently 
than be subsidised by the council; he has 
already got rid of a £2m-3m a year council- 
financed deficit by trimming staff, heating 
and other costs. From April onwards he 
will have to keep local businessmen sweet 
rather than local politicians: as at all poly- 
technics, the new governing body is domi- 





Crosland’s concept 


nated by industrialists. 

The most ambitious of Liverpool's 
new objectives is to set up an American- 
style "credit" system that will make the 
polytechnic far more accessible to part- 
time and mature students. The idea is that 
degrees and other qualifications can be 
built up by combining various self-con- 
tained courses, not all of them at the poly. 
Liverpool is keen to recognise qualifica- 
tions gained elsewhere in the city, from in- 
house training courses at companies to in- 
formal or even self-taught programmes of 
study. Like an American community col- 
lege, it could then become a co-ordinator 
of various kinds of further and higher 
education there. 

Polytechnics will have more flexibility 


to provide facilities to attract adult stu- 
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dents. At present their buildings are run- 
down and nasty, most of them inherited 
from the old technical colleges that pre- 
ceded them. At Kingston engineering is 
still taught in the factory that made 
Sopwith aircraft in the first world war, 
which now produces plenty of nostalgia 
but high heating bills. The polytechnic 
plans to overhaul its property portfolio if, 
as expected, it is given the freedom to 
spend its own capital receipts. As well as 
saving on running costs, it hopes to at- 
tract a better class of student: crudely, by 
replacing student common-rooms with 
car parks and beer-kellers with wine-bars. 


American openness, British rigour 
Polytechnics that offer higher education 
to a wide range of adults and young peo 
ple, allow them to build degrees on cours: 
credits, and have close links with local in- 
dustry, will have more in common 
with American universities and 
community colleges than anything 
that has yet existed in Britain. But 
they will have two characteristics 
that American colleges lack, and 
might do well to copy: 

e The standards of the qualifica- 
tions they give will continue to be 
rigorously regulated by a central 
body, the Council for National Ac- 
ademic Awards (CNAA). That will 
be more important than ever if the 
rush for students tempts polytech- 
nics to make their degrees easier. A 
credit system will not mean un- 
structured “pick and mix” degrees 
or exemptions for students who 
have some vague claim to have cov- 
ered part of a course already. But it 
will allow, say, a self-taught pianis 
who wants credit towards a per 
forming-arts degree to be tested to 
see if he has the skill and knowl- 
edge that a student would have acquired. 
The CNAA will err on the side of rigour 
while such routes are gaining acceptance. 
e The way polytechnics are financed will 
differ from public universities not only in 
America but also in Britain. True, most of 
their money will come from the Polytech- 
nics and Colleges Funding Council 
(PCFC). But for the first time student de- 
mand will be the biggest factor in deter- 
mining where it goes. The PCFC has still 
not worked out a precise formula, but 
might decide to fix how much goes into 
each subject and allow polytechnics to bid 
for it according to the number of students 
they can attract and the cost at which they 
provide places. Universities on both sides 


of the Atlantic, please study the results 


with care. 
























IMEDE 1989 


... building on your executive 
experience... 


Rigorous, practice oriented management 
programs. Interaction - a key element of the 
IMEDE process. Faculty with a real-world - 
focus and world class reputation. 

Business leadership on a global scale. 


IMEDE 1989 GENERAL  . 
MANAGEMENT PROGRAMS 


Seminar for Senior Executives | 
To widen strategic vision, broaden perspectives and 
strengthen leadership practices. For executives in 
senior positions. | 
February 26 - March 17 June 11 - June 30 
October 15 - November 3 i 


| Managing Corporate Resources - 
For senior operating executives and general managers 
who want to develop broader perspectives and ‘inte- 
grative abilities in leading their management teams. 

. April 30 - May 26 September 17 - October 13 


. Program for Executive Development 
























To prepare successful middle managers for future - 


general management positions. Separable in 2 five-week 

modules, | | 

January 8 - March 17 April 23 - June 30 
August 13 - October 20 


For more information on the full range of IMEDE’s 
programs, please contact Marie-Dominique Calcio, 
IMEDE, Tel.: Int'l ..4121/26 7112 


CLASS FACULTY 





IMEDE 
Chemin de Bellerive 23 - Lausanne - Switzerland — | 
Postal address: P.O. Box 915 - CH- 1001] LAUSANNE 
Tel: ..4121/26 7112 - Fax: 2667 25 - Telex: 455 871 














WITH A WORLD- | 








Are single colum 
ads effective? 


A bsolutely not, said our advertising agency. . 
Spread your message across two pages, they 
Use bags of colour for maximum impact. Avor 
newsprint, they said; it's deadly dull. You're : 
a rainbow, they said, and you need the gloss 
We listened with wry amusement. These 
advertising people tend to get carried away a 

















selling ice to the Eskimo,” we said. “We re te 
the serious investor about a unique and simple 
to make profits on the world's major stock market 
AND enjoy the safest offshore benefits for his 
money. Understand? 

The art director's face fell. *Offsho 
Bonds,” he said, “surely require a r$ 
Something to catch the investor's ey 
imagination, you know.” 

We shook our heads. “This coi 
his intelligence, not his imaginatio 
"Offshore Rainbow Bonds, despite t 
pretty name, are tangible, realistic vi 
making a great deal of money. Innovative 
be. Unique they most certainly are. But it's 
not impulse, that will make the thinking investor 
want to investigate them further." 


There was a heavy sigh from the art director. 
“Will logic make him fill in the coupon?” he said. 
We detected a note of sarcasm. | 

The marketing manager was quietly confident. 
“Eagle Star International has not got where it is 
today by underestimating the intelligence of the E 
public," he said. “Those who want to make money . 
will almost certainly wish to investigate the unique 

potential of Offshore Rainbow Bonds. However, if 
you insist, you may draw your usual pair of scissors 
on the corner of the coupon." 


“In colour?" smiled the art director. 
"Black and white will do nicely, 
thank you," we said. 

























































Eagle Star International, 
Hillary House, Prospect Hill, 
Douglas, Isle of Man, 
British Isles. 
Eagle Star Tel: 0624 20601 

INTERNATIONAL — Fax: 0624 20558 
Membership of LTS applied for. 





Please send me further details of Offshore Rainbow Bonds. ^ 


Name 
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ically, a ien. Peru team brand in 
eir converted home. Some homes are ex- 
lent; others are overcfowded, under- 
ffed and run by people without appropri- 
te training or qualifications. 

. Perversely, it is this least satisfactory op- 
ion that the government encourages. By 
eting the cost of board and lodging for 
lerly social-security claimants, without 
y assessment of their need for care, the 
vernment has accidentally caused a rapid 
owth in the number of residential and 
sing homes since 1980. Grants for home 
re are paltry by comparison. Allowances 

















THEN motorists flocked to the pumps 


son’ s 4p-a-gallon tax cut on unleaded 
ol, they made two discoveries. One: a 
llon of unleaded was now about 10p 


wson had promised. Two: this did not 
ean that it was cheaper than it had 

been before the budget, for oil com- 
-panies had raised all petrol prices by 

bout 4p a gallon. It was bad timing. 

<: Why, fume irate motorists, must 

etrol prices rise just now?! Oil compa- 

es reply that an increase has been 

n the cards for weeks. The wholesale 

st of petrol in Western Europe has. 

en sharply since the end of 1988; 

(e into account this year's fall in 

£ (oil is priced in dollars) and 

| oil companies are now paying 

3st 3096 more for supplies. This 

ks out at something over 10p ex- 

a gallon; much the same as the cor- 
sponding rise in pump prices since 

he beginning of the year. 

Remember, though, that this cal- 

lation ignores the profits from re- 

ing petrol. Ah, but they are slim 

t now, say oil companies: a $7-a- 
trel rise in crude-oil prices since 
‘tober has pushed up refinery i input 
sts and squeezed margins. 
ue; but 1988 was still a 
mper year for pers 
de-oil prices tumbled dur- 
‘the first nine months of the 
ar while average refined- - 
oduct prices hardly budged. — : 
‘cording to Perce a o 
ndon oil consultancy, big. 
ritish and American oil com: _ 
anies made almost three times — 
s much from refining and . 
marketing last year as they did 

























/ to take advantage of Mr Nigel 


eaper than four-star petrol, just as Mr 


~ a nurse's wages for one night. Elderly people D 
are thus given huge incentives to enter insti- 
tutions. Yet home care is much cheaper 


! night attendance at hor 
mere 13. 95 a week—hardly enough to p 


than residential care. One priv ate organisa- 
tion, Care Alternatives, charges £175 a 
week for full living-in home: care; nursing 
homes charge an average of £210. a week. 
One simple solution might be to link 
cash to individuals rather than services. The 
elderly could be given vouchers, determined 
on the basis of their means and needs, and 


allowed to spend them on the type of care 


they preferred. Now that "we have become a 
grandmother”, Mrs Thatcher may feel in- 
clined to give other grandmas more choice. 





up 


ness 


in 1987. 

So just how much profit do big oil com- 
panies make from selling a gallon of un- 
leaded petrol in Britain? Knock off more 
than £1 of tax—plus 8p for the retailer— 
and 60p is left over (see chart). This covers 
the petrol itself, together with refining and 
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Petrol prices" March 1989 


March 1989 Britain - i 
Pence per (post-budgety 180 


imperial gation 
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* Unieaded Mus d average 
Sources: Lundberg Survey; industry estimates 































Gos t ‘Bacon? Cream. ‘teas? 

~ Going, going from the British ta- | 

ble. New figures show Britons eating - 
- less fat (but still too. much) and more 
fibre. They eat 2896 fewer eggs (and 
were cutting down even before the 
salmonella scare) and half. as. much 


| 
b 
| 
| 
| 
| butter as in 1980. They 
| 
| 
i 
| 
| 
| 





















less milk and cream, and a quärter of 3 | 
their pintas are low-fat. Whereas 70%... | 
of the bread they ate in 1980 was 
squishy white, today only 50% is. - 
Most striking of all, they are eating -|| 
25% less red meat and 20% more 
poultry. À nation of demi-veggies? l 
Bring back roast beef. 
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transport costs, and. other overheads. X 
much profit left after all that, moan Britain 5 
big ail companies. 

If they are right, then Anai oil com- 
panies must be on the breadline. The chart 
shows that the American companies are left 
with the equivalent of just 41p after tax and 
retailers’ margins have been subtracted—a 

third less than oil companies operating in 
Britain. Yet American oil companies are 
thriving: the biggest ten made aggregate op- 








- .erating profits of $7 billion from refining 


and marketing oil in 1988. As raw-material 


... and distribution costs are much the same in 
~ both countries, what do British oil compa- 





nies do with the extra 20p? _ 

Price competition in Britain’s petrol 
market is minimal. Oil companies routinely 
follow each other’s price rises and cuts; they 
did so last week. This could be a sign of a 


perfect market—or-of an oligopoly, or even 


of covert collusion. Some oilmen admit that 
they might make a killing by holding b 
when other companies rais es, But tl 
rarely: do it: the only ce petrol to be 
| s from hypermarkets 
and a few industry: mavericks. 
: The Monopolies and Mergers Commis- 
sion. erii started probing Britain's petrol- 
retailing business in November last year. It 
will submit its report to the Department of 
Trade and Industry before the end of 1989. 
The MMC has looked at the industry before, 
in 1979: on that occasion it concluded that 






there was sufficient competition, but a high 


degree of concentration as well. 
Since then, concentration has increased 
while price. competition has dwindled. Oil 


. companies say that they compete fiercely on 
| other things: on quality of service, amenities 
and on-site convenience stores. Oilmen 





seem not to have learned that, though mo- 
torists like to be pampered, what they really 





cate about is cheaper petrol. Whether they 
| ger it men now whe up to the: MMC. 
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| his $365m offer for Eastern | Japan's Mazda is negotiating veraged buy-out of. 
cu | Air Line’s shuttle serviceby with America’s Hertz to start | Envirodyne Industries, a. 
"The British government | atleast one-third. Strike- | a joint-venture car rental busi- | cago-based maker of sausas 
~ | blocked a takeover bid by an | bound Eastern has put most | ness in Japan. | skins and plastic straws. 
| Australian brewer, Elders | of its aircraft up for sale. Its | WE 4 
2 E IXL, for Scottish & Newcas- | parent, Texas Air, opened | Black and white knights The Robert Bass Group beg: 
<f tle. Industry minister Lord bidding to find new buyers for | buying shares in America’s 
—] Young accepted a Monopolies | the shuttle. | France's state-owned Elf oil — |. publishing giant Time Inc, 
“| and Mergers Commission | company launched a $1.05 bil- | which is planning a merger : 
«. (MMC) report that the deal |" South Korea plans to build | lion agreed takeover for an | with Warner Communica- 
would reduce beer drinkers’ | the biggest airport in East | American chemicals maker, = | tions. Last year Bass made an 
|. choice. In a separate report, Asia on newly reclaimed land Pennwalt, so rescuing it from — | unsuccessful hostile offer for 
the MMC recommended an | along the country's west coast. | a lower hostile offer by Cen- | publisher Macmillan. 
overhaul of the British brew. | It will reduce the burden on — | taur Partners, an American in- | 
_ ing industry, which could lead | Seoul's recently revamped | vestment group. o 
to the sale of 22,000 pubs. | Kimpo Airport, which is | 2 
nearing maximum capacity. | Black & Decker sa i 5 
; rench financier Bernard | | | Emhart, an American maker | 
"Arnault and his British brew- |- Motoring | of door locks and gardening | 
ing buddy, Guinness, boosted | | | tools, with an agreed $2.8 bil- 
their voting rights in Moet > | | lion offer. Emhart was fleeing | 
Hennessey-Louis Vuitton in | . from Topper, a partnership | 
a battle with the Vuitton fam- _ formed by members of New | 
ily over control of the up-mar- York's Fisher family and oil 
ket bags-to-bubbly company. heir Gordon Getty. It had of- 
| fered $2.5 billion. | 
| | 
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Flying high 


E New York investor Ronald 
|j Perelman agreed to buy — 
Coleman, a Kansas-based © 






m store chain, and 
cape Barier a yuppyish New 


American trade officials _ 
claimed West Germany was 





























breaking trade rules by ang maker of camping equipment, | York clothing store, are 
viding more than $2 billion of | for $545m, beating a manage- | teaming up to open a numb 
aid to Daimler-Benz to en- | pos ment buy-out offer led by the of speciality stores in Japan 
courage the motor group s | The drivers of London's company’s chairman, Sheldon |. and Asia. | 
planned purchase of the black cabs are revving up for | Coleman. s 2 ae 
aerospace company Messer- a fight with the British govern- j Euro bottom lines . 2 
 Schinitt-Bolkow-Blohm. ment over plans to let Computer patents 
| minicabs compete with them. -| CIR, the holding company: 
Laguna n Cabs have been the only vehi- | America's Apple Computer | an Italian industrialist, Carlo 
i Air passengers to and from cles allowed to be flagged won the first round ofalegal | De DR reported net. 
i European ct countries, bins n down on London's streets battle with Microsoft and — | profit up | E year by 6096 to 
| ws since 1694—when they ran on. | Hewlett-Packard. Apple claims | 107 billion lire ($82m). It has 
real horse-power. that copyrights on its style of | increased its stakes in a nu 
| easy-to-use programs are being | ber of companies, including 
| Japan's biggest carmaker | infringed. Olivetti, publisher Falun 
Toyota made an offer worth Mondadori and car-parts 
up to $800m for Hyster, America's International Trade | maker Sogefi. 
America's biggest manufac- Commission blocked chip im- 
turer of forklift trucks. Toyota | ports from South Korea's — Sweden’s big forestry com: 
is expanding rapidly into the Hyundai Electronics Indus- pany, Stora Kopparbergs 
| forklift business, along with tries, among others, on the Bergslags, increased its 
Komatsu and Nissan. grounds that it had violated "pre-tax: profit by 41% to- 
a patents held by Intel, a big Skr3.65 billion ($596m). 1 
Britain had the most airline The ex-Ford team at Chrysler | American chipmaker. pulp-and-paper business i is 
| passengers flying within Eu- | 2 ee, by one. Most of | chipper. E 
rope last year. Shame, though, |  Chrysler's top executives, in- i 
Pw the delays. In January, cluding chairman Lee lacocca, Into new markets Bayer, a West German P Y 
2096 of European flights were used to work for old Henry's Salomon Inc, an American cals giant, increased pre-tax: . 
. | delayed, compared with 12% company. They have now securities firm, is trying to es- profit last year by 2396 to a. 
— | in January 1988. lured away Thomas Moore, a tablish itself in merchant | record DM3.8 billion ($2.2 
d "e | | top Ford engineer, to help de- | banking by joining with two — | billion). Strong overseas sal 
. Donald Trump said he will cut | velop new vehicles. other investors in a $736m le- | particularly in Asia, helped. 
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anadian Pacific Limited's net income for 1988, 

before extraordinary items, increased 22 per cent 

idi to $774.5 million. Earnings per Ordinary share 
increased 18 per cent to $2.50. 


Major contributions to the improved earnings came 
from Canadian Pacific Forest Products Limited and from 
higher real estate sales. 
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Se 


ited and the prairie OE in Western ( c 
adverse effect on CP Rail traffic towards the end of 


———— 


Ath Quarter 


| 1987 
Transportation and Waste 


Services $ 759 
Energy 499 
Forest Products 59.1 
Real Estate and Hoteis 122 
Teiecomrmunications and 

Manufacturing (6.7) 
Discontinued Businesses 8.7 


Net income before 
extraordinary items 199.1 
Extraordinary items (164.5) 


€ 
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Net income after 
extraordinary items $ 346 


 — M 


j——^(^————————————— 


Earnings per Ordinary share 
before extraordinary items $ 0.66 
after extraordinary items $ $ O11 


International Limited benefited from significai 
improved business activity, Fording Coal Limited from 
higher shipments, increased productivity and some pric 


improvement, and Canadian Pacific Hotels Corporation 
from its extensive | | 















['ORGET, if you can, 1992. Forget, if you 
SA haven't already, Nigel Lawson's latest 
budget. Forget, too, Britain's huge trade def- 


icit. A broader change is taking place in the 


competitive race that is now British busi- 
^ ness. Aesop (no, not ESOP) would have 
_ thought it a fabulous tale. 

Start by asking: who are the pacesetters 
of Britain's revived economy? 
A year or two ago, the answer 
would have been: self-made en- 

< trepreneurs and managers like 
. Tony Berry of Blue Arrow, 
c Stanley Kalms of Dixons, 
s '71ge Davies of Next, or two 
.. hts of the high street, Sir 
- Phi Harris of Harris 
.. Queensway and Sir Terence 
.. Conran of Storehouse. These | 
> hares looked eager, able, even greedy in a 
< constructive sort of way. Mrs Margaret 
Thatcher dished out knighthoods to them, 
nvited them to dinner, asked the brothers 
‘Saatchi to design her party's advertisments 
and chose Richard Branson of Virgin 
Group to head various government cam- 
-paigns. The Department of Trade and In- 
-dustry featured Alan Sugar of Amstrad in its 
advertisements. * | 
Then, one by one, the entrepreneurial 
ares either tripped or snoozed off Mr 
erry and Mr Davies were fired by their 
-. boards. Sir Phil Harris's profits slumped and 
he had to sell out. Sir Terence Conran and 
.. Mr Kalms both live in fear of takeover bids. 
Mr Sugar and the Saatchi brothers are feel- 
the pains of too-rapid growth; as Mau- 
€ Saatchi announced that profits this year 
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itain’s hares and tortoises. 





would be "substantially lower” than last, 
there is even talk of a break-up bid for his 
firm. Mr Branson took Virgin private again 
late last year, only two years after it had been 
floated, out of distaste for the City's dim 
view of his company. | 

True, a few hares can still be seen racing 
around. One is Ms Anita Roddick of the 
Body Shop chain; another is 
Mr Martin Sorrell, the 
Saatchis' former finance direc- 


that in 1987 bought J. Walter 
. Thompson, one of America’s 
largest and best-known ad- 
vertising agencies. But these 
are exceptions. The rule is that 
British business has entered a 
new stage. Gone are the super- 
star entrepreneurs of the enterprise culture. 
To the fore has ambled a steadier sort of 
leader, the type who spends years turning 
his firm around or pushing it to- 
wards greater efficiency. This is 
the age of the tortoise. 


Slow and steady plc 

Do not be dismayed by this 
change, for it may be just what 
Britain needs as this decade ap- 
proaches its close. With consump- 
tion being squeezed, interest rates 
high and unit labour costs rising 
worryingly, successful firms in 
Britain will be those that control 
costs, avoid debt, motivate work- 
ers and build brands carefully. In 
other words, tortoises. 


-at the retail business, where so 


tor and head of wep, a tiny firm. 





































To gauge the tortoises" character, lox 


have perished. Leaving asi 





chief executive, Mr Geoffrey Mulcahey, 
his managing director, Mrs Mair | x 
painstakingly refocusing the old jack-of- 
many-unmastered-trades and narrowing the 
range of products. They dropped- the 
“Winfield” own-brand when research 
showed it was synonymous with the cheap 
and cheerless, but retained the Woolies 
name as it is still held in affection. 2 = 
Subsidiaries such as Comet (electr 
and B&Q (do-it-yourself) remain more. 
able than the main firm, but W is 
catching up. Watch out, however, for tor- 
toises with hare-style pretensions: Woolies 
has recently changed the name of its holding 
company to Kingfisher. At best, this could 
be a recipe for confusion, at worst a sign of 
coming acquisition spree. Tortoises sh: 
take their time. Tiens 
.. That said, even bid-making conglome 
ates such as Hanson, BrR, Williams He 
ings or F.H. Tomkins are tortoises of 
None of these is a mere opportunist d 
in firms; all are steady in their strate 
work hard to turn rust int 
But when the moment der 
these turbo-tortoises can s 
turn of speed. Sm 
The City of London boas 
own armoured reptile: Sir Í 
Scholey of S.G. Warburg. 
many City firms before Big 
Warburg rushed to buy firr 
set up a sort of City depai 
store. But it chose care 
blended patiently, and. di 
without compromising the V 
burg brand of top-notch. 
aggression. Put Sir David's steac 
style against that of swerving hare 














































































| fe things helped Britain's hares 
| sprint ahead in the mid-1980s. One 
. was rapid economic expansion, driven es- 
pecially by consumer spending; the other 
„was the bull market in shares that, until 
tober 1987, made capital easy to come 
‘and acquisitions easy to pay for with 
ms’ own appreciating paper. These en- 








akes. For example 
chard Branson ex 
the City despite (or 
use of?) holding board - 
igs in his houseboat 

. But he stretched in- 
vestors’ faith with two 
isky ventures at once: the 
addish pop-music business 
id big new investments in 
tellite television. One -= 
might have caused their short-term spec- 
tacles to gleam; two crazed the lenses. Vir- 
gin’s flotation in November 1986 had 
been a mixed success; this double adven- 
‘ture ensured that the shares never re- 
` gained their launching price. 

^ The two beknighted sprinters, Sir Phil 
< Harris and Sir Terence Conran, ex- 
~~ ploited the retail boom and bull market to 
. assemble high-street conglomerates, Har- 
^ ris Queensway and Storehouse respec- 
tively. Both bought, merged and re- 
= vamped—without taking time to work 
= out how to fit their new acquisitions to- 


+4 





iticorp, with troubles. at Scrimgeour. 
'ickers, or County NatWest, with its ill- 
arred bid for the corporate-finance big 
-In businesses where hands get grimier, 
nother Scholey is lurking, this time Sir 
obert of British Steel, the now-privatised 
rm that has moved from loss-making scrap- 
ap to Europe's most-profitable steel- 
aker within one decade. Productivity leapt 
s the firm slashed jobs and concentrated on 
ore-specialised and higher-value products. 
ome of that productivity gain has come a 
rifle artificially thanks to another tortoise, 
Ar Nicholas Wills of Bet,.formerly British 
lectric Traction and now a subcontractor 
fering a wide range of "support services" 
rom cleaning to loo rolls to maintenance). 








ty figures by allowing it to divide the same 
xutput by fewer workers. No matter; British 
Steel's progress is unquestionable. 


in a tortoise-like way. It has made 200 or so. 
: small purchases in the past six years, grow- 
ing in a large number of unfashionable, 


led hares to write a fresh textbook of - 
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)y taking over maintenance work formerly. 
one by British Steel employees, BET has 
oosted the steel-maker's crude productiv- - 


Mr Wills's firm is highly acquisitive, but | 





gether, where the synergies 
were, or how a larger group 


should be managed. Both . |. PE, 


sought to switch from a core Æ% 
brand (Queensway carpets; 
Habitat) to a multitude serv- 
ing many markets (Queensway 
through Times Furnishing to Hamleys; 


. British Home Stores through Mothercare 


to Habitat and Heals). Sir 
Terence got overwhelmed in 
his Storehouse empire and is 
now stalked by Mr Asher 
Edelman, an American 
raider. Sir Phil got a knight- 
hood and a Rolls-Royce with 
personalised number plates, 
but lost his firm to Mr Jimmy 
Gulliver. 

m= @ Stanley Kalms at Dixons. 
built a more coherent group of electrical 
retailers but got caught out when the 
electricals market turned down last year. 
This left Dixons over-committed to its 
own brands and under-committed to im- 
proving service in its unalluring shops. In 
December 1984 Mr Kalms had bought 
Curry’s and looked set to dominate 
electricals sales in the high street. Yet, 
astonishingly, instead of integrating with 
and improving Currys, Dixons pro- 
ceeded to compete with its own affiliate, 
losing market share for both firms. 
e George Davies worked wonders turn- 
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grubby markets, while raising its stockmark- 


et value from £240m to nearly £2 billion. It 


has exploited and propelled the trend by. ^. 


companies in Britain and America to farm 
out more and more of their services. 

Still obsessed by hares? Compare the 
headline-grabbing achievements of Sir John 
Egan at Jaguar with the tortoise-like Mr 
Geoffrey Whalen at Peugeot-Talbot or Sir 
David Plastow of Vickers, the tank-maker 
that also makes Rolls-Royce cars. Arguably, 
the gains by these and other firms have been 
greater and are more likely to be sustained 
than those of speedy hares. Tortoises of Brit- 
ain, plod on. : 








that he ran TO 
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ng a dult chain of | 
! menswear  shops—]. 
Hepworth—into a flashy 
group of Next boutiques. He 
|! also helped inspire a new cult 
.. of specialist shops (others in- 

= cluded: Tie Rack, Sock Shop 
. and: Body Shop) on Britain's . | 
high streets. But he expanded |]. 

. so fast, and stretched his 

brand across so wide a range of goods, 
into.trouble once Britain's re- 


| 
| 
| 
o sag. His just-in-time | 
















tail sales bega 
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mail-order catalogue, "The Next Direc- 
tory", proved costly to set up. And 
growth based. on flitting from trend to 
trend begged the question’ of what he 
would do next (sorry). Beset by falling | | 
profits, in December he and his wife Liz, ^ 
Next's product director, were fired. S NE 
e Amstrad's Alan Sugar has not exactly 
tripped, but he. is limping. Ever since he 
took his computer firm public in 1980, he 
had confounded sceptics by producing 
ever-rising profits from the ever-cheaper 
personal computers and video recorders 
supplied by sub-contractors in Asia; pre- 
tax profit rose from £2.4m in 1979-80 to 
£160m ($280m) in 1987-88. But profit fell 
16% in the second half of 1988 as he ran -~ 
into chip shortages, pressure from the Eu- 
ropean Community to: manufacture in 
Europe, and surplus stocks (inventories). 
Amstrad. may have grown too large and 
complicated to remain a ‘one-man. show. 
Restructuring and more delegation are 


needed. "OO 05 | 
Post-workaholism in Japan 
Yoshio Stakhanov 
on holid ay 


| TOKYO 
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SK an American or European what he 
. does for a living and he will name a job. 

Ask a Japanese and he will name a company. 
For decades, westerners have hopped jobs to 
advance their careers. Until recently, Japa- 
nese workers have preferred to build their 
careers in single industrial groups. This is 
becoming more difficult for them, as Japan's 
employment. practices are stood on their 
J Among the first to recognise the fact are 
disgruntled: unions. In the ritual shunto 
(spring labour offensive), which reaches a 
peak: over the next two weeks, the unions 
will demand a:6-8% pay rise. Equally ritu- 
ally, Nikkeiren (the Japan Federation of Em- 
ployers) will say that wages can go up by no 
more than 3%; and that any cut. in working 
hours must come from improved productiv- 
ity. Given last year's record profits (up 2376 . 






| The federal budge 





a MERICANS are consuming a larger 
L'À chunk of their national income than 
people in any other industrial economy, 
and more than at any time in their history 
except during war or deep depression. Put 
another way, Ámerica's total net domestic 
savings (ie, net of depreciation) have 
fallen to an average of 2% of GNP in the 
four years to 1988 from an average of over 
196 in the 1970s. This decline in national 
savings is the biggest single cause of Amer- 
ica's overseas current deficit. | 
The popular villain for the collapse in 
savings is the government's budget deficit 
(in effect, government dissaving). But, asa 
. — fecent paper* by three Americans—Mr 
“George Hatsopoulos, chairman of the 
Federal Reserve Bank of Boston, Mr Paul 
Krugman and Mr James Poterba, both of 
MIT—argues, the budget deficit cannot be 
blamed for all of it. 

The total budget deficit (induiine 
state and local government) has risen 
from an average of 0.996 of GNP in the 
1970s to an average of 2.796 since 1985. 
This explains less than half the fall in na- 
tional savings. The decline in private sav- 
ings, from 8.1% of GNP to 4.9% over the 
same period, bears more of the blame. 

Those who focus on the budget deficit 
worry most about the short-term effect of 
America’s overconsumption, namely the 
mountain of foreign debt. If investors lose 
confidence in the dollar, the economy 
could be plunged into recession. From 
this viewpoint, America's challenge is to 
eliminate its budget and current-account 
leficits as soon as possible. 
gc _ The more serious risk is of a wasting 

disease rather than a heart attack. The de- 
cline in national savings in the 1980s has 
been met partly by an inflow of foreign 
capital as the current account swung into 
deficit, helping to sustain domestic invest- 
ment. But America cannot borrow from 
abroad for ever: low savings will eventu- 
ally constrain investment—and hence cut 
the growth of productivity and living 
standards. ` 

America's net investment has already 
slipped from 7% of GNP in the 1970s to 
5% in the 1980s—the lowest rate in the 
big seven industrial countries. If America 
somehow eliminated its external deficit 
without a rise in national savings, invest- 
ment would be squeezed further. Elimi- 
nating the budget deficit would raise na- 
| tional savings by 2-396 of GNP—enough to 

Close the current-account gap, but not 
: enough to revive investment. 
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Terica's wasting disease 
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ihe t deficit is the root of America's economic woes. 
~ Right? Not quite. The deficit is only part ofa bigger problem 


ECONOMICS FOCUS 





The authors point to four reasons why 
personal savings have plunged. 
@ Personal disposable income has risen 
faster than national income, mainly be- 
cause of the rapid increase in interest in- 
come as real interest rates rose. This, they 
reckon, may explain more than a third of 
the fall in the rate of personal savings. 
e Demographic change could account 
for another quarter of the decline. The 


1946-64 baby boomers are at a high- 





spending age now. 
@ The rise in wealth as the stockmarket 


boomed may explain another one-sixth of 


the collapse in personal savings. 

@ Cash for equity. The authors’ most 
novel argument is that the conversion of 
corporate equity into debt, partly linked 


_to the recent wave of takeovers and lever- 


aged buy-outs, has increased personal 
consumption. The wave of takeovers has 
meant that shareholders, at least tempo- 
rarily, have converted equity holdings 
into cash. Although this does not change 
households’ net wealth, people are more 
likely to spend cash than to use accrued 
capital gain for the same purpose. The au- 
thors estimate that only three cents of 
each dollar of increased net wealth is con- 
sumed, compared with over 50 cents on 
each dollar of equity converted into cash. 
This could account for another one-sixth 
* “Overconsumption: the Challenge to US Economic 
Policy". By G. Hatsopoulos, P. Krugman, J. Poterba. 
American Dunne Conference paper. 


|. dence to the contrary; but, with the 





of the fall in personal saving 

A secondary effect of the. 
uity to debt is that companies 
out more to households in i 
ments than they would have 
dends. Retained profits ari 
gains are correspondingl 
in disposable income at 
capital gains Mis consun 

The bottom line i 
challenge is not just to cut. 
cit but also to increase p 
Unfortunately, the pre 
Messrs Hatsopoulos and cc 
tative than their diagnosis 
point out, it matters how th 
cit is cut. Higher taxes, par 
vestment income, could redu 
savings and therefore have a sm 
on total national savings than wouk 
in government consumptio 

Second, the authors r 
centives for personal saving. Man 
mists argue that fiscal incentives. enco 
age people merely to shuffle assets, not 
save more. The authors find some 















































































g 
ernment struggling to find budget cut 
now hardly seems the time to introduce 
new tax breaks. The present tax system. 
discourages some forms of saving, so ther 
ís a good economic càse for a radic 
change (switching from income tax tc 
wards expenditure-based taxes). Few 
American politicians are willing to sup 
port this. ut 

The authors' third piece of advice’ isto 
equalise the tax treatment of debt and eq- 
uity. Currently, interest on debt is deduct- 
ible, dividends are not. Tax changes in th 
1980s have provided an even bigger in- 
centive for firms to borrow. E 

The ideal solution would be to mak 
dividends deductible as well as debt 
thereby reducing the overall cost of capi 

tal. (American manufacturers curren 
pay real capital costs that are 50% to 7596. 
higher than their Japanese counterparts. 
Unfortunately, this would increase t 
budget deficit. So the authors suggest 
the current deduction for interest 
ments be replaced by a general deductioi 
for all capital, however financed. T 
would reduce the cost of equity and. : 
crease the cost of debt, while leaving be 
the average cost of capital and ‘gover 
ment revenue unchanged. à 

Some of these proposals require mo 
thought. But they do at least. recogni 
that America’s future prosperity 1 nay ( 
pend as much on microeconomic refo 
as on macroeconomic matters such as 
size of America’ s twin deficits. | 























is will apologise, go c on strike for five 
iutes and then split the difference with 
e employers, settling for a 5-5.5% rise plus 
modest reduction in working hours. All. 
ty civilised. | 
. Beneath the consistió will lie a harsh 
v reality. The employers know they can. 
ford to be generous because shunto settle- 
ients are affecting fewer and fewer workers. 
an's famed cradle-to-grave employment, 
h has always applied only to the 4096 of 
orkforce employed by big commercial 
industrial firms, is being further re- 
ed as Japan's well-oiled engines of indus- 
| growth —steel, shipbuilding, heavy en- 
ering—become old-fashioned, and as 
Ye country lurches, ill-prepared, into the 
ices and information age. 

This spells yet more trouble for Japan's 
ins. With membership down to its low- 
on d (2696 of Japan's 45m workers), 
de unions in Japan are being forced ever. 
' on to the defensive. The two biggest 
upings, the private-sector Rengo and the 
blic-sector Sohyo, are merging gradually 
preserve what is left of their bargaining 
wer. The once-mighty Japan Council of 





























































` A QUEUE AT VAL D'ISERE 


LUEUING for cable cars and T-bars is 
as much part of ski holidays as 
hunky ski instructors and gliihwein. 

But, to any, economist long queues are 
prima facie evidence of market failure. 
They suggest that prices for ski lifts are 
too low and that resources at mountain re- 
sorts may be misallocated, resulting in 
inefficiency. - 

-Not always, say two American econo- 
mists. In a monograph called “Ski-lift 
pricing, with applications to labour and 
other markets” Mr Robert Barro, one of 
America’s leading macroeconomists, and 
Mr Paul Romer argue that queues may, in 
some circumstances, be a product of eco- 
nomically rational decision-making. 
Skidifts are not priced per ride; most 
-© skiers have an abonnement for a whole 
- day or longer. So the marginal cost to 
* them of any extra ride is zero, which gen- 
`> erates excess demand and queues. This 
- pricing system, it seems, is the source of 
. the inefficiency. But Messrs Barro and 
. Romer say it does not neccessarily cut 


- usually do. First, a skier who will use the 
lift ten times if each ride costs $1 will not 
. mind whether he pays $1 per ride or $10 
at the beginning and then nothing for a 
queue-enforced maximum of ten rides. 
. Second, they assume that as long as the 
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. consumer satisfaction as much as queues 


skier gets his ten rides for $10, he is just as- 
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Metal Workers Unions, which used to deter- 
mine the going rate for the rest of manufac- 
turing, has surrendered its role to younger 
brothers in the more profitable electrical 
and motor industries. And, as more of their 
jobs disappear offshore, even the electri- 
cians' and carmakers' sway is giving way to 
that of telecommunications unions. ..—— 
It is not just unions that are feeling the 


The economics of ski lifts 


happy enjoying the sun and the scenery in 
a queue as going back early to his hotel. 
The authors then show—through a se- 
ries of equations that are as unintelligible 
as piste maps—that if lift operators in 
competing resorts set the price of their all- 
day passes in order to maximise revenues, 
economic efficiency need not always be re- 
duced. Although skiers will face an ex- 
plicit marginal cost per ride of zero and 
have to queue, each skier will end up hav- 
ing the same number of rides that he 


would have had if each ride had been 
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. be much higher at peak. times? Actually, it 


ghest since 1974, « even ue viis 

of Japanese blue-chip firms have been un- 
able to hire more than half the university 
graduates they need. Smaller. companies 
have fared yet worse. With shortages of skills 
and no time to train workers in-house, em- 
ployers are scrounging technical whizzes 
from wherever they can find them—from ri- 
vals, from academia and from smaller firms. 


| Paid top yen and given more flexible hours, 


few of the new “mid-career” recruits care 
much about dedicating the rest of their lives 
to the company. By instinct, they are job- 
hoppers, part-timers,  moonlighters, even 
telecommuters. 

—. All of whom are becoming more com- 
mon. In 1982, only one in four jobs was- 
taken by someone switching from another 
employer. Last year, job hoppers filled half 
of all vacancies. During 1987 and 1988, the - 
ratio of job offers to applicants rose frc 
0.62 to 1.12, and the ratio for part-timers 
leapt from 1 53 to 3.48. Most have filled va- 
cancies in the booming leisure, retailing and - 
information-services sectors. 

The government’ s Economic Planning | 
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charged for at the average price per ride— 
ie, the cost of the pass divided by the num- 
ber of rides. This effective price turns out 
to be exactly equal to the equilibrium 
price (ie, the price at which the marginal 
benefit to a Suet of an additional tide . 
equals its marginal cost). . 

This helps to explain uber appar- 
ent economic. oddity, namely that lift 
passes vary so little i in price during the sea- 
son. Surely the price of using lifts ought to 


is, Even though the price of the lift pass is 

constant, the effective price per ride auto- 

matically rises as demand increases and. 
queues lengthen. _ 

There is a general principle at work 
here: the equilibrium generated by 
conventional pricing (ie, per ride) 
can also be achieved through fixed 
prices (ie, a lift ticket plus queues). In 
labour markets, flexible wage rates 
correspond to a flexible price per 
ride; profit-sharing schemes (a fixed 
wage plus a share of the profits) are 
analogous to having a lift pass. Un- 

. der assumptions that mirror those of 
Messrs Barro and Romer in their ski- 

dift theory, profit sharing a pro- 
duce the same level of employment 
and total compensation per worker 

_as under fully flexible wage rates. 

. Readers are advised to beware of 
skiers sporting scientific calculators. 
They could. be undercover econo- 
mists testing the Barro-Romer 
thesis. |. | 
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days are here again 


Agency reckons that Japan will be short of 
more than 2.8m skilled workers in these in- 
dustries by the end of the century. Half the 
missing skills will be in financial services. 
Sanwa Bank says that Japan is producing 
fewer than 250 qualified securities analysts a 
year, compared with more than 1,000 on 
even post-crash Wall Street. Yet Tokyo's 
stockmarket is larger than New York's and 
is growing faster. Other specialist jobs in 
short supply are systems- and network-engi- 
neers, R&D staff, marketing and planning ac- 
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countants, actuaries and hotel managers. 
Faced with such shortages, some firms are 
having trouble adjusting to Japan's new do- 
mestic-demand-led growth. 

So far, ful-employment Japan shows few 
of the militant tendencies that are re-emerg- 
ing in Europe and America, and which Ja- 
pan knew in the 1950s. Nor is it expected 
to-—at least, not soon. For one thing, be- 
cause of a commitment to training and 
(where possible) lifetime employment, few 
Japanese employers treat their workers as 


EP PT TORTE DERE CMM eosin is Ce cR oer MU DE EPIRI 


The decline of America's television networks 


There s no bigness like show bigness 


NEW YORK 


Can America’s three networks, CBS, ABC and NBC i | survive in their 


ent form? 


N AN average night 6996 of America's 
l 90m television-owning homes will tune 
in to a CBS, ABC or NBC programme. Ten 
years ago the proportion was over 90%. Re- 
- cently, Mr Robert Wright, president of NBC, 
admitted that the ratio may fall to 5596. The 
networks are beginning to wonder whether 
that would be a big enough pie to feed them 
all. 
If one network will need survival rations 
then the current favourite is CBS. In the tele- 
- vision season that finished in October 1988, 
it finished third in the ratings (the winner by 
a decent distance was NBC). CBs's president, 
Mr Laurence Tisch, controls 2596 of his 
firm. Both NBC and and ABC have rich par- 
.ents, General Electric and ABC/Capital Cit- 
ies respectively. 
-' The networks are sandwiched between 
::studios, which make television programmes, 
^and stations affliated to the networks, 
"which broadcast them. A consultant who 
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has worked with all three businesses reckons 
that both the studios and the affiliates make 
a 30% return on sales;.the networks 3%. 
Their main ~ business—commissioning 
shows, attracting advertising, and feeding a 
package of the two out to affiliates—is 
barely profitable. Their main revenue, from 
advertising, has fall en in real terms over the 
past decade. l 

The networks blame the Federal Com- 
munications Commission for their woes. 
They are prohibited from making more than 
five hours of prime-time programmes a 
week. They can own only stations that to- 
gether reach less than 25% of viewing Amer- 
ica: that limits them to about ten apiece. 
Worst of all, they are not permitted to share 
in the profit from selling programmes to ca- 
ble networks or foreign television stations, 


even though their advance payments for - 


first-showing rights pay over three-quarters 
of the cost of making some programmes. 


back to the age when advertising 
| was so strong that networks could a 







anything other than. a precious reso 
For another, with disparities betwee: 
highest and the lowest paid rarely exces 
four or five to one, there is little envy 
distrust to sour relations between shopt do 
and boardroom. | 

A third development is helping | 
deal with its changing labour market. B 
mographic good fortune, the jobs that 
disappearing fastest are those of the 
and best paid (thanks to Japan's sen 
system). They are the workers most w 


























instead of more pay. This year the chasten 
metal workers will settle for a modest 3 
rise in wages—plus the equivalent of 1.4 
in more days off. In addition to a 796.3 
the carworkers want three-and-a-ha f 
more holiday a year. 

In newly rich Japan, leisure has not on 
been officially sanctioned but is deemed 
national priority—as much for dealing wi 
the social problems of declining indus 
for encouraging people to share in the 
wards of 40 years’ hard slog. The gover 
ment has decreed that the average working 
year, now 2,150 hours and rising, should be- 
cut to | 800 hours by 1992. It looks a tall. 
order, but the new flexibil ity in the job mar- 
ket may make it possible. The Ministry o of 
Labour forecasts that the extra spare time. 
should generate ¥8 trillion ($60 billion) 
worth of extra domestic demand. And that, 
in turn, should create an additional 800, 000 
we ll-paid and mostly full-time jobs. 



















































(Profit from such sales—$500m in the case 
of "The Cosby Show" —goes to the studios 
and syndication companies.) There is a good. 
case for changing these rules (see page 15)... 
Whatever the merits of that argument, 
most of the networks’ problems are not the 
regulator's fault. Though they are the poor 
relations, networks still give their affilia 
money to carry programmes: around $140 
a year. per network. This arrangement d 








It is slowly. changing: this year ABC 
watershed deal with a Palm Beach statio 
WPBF: the affiliate will pay ABC money M 
ers may fol llow. a 


It'sa tough market late | 


Even if they sort out their: finances, the 
works are now just three buttons : 
many on the average American’s rer 
control. Already two fledgling mini 
works have. sprung up. in compet 
Rupert Murdoch's broadcast Fox. 
vision and Mr Ted Turner's cable-d 
Turner Broadcasting System. They 
small to be subjected to the same rt 
govern CBS, NBC and ABC, so Fox can 
out its Twentieth Century-Fox movies a 
Mr Turner his MGM library. On Sune 
nights 10% of American viewers watch Fox. 
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abl e television. More than half America's 


cable television. By 1992 the cablers hope it 
will be 7096. In these cable households a 
greater proportion of time (3696) is spent 
Mathie free or pay-cable services than is 
spent watching the networks (3496). 

Unlike the networks, cable companies 
have begun to integrate vertically, distribut- 
ing as well as producing programmes. Tele- 
Communications Inc (TCI), America's big- 
gest cabler, reaching 7m American homes, 
Owns stakes in several cable programmes, 
‘such as American Movie Classics, in small 
production companies like Corsair Pictures, 
and in United Artists, which owns over 
2,000 cinemas. 

- The networks have tried to fight back. 
ey have brought in new managers. They 
ave pushed their own cable programmes: 
BC has an 8096 stake in ESPN, a popular 
sports channel; NBC is introducing à con- 
sumer- and business-news cable channel, 
‘CNBC, and has formed an alliance with Mr 
Chuck Dolan’s New York-based Cable- 
vision to sell sports events via cable. Only 
CBS, which made a mess of its effort to pro- 
duce cable programmes, has stayed aloof. 
The networks have also launched a big cam- 
" paign to win back advertisers from cable. 

555 The real threat from cable television, 
however, is not the advertising it steals, but 
its advertising-free programmes. Because the 
cable system charges consumers directly, it 
may be a more efficient way of earning 
money from television programmes than re- 
lying on indirect income from advertising 
< (more efficient in the sense that it enables 
- programme makers to calculate demand for 
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"But the main competition comes roin 


homes are connected to muiti-channelled. 


Will there still be networks when they grow up? 


M D i ute aa AR E E aaa : 


different programmes.more precisely). | 

- The most efficient. of all is pay-as-you- 
view cable television in which the customer 
selects what he wants to see and pays for it. 
Already close to 10m American homes have 
converters that allow them to order pro- 
grammes. Rumour has it that NBC and 
Cablevision will sell the 1992 Olympics, 


which NBC has bought for $400m, by this 


method, Other big national events which 
the networks have traditionally dominated 
may follow. 

Pay-as-you-view may become ' re rer 
you want, whenever you want it" television, 


in which a consumer will select a programme. 


or a film from a menu and watch it when he 
wants. At present the technology is unable 


to cope with even 500 homes all wanting to` 


watch “Rambo” at the same time. But an 


adjusted version would ensure the viewer a 


wait of no more than 15 minutes for the 
start of his chosen film 

This is likely to open up the television 
business to a new round of entrants. Tele- 
phone companies are keen to sell pro- 
grammes down telephone lines and—once 
the technology is available—down fibre-op- 
tic lines. Cable companies are already fight- 
ing to stop them on the grounds that the 
telephone companies will cross-subsidise 
programmes from their (high) fixed-rate 
telephone charges. 

That will be of small comfort to the net- 
works, who must now try to find a place for 
themselves on America’s cluttered remote 
controls. Whatever the regulators do, this 

will be fraught. As one advertising man 
points out: "they think that the nightmare is 
just ending; in fact it is just beginning." 
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Computer softwars - 


Apple bites back | 


HOUGH the cecidi of computer 

software continues its breakneck ad- 
vance, it is lawsuits over ownership that are 
now the big battleground in Silicon Valley. 
A year ago Apple Computer went to court 
to claim broad ownership of “user-interface 
technology" which is fast becoming the 
computer industry's equivalent of the piano 
keyboard. This week, Hewlett-Packard and 
Microsoft, which Apple is suing, lost the 
first skirmish in that battle. All eves ín Sili- 
con Valley will be on round two. 

At stake is technology that promises to 
make computers easier to use. Clear owner- 
ship of user-interface technology would put 
Apple in a commanding market position. It 
would drastically alter competition and in- 
novation. Imagine what might have hap- 
pened had an early carmaker managed to 
patent the steering wheel, accelerator and 
brake pedals. Apple's chances of establssk- 
ing such ownership seem slim, but o 
computer-makers and software houses will 
not rest easily until it is made clear what liti- 
gious Apple might or might not own. 

By allowing people to choose commands 
from menus or to start up a word processor 
by pointing at a picture of a pencil on a 
screen, new user interfaces promise to hide 
the differences between different brands of 
computers—and so make it as easy to switch 
from an Apple to an IBM as it is to switch 
from a Ford to a Chrysler. One popular im- 
plementation of these ideas is software for 
Apple's Macintosh computer. Another is as 
program made by Microsoft called Win- 
dows. Microsoft itself sells Windows to 
those who would make their 1sm-compatible 
computers easier to use. More important, 
the licensees of Windows include a veritable 





who" s who of the computer industry. 


BM, for one, is incorporating Windows 
technology into its next-generation operat- 


ings system. Hewlett-Packard, for another, is 
BUSINESS continues on page 105 $ 
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Our first-class commitment 
throughout the world. 





With us, you have an unlimited opportunity to 
fly First Class all over the world, even on the 
shortest flights in Europe. With our exclusive 
service which starts in one of our Senator 
Lounges. With the outstanding comfort which 
is a real blessing at flights between conti- 
nents. With the preferential treatment which 
many of our passengers no longer want to 
miss even on short flights. With the result that 
more and more customers will be reaching 
their destinations in first-class shape. 


Lufthansa 


Wherever you are, 
Korea Housing Bank will be there for you. 


At the Korea Housing Bank we 
offer the highest quality of interna- 
tional banking services enabling our 
clients to participate in and benefit 
from the world's most dynamic Korean 
economy. 


As a government owned bank with 
197 branches nationwide, our interna- 
tional services are designed to meet 
your needs in foreign exchange, fund 
transfer, trade finance and all manner 
of supporting international banking 
services. 


S 


THE KOREA HOUSING BANK 


Tel:(02) 784-7711. 6611 
Telex: KOHOBA K27879. 32933 
Fax:(02) 784-8324 


Address: 36-3, Yoido-dong, 
Youngdeungpo- ku. Seoul. Korea 








at we make it. 


h 


ISW 


Life 


E 


d hard work. 


tion an 


Ind 


imagi 


H 


* 


tlence 


It takes pa 


tiful qui 
IS w 


king a beau 


Ma 


n the same way, 


[ 


i 


hat we make 


* 


life 


| 


€ o 
As 
S 
ES 
w SS 
- rp 
gz 
o 
on o 
oe = 
S 
ES 
S 8 
eS 
= 
£g 
dae 9A 
EE 
D S 
4 c 
e otc 
x. 060 
= g 
Ch 
s É 
ga 
Z vn 
UV D 
AB 
> = 
3S 
2 
ec 5 
es 
Ww > 
mt fj 
- x 
qo 


robots, 


lece, 


by p 
In a cen 


y. Patiently. Piece 
| 


| 


the world of our dreams. Careful 


* 


or even a decade 


will look i tury, 
But we hope that Komatsu can add beauty to the great pattern of 


t know how the world 


? 


We don 





fe. 


li 


Tools for a Better World 


efe KOMATSU 


to-ku, Tokyo 107, Japan 


ina 


r 


: 2-3-6, Akasaka, M 


Head Office 





KOMATSULTD 


(03) 584-7111 Cable 


2812 Phone: 


J2 


* 


Telex 





e n t 1 a : ! T ji ^e ! f i uestionably superior. 


fectly at home. 


isn t left 





The Swire Group P4 


Arrive in better shape 


CATHAY PACIFIC am 





In€redibly International. 





There's no mistaking Credit Suisse's solid Swiss back- closely coordinated with those of the global investment 
ground. We've been in the banking business since banking group, CS First Boston, Inc. Our record of 
1856, providing our clients with the discreet, reliable excellence in all areas of our operations is regularly 
and committed service that is the hallmark of Switzer- rewarded with a triple-A rating from the world's most 
land's banking heritage. But we are more than just a prestigious rating agencies. This is an accolade that 
Swiss bank. We also have a strong presence in the we share with very few banks. So why go for second 
world's financial markets. Credit Suisse's activities are best? 

We do more to keep you at the top. 





| 
| 





Zurich (Head Office) - Abu Dhabi - Atlanta - Beijing - Bogota - Buenos Aire uro : Calgary : Caraca hicago - Frankfurt - Git 
Los Angeles - Luxembourg - Manama (Bahrain) - Melbourne : Mexico City - Miam! - Monte Carlo - Montevideo - Montreal - Muric? 


Rio de Janeiro : San Francis aD Paulo - Singapore tuttgari - Tehran - Tokyo - Toronto - Vancouver 










om Windows. And DEC, 
; belongs to a group called the 
ms Foundation, which is using 
nology to try to create a standard 
terface for the Unix operating system 
On minicomputers. | 

'ecause ease of use is one of the Macin- 
'$ main selling points, Apple would un- 
tandably prefer to keep to itself the 
iniques that make the machine so user- 
iendly. Hence the lawsuit. This week a 
idge in San Francisco ruled that a 1985 





















and Microsoft covered only the then- 






the one now in use. It did not, however, 
establish that Apple had any rights to the 
: technology in the first place. 
. . To prove its rights, Apple must now 
> Show that the Macintosh user interface is 
original and protectable under copy- 
law. Microsoft and Hewlett-Packard 
< $S8y that it is neither. Arguments will swirl 
-. around: 
.. * Originality. The Macintosh popularised 
the easy-to-use interface, but Apple's 
founder, Mr Steve Jobs, took many of the 
ideas for it from research done at Xerox's 
. Palo Alto Research Centre and embodied in 
 Aerox's Star workstation. Copyright law 
protects only the original creator of a work. 









Copyrig 
protection for the idea of picking com- 


technology-licence agreement between Ap- 


rent version of the Windows software, - 


ctability. Basic concepts cannot be 
hted: So there can be no copyright 


mands from a menu—only for the look and 
feel of a particular menu. Moreover, copy- 
right law distinguishes between works that 
must be as they are in order to do what they 


. do, and things in which the creator is free to 


choose between different expressions. Thus, 
the "H'-pattern in an automobile's gear- 
change cannot be copyrighted because, said 
an American judge, it must look like that to 
show the distribution of gears. | 

€ Differences between the 1985 version of 
Windows and- today’s. Though it does not 
cover the disputed version of Windows, the 
licence Apple granted Microsoft in 1985 is 


| still valid. So, presumably, Apple can only 


complain about features new to this version. 
Mr Neil Boorstyn, a lawyer for Hewlett- 
Packard, reckons that, despite their seeming 
complexity, these issues might be resolved 
within months. In the meantime, Apple re- 
mains vague about exactly which features of 
Windows it is that offend— presumably, say 
cynics, to sow maximum fear and uncer- 
tainty among would-be Windows support- 
ers. Whatever the merits of Apple’s case, its 
tactics may be working. Together with prod- 
uct-development delays, Apple’s court vic- 
tory has helped push Microsoft's share price 
down by nearly 2596 in the past week. 





< Investment by Taiwan 


The embarrassment of riches 


TAPED 


- Taiwan has emerged as Asia's fastest-growing direct foreign investor and, 


HE businessmen of Taiwan are broad- 
aning their horizons. Business and po- 
. caution once restricted their overseas 
- investments to American property. Now, 
they are buying hotels in Hongkong and 
Manila; setting up factories in Malaysia and 
Thailand; and—despite official frowns—in- 
vesting in joint ventures in China. In part, 
Taiwan's businessmen are discovering what 
. their Japanese counterparts already know: 
: that rising wage rates, a rising currency and 
- stiffer pollution controls are making Taiwan 
an expensive place to invest in. But there is 
another reason, too, for the start of the Tai- 
wanese investment diaspora. The island has 
become too rich to remain insular. 

With only 20m people, Taiwan is the 
_world’s 13th largest trading nation. It has 
~ foreign-exchange reserves of $74 billion, the 
_ world’s highest after Japan's. Exports have 
„outweighed imports in every year since 
1975. Last vear, even including the $2.9 bil- 
on of gold bullion imported from America 

make the books look less embarrassingly 
dod (old Japanese trick that), the island's 


d ( 
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_ after Japan, the biggest. Is this good or bad for the island? 


trade surplus was around $11 billion. Tai- 
wan's trading partners threaten protection- 
ism, and demand that the island let its cur- 
rency rise further. Taiwan's entrepreneurs 
see investment overseas as an escape route. 

But to where? America is the traditional 
favourite; at any one time, there are about 
25,000 students from Taiwan in America. 
Those links lure a constant stream of 
Taiwanese investment to America, in 
everything from Formosa Plastic's ac- 
quisition in 1980 of an ici plant in Ba- 
ton Rouge to the opening of yet an- 
other Chinese restaurant in Los 
Angeles. But some cannier Taiwanese 
listen to the new natter about the 
“Pacific century” and see better pros- 
pects nearer home. Two weeks ago, 
Pacific Electric Wire & Cable agreed 
to pay $106.4m for half of Hong- 
kong's Conrad hotel development; 
last week, a Taiwan-based business- 
man, Mr Tan Yu, announced a 
$400m plan to build a satellite city 
outside Manila. 
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Yet, counting such acti 
of guesswork. The Ministry 
fairs says approved overseas 
year amounted to $218m, of 
went to 42 projects in the Uni 
This is peanuts—even if the total is: 
posed rise of 113% on the 1987 leve 
also a mega-underestimate. Thailan 
says that in 1988 it approved inve 
from Taiwan of ten times the alleged 
over $2.1 billion. In the Philippines, 
intends to open a please-invest-in-us o 
in Taipei, and Malaysia approved ins 
ment from Taiwan last year is thoughi 
have topped $500m each. di 

The confusion is explicable. Taiwar 
firms may not invest abroad more than 
of their paid-up capital. Add to that th 
wanese businessman's contempt for 
parent accounting, and the result is that 
and small companies alike prefer to w 
through the network of overseas Chinese 
order to avoid official scrutiny. One guess 
that 8096 of Taiwan's investments in Sout 
East Asia have been made illegally; another 
is that last year alone both legal and ille 
investments in the region amounted to w 
over $3 billion. If true, Taiwan is nudging 
Japan as the leading provider of new privat 
direct investment to South-East Asia. — — 

All of which activity—illegal or not- 
cheers Taiwan's government. Less pleasing, 
perhaps, is the enthusiasm Taiwan’s bus 
nessmen are showing for the Chinese mot 
erland. Since the late President Chiang 
Ching-kuo first allowed Taiwan’s citizens 
visit relatives on the mainland, personal a 
business links across the love-hate 
have grown apace. | TL 

Statistics are often imprecise because 
rect business contact is still banned. But on 
Taiwanese newspaper reckons that 450,00 
people from Taiwan visited China in 16 
and that almost 2,000 Taiwanese busine 
men visited last year's Canton trade fai 
Taiwanese officials say indirect trade acro 
the Taiwan Strait last year exceeded $2.5 bí 
lion—60% up on the previous year's figuri 
and that most of it came from Taiwa 
exports. PEU 
Where trade leads, investment follo 
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One Taiwanese research group estimates 
that last year Taiwan's investment in China 
reached about $200m, double the 1987 
level. China claims that in Fujian province, 
closest to Taiwan, businessmen from the is- 
land invested $150m last year and set up 230 
joint ventures. Given that China is now Tai- 
wan's fourth largest export market and has 
set up an exclusive export-processing zone 
for Taiwanese investors, some Taiwanese 
politicians worry that the island is becoming 
too dependent on the mainland. 

It could hardly be otherwise. Taiwan's 
economic success has been based on the 
common East Asian formula of hard work, 
cheap labour and an undervalued currency. 
All three are under threat. In the past three 
years, as both foreign-exchange reserves and 
American resentment increased, the new 
Taiwan dollar has appreciated by over 40% 
against the American dollar. Meanwhile, 
political liberalism has tolerated a rash of 
strikes—almost all illegal—by workers de- 
manding higher bonuses. The result has 
been to force Taiwan's sweat-shop indus- 
tries offshore in search of the cheap labour 
needed to make a profit from shoes, fluffy 
dolls and toys. In local-currency terms, Tai- 
wan's exports of textiles and garments fell 
by 10.1% last year; of toys and sporting 
goods by 8.2%; and of footwear by 7.9%. 

All of which is as the planners want. 
The difficulty will be in achieving the second 
part of their plans: upgrading industry to 
cope with higher costs. Unlike Japan and 
South Korea, Taiwan has few conglomerates 
with the financial muscle to invest in capital- 
and knowledge-intensive industries. In- 
stead, its economic miracle has come from 
nimble family firms whose sons have been 
returning in droves from American univer- 
sities with engineering and management de- 
grees. The problem is that they are not leap- 
ing smartly upmarket—but overseas. 
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British beer 


A round of 
competition 


UBS in Britain are famous for their 

quaint atmosphere and warm beer. 
They are less well known for being the pub- 
lic face of a producers' cartel that has en- 
abled British brewers to increase prices even 
though the industry is plagued by over-ca- 
pacity. Not for much longer. The Monopo- 


lies and Mergers Commission (MMC) wants 


to pull their cosy world apart. Lord Young, 
the trade secretary, says he is "minded to im- 
plement its recommendations”. If he does, 
he will bring home to ordinary Britons what 
free markets are about in a way no one else 
has managed. 

The antitrust authorities were called in 


90 


Two pints and the pub please 


because of the power that brewing compa- 
nies wield. Three-quarters of the beer sold in 
Britain is produced by six breweries. 
Around 8596 of the £9 billion ($15 billion) 
that Britons spend each year on beer is spent 
in pubs, three-quarters of which are owned 
by those same breweries. Landlords in these 
so-called "tied houses" are usually forbid- 
den bv the terms of their leases to sell beer 
produced by a rival. "Free houses" are sup- 
posed to be independent but they, too, are 
beholden to brewers: many get low-interest 
loans from breweries in return for buying 
their beer alone. 

Between 1979 and 1987 this comfort- 
able arrangement helped brewers increase 
the pre-tax price of a pint of beer by 15% in 
real terms, more than twice the rise in res- 
taurant prices and despite a fall in beer- 
drinking during the mid-1980s. Evidence, 
then, that the power of breweries acts 
against the drinkers' interest. 

The MMC says that brewers should not 
be allowed to own more than 2,000 pubs; 
that the pubs that remain tied should be 
able to sell at least one other brewer's prod- 
uct; that landlords should be allowed to buy 
wine, spirits, low-alcohol and soft drinks 
from the cheapest source; and that tied 
loans to free houses should be illegal. These 
changes, it says, should be made within 
three years, starting as soon as the govern- 
ment has sorted out the practicalities. 

Lord Young told Parliament that he 
hopes these changes will create opportuni- 
ties for small brewers and allow the develop- 
ment of a stronger wholesale business. For 
the same reasons, he also announced his de- 
cision to veto a bid by Elders IXL, an Austra- 
lian company, to buy Scottish & Newcastle 
Breweries, purveyors of ales to the Queen 
(how much does She drink’). 

Supposedly good news for small brewers 
is terrible news for the big boys. Bass, for 
example, has 2396 of the British beer market 
and owns 7,190 pubs. That means it will 
have to sell 5,190 pubs, which now provide 
secure outlets for half the beer Bass pro- 











duces. The MMC guesses that a total of 
22,000 pubs will have to change hands- ?^ 
a day. 

The effect of this will be to force big 
brewers to choose between retailing and 
manufacturing. Whichever they chose, they 
will face tougher competition. In retailing, 
the big profits are made from selling food 
and high-margin drinks (eg, wine and or- 
ange juice), not beer. The brewers' efforts to 
expand in these areas have met with mixed 
results. Now others, with more experience, 
will be given the chance to buy up chains of 
pubs on the cheap. The ceiling of 2,000 
pubs will not apply to non-brewers. 

Changes in the manufacture of beer are 
likely to be even more wide-ranging. While 
the proposed changes will make it easier for 
small producers to establish niches, they will 
also speed the consolidation of the industry. 
The government might fret about the domi- 
nant position of six brewers in the British 
market, but Britain is more competitive 
than other countries. In Denmark, France 
and Holland, three brewers have over 9^9* 
of each market. The Australian mark 
controlled by just two companies. Consoli- 
dation in these countries has been driven by 
economies of scale. Elders, which owns Fos- 
ter's, reckons such benefits carry on work- 
ing in breweries capable of producing 4m 
barrels of beer a year. The largest British 
breweries currently produce 1.5m-2m bar- 
rels a year. 

There are three ways of ensuring that 
beer produced on this scale gets sold: 1) own 
all the pubs; 2) make your beer cheaper than 
anyone else's; 3) establish a strong brand. 
Option 1 may soon be made illegal. British 
brewers tried option 2 in the 1970s and sales 
slumped. So option 3 looks most attractive. 
This will mean that the move away from tra- 
ditional British beer towards lager is likely to 
accelerate. Lager's share of the British beer 
market has already risen from 496 to 4576 
over the past 20 years. Floreat lager lout, as 
they say in Slough, John. 
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LOAN NO. 2436 UNI 
IFB NO. KADP-9 


The Fedetal Government of Nigeria has received a loan of US Dollars 122 million, in various currencies, trom 
the International Bank for Reconstruction and Development (The World Bank), IBRD, to meet the cost of the 
Agricultural Development Projects, in former Kaduna State comprising the newly created Katsina State and 
present Kaduna State, and intends to apply part of the proceeds of this loan to eligible payments under the con- 
tract(s) for the construction of ‘Rural Feeder Roads’ in Maigana and Samaru Zones of the Kaduna State 
Agricultural Development Project, KADP. 


2. The Kaduna State Agricultural Development Project intends to invite sealed bids from eligible bidders, from | 
source countries of the World Bank; for the following work: 


Furnishing the necessary labour, materials, equipment and services for the construction and completion 
a 400km of Rural Feeder Roads with laterite surfacing in Maigana and Samaru Zones of KADP as stated | 
low: 


Category 1: 100km of Rural Feeder Roads in Maigana Zone. 
Category 2: 100km of Rural Feeder Roads in Maigana Zone. 
Category 3: 100km of Rural Feeder Roads in Samaru Zone. 
Category 4: 100km of Rural Feeder Roads in Samaru Zone. 


. Notes: 


(a) Roads consist of several stretches of varying lengths within the boundaries of Maigana and Samaru 
Zones. 


(b) The actual quantities B roads under this bid may differ from the figures given above. | 
(c) Eligible bidders may quote for either Categories 1, 2, 3or 4. It should be noted, however, that the 
construction of roads under Categories 1, 2, 3 and 4 are to be carried out simultaneously. 


P. Bid documents are being prepared in accordance with guidelines for procurement issued by the 
AT International Bank for Reconstruction and Development. Interested parties wishing to participate in the 
v c bidding may apply for pre-qualification to the following (with the information asked fori in D patagrapn 4): 


i. The Programme Manager, 
Kaduna State Agricultural Development EES 
11 Race Course Road, 
Opposite Murtala Square, 
P.M.B. 2269, 
Kaduna. 
_ Telephone: 214431. Telex: 71622. 


H. The Programme Manager, 
Kaduna State Agricultural Development Project, 
E AGROMAN/ADPLA, — 
: 34 New Cavendish Street, 
London W1. 


4, The applications for pre-qualification shall contain the following information: | 
(i) Brief history ofthe company. — » 
(ii) Work experience in similar project.. ; d F : MES | 
(Comprehensive list of projects already colmpletedi in ih ondio a dios including their Term 
. value, name of client and year completed). 
(i) Equipment and materials, ASTA with the company. 
"v Financial capability. 
(Statement of accounts with auditors' reports etc). 
(v Personnel. | 
(List of key staff and their curriculum vitae). 
E References. | 
Anyo r relevant information. 
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ING THE NEEDS OF DECISION TAKERS 
TERNATIONAL BUSINESS. 


y 
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COUNTRY STUDIES 


L] The USSR in the 1990s 
Struggling Out of Stagnation 
Few observers doubt Mikhail Gorbachev's 
commitment to reforming the Soviet Union's 
stagnant economy. But with opposition in the 
bureaucracy, rising nationalism and 
fundamental economic problems coming 
increasingly to the fore, the tasks before him 
appear aimost insurmountable. This new report 
analyses his short and long term chances of 
success and examines the implications of 
reform for foreign trade, joint ventures and 
future political stability, ; 
No.1152. Príce: £110 UK & Europe; 
US$230 North America; £113 Rest of World. 


[] Asean in the 1990s 
Growing Together 


How urgent is the need for greater 
economic cooperation among Asean's six 
member states? This Report assesses the scope 
for closer economic cooperation within Asean, 
which is required to foster export led growth in 
today's increasingly competitive world trading 


environment. It forecasts the Asean S 


economies growth prospects to 1993, analyses 
Asean's current and future role in the world 
economy and highlights sectors where 
Cooperation within Asean is likely to affect 
foreign investors. 

No. 1131. Price: £125 UK & Europe; 

US$260 North America; £128 Rest of World. 


L] Portugal to 1993 


investing In a European Future 


Portugal has a strong outward looking 
government with popular backing and a 
reforming policy in tune with the EC's 1992 
programme of market opening. With labour costs 
low and generous EC backed grants available, it 
apparently offers a cornucopia of business 
opportunities, This Report examines the 
opportunities and the problems in a detailed 
forecast of Portugal's economic performance to 
1993. 

No.1 157. Price: £125 UK & Europe; 
US$260 North America; £128 Rest o! World. 


[] iran and Iraq 
Building On The Stalemate 


How promising are economic prospects in 
Iran and irag in the light of their ceasefire? This 
Report, offered in conjunction with Report No. 
1083, fran and Iraq: The Next Five Years, re 
examines the political outlook on both sides, 
compares the resources they are likely to have 
available for reconstruction and discusses the 
implications for suppliers in the period to 1993. 
. No.t164. Price of two reports together including 
postage: £120 UK & Europe; US$255 North 
America; £123 Rest of Worid. 


C] Turkey to 1992 

Missing Another Chance? 

Turkey has missed development opportunities in 
the past. But economic restructuring is at the top of 
‘Turgut Ozas agenda. Under Ozal export growth looks 
assured, but economic stability at home is less certain. 
This report examines Turkey's debt repayment 
obligations, its growth prospects over the next five 
years and the implications of Turkey's application for 
EC membership. 

Price including postage: £115 UK & Europe; 
US$245 North America; £118 Rest of World. 
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AUTOMOTIVES 


[] Financial Assessment of 


the Japanese Motor 
Industry 


The Yers steep rise reduced after-tax 
profits of Japanese motor manufacturers by 42 
per cent between fiscals 1985-87. This new 
report analyses the operating results of each 
producer, highlight a disturbing dependence on 
their booming domestic market and on revenue 
fron non-automotive sources. It assesses who is 
most threatened and examines strategy options 
in the medium and long term. 

No. 1182. Price including postage: £225 UK & 
Europe; US$445 North America; £228 Rest of 
World. 


[] The East European Motor 
Industry 


Few manufacturers feel threatened by 
imports of East European cars and are more 
concerned with those from the Far East. But now 
there is an emerging potential for a revolution in 
production and sales of cars in Eastern Europe, 
as well as a growing market for Eastern Europe 
to supply the West. This new report analyses 


| prospects for the East European Motor Industry 


and looks at ways in which it might develop into 
the 1990's and beyond. 

Price including postage: £245 UK & Europe; 
US$485 North America; £248 Rest of World. 
Published January 1989. i 


[1 The Automotive Industry in 
the Developing Countries 


As competition has grown over the past 30 
years in motor manufacturing, so developing 
countries have found a role as low cost 
assemblers or component manufacturers. This 
new report assesses the position of developing 
Countries as a whole and reviews ten major 
players individually, analysing the unique 
problems faced by each. 

No. 1178. Price inciuding postage: £245 UK & 
Europe; US$485 North America: £248 Rest of 
World. 

Published March 1989. 


REPRE a i m aos rre pé tae e RR t e dr AAA 


Ail prices include airmail postage 


To order please tick the boxes by the titles 
required, complete the address details 
below and return the whole page. 


Name 
Company 
Address 


TheEconomist 
IntelligenceUnit 


The Economist Intelligence Unit Limited 
Marketing Department (EDLL! 

40 Duke Street Londen W1A TDW UK 
Tel: 01-493 6711 Telex: 266353 


EFL TRAINING 


| LJ English A World 


Commodity 
Over the last 25 years it has become 
essential for companies, governments and 


individuals in nor-English speaking countries to 


be able to use the English language, and the 


| teaching of it has become a global business, 


worth some £6bn a year. This new report 
provides a unique analysis of the market, ft 
assesses the demand and supply of training 


| books and examinations throughout the world 
| forecasts trends into the 1990s. 


No. 1166. Price: £98 UK & Europe; 
US$185 North America; £98 Rest o! World. 
Published January 1989. 


RETAILING 
Selling to the Motorist 


Petrol stations have undergone such 
dramatic changes during the UK retailing 
revolution, that often the customer's main 

purpose is.not to purchase petrol but to buy 
something from the wide range of consumer 
goods now available from many outlets. This 
new report contains the exclusive results of a 
large-scale survey of outlets by size and 
location. It predicts a widening of the range of 
goods sold and the nature and pace of future 
developments over the next five years. 
No. 1165. Príce: £165 UK & Europe; US$325 
North America; £168 Rest of World. 
Published February 1989 


COMMODITIES 


LJ Feedgrains to 1993 

The Challenge of New Markets 

Certain developing countries are emerging as 
major importers of maize, barley and other coarse 
grains. But could they cope with a sustained price rise 
or would they switch to non-cereal substitutes, 
including those still being developed? This 
nalyses likely influences on coarse grain supply and 
demand and forecasts production, consumption, trade 
and prices in 1990 and 1993. 
No.1158. Price: £130 UK & Europe; 
US$275 North America; £133 Rest of World. 
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Consolidated figures Sept. 30, 1988 
o in millions of USD(*) - in BEF. 2 

Balance sheet total t.» 4 450844 * 7.6% a | kis 

Deposits of customers — 21,755.9 +108% — 

Deposits ofbankers =  . .- 18,246.1 + 45970. 

Loans to the private sector. E 17,659.8 4134 9 | dem 
Loans to the public sector | |. 9,8788 - 196% | ^| ^ |. | "odd 
-koansto ban ers. 15,510.0 +20,7% | 

Operating profit 449.2 + 9755 
Provisions, depreciation, taxes 311.8 + 6.3% 

Profit for the financial year p. 5 1259 + 13.3 % 

Profit per share (in USD) NL +14.2% 











d r ds dollar (USD) = = 39.825 ee francs (BEF) 





MAIN TRENDS OF THE LAST FINANCIALYEAR - 


* strong increase in interest income and commissions (main areas: deposits, loans, finaficial operations, © s 
investment funds, portfolio management). Increase in operating results (return on equity: 15%); 


.* new Belgian stockmarket listings arranged by by BBL: Österreichische Landerbank, Sanofi, 
^^. kadbrokeGroup, Compagnie de 'aint-Gobain, Maxwell Communication; 





e financial engineering: financial arrangements for the extension of the Brussels international airport terminal; 


° * ranking second in world league table of banks participating i in the euro-bond 
management syndicates i in 1988; 






7% 


. issuing of commercial paper in the United States with an A1 Standard & Poor's rating anda PA rating from Moody's 





e expansion of the international network: creation of two merchant banks, one in Trek nd 
ana the other in singapore, total ownership of Banque Louis-Dreyfus in Paris and Zürich as from April: 1989. 


s 








Head office 
avenue h Marnix 24, B-1050 Brussels 


.. . London Branch. | | | 
(8t He len $- 1 Undershaft, ClLondon EC3P 3EY, tel. 283.33.61, tix 88 49. 79, fax 626.84.18 


New York Branch - 
: 630 Fifth Avenue, Suite 2020, New York, NY 10111-0020, tel. 632.53 08, tix 42. 29. 34, fax 632.53. 08. 














ON, NEW YORK AND TOKYO 





ITY Mr Alan Greenspan. In an ideal 
world the chairman of the Federal Re- 
serve would use his influence over Ameri- 
ca’s monetary policy to force President Bush 
and Congress to do the right thing over 
their budget deficit—and fast. The threat of 
sharply higher interest rates could act like a 
hangman, concentrating minds. But the 
world is not ideal. Worry as he might about 
inflation, Mr Greenspan cannot risk raising 
interest rates too sharply for fear of causing 
financial collapse, inside America as well as 
in the third world. Unwittingly, that re- 
straint permits America’s politicians to drift 
blithely on, refusing to raise taxes (read Mr 
Bush's lips) or to cut spending (ask Con- 
gress's voters). The only thing that will con- 
centrate such minds is a crisis. 

Though Mr Greenspan cannot easily 
engineer one, the markets will eventually 
| æ. That was the warning provided on 
(zh 17th by stockmarkets in New York 
and London, and reaffirmed by Tokyo on 





United Si States Government bond yields: 


he crisis that America needs. 





Japan Govemment bond vidas 


Nikkei average 





March 20th, days on which all three markets 
had their nastiest falls for a long while. The 
ostensible reason was fear of inflation, 
chiefly in America, where a 1% rise in the 
producer price index for February 
prompted fears that the Fed would have to 
raise interest rates further to clamp down on 


inflation. That in turn threatened higher — 


rates in Britain, where sterling would have 
to be defended and retail price inflation is 
already 7.5%, ahead of America's 4.896; and 
in West Germany, where the D-mark is 
weaker than the authorities would like; and 
then again in America; and so on. 

It is too simple, however, to blame this 
reaction purely on inflation. Mr Greenspan 
stands sentry against that. lt may well be 

that economic growth, especially in America 
and Britain, is already slowing sufficiently to 
make inflation less of a worry, in which case 
interest rates would not need to be raised. 
American proponents of this view point to 
flat retail sales, a decline in new housing per- 
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mits and 


‘rose for shorter-dated. pa 
per. in Japan the bench- 


j Britain. Govemment bond yields: 


. 1988 


































slowing - import. 
growth. Also, with wage 
gains running at 3596. 
against inflation of 4.896, — 
consumers are biens zii 
worse off in real terms. 

In America’s bond 
market, pundits have long 
comforted themselves with 
this view. But doubts set in 
on March 17th, and prices 
fell sharply. Yields on ten- 
year Treasury bonds rose to 


9.596. Interest rates also 


mark government bond has 
been vielding more than 
5.296 for several weeks; on 
historic standards of the 
gap between bond and eq- 
uity yields, bond yields now 
of above 596 should send | 
Japanese investors scurry- Me 
ing into cash or fixed-inter-  &^ 
est instruments; below 5%, 
they will pile back into the 
stockmarket. More omi- 
nously for America, the 
higher Japan's yields, the Sery 
higher the dollar pens re | 
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t ired to attract t Japanese fnan efor | 
America’s budget deficit. Nevertheless, 
dollar yields are still below the levels - 
hat coincided with (caused, say some) 
“the October 1987 world stockmarket 
crash. Then 30-year Treasury-bond 
yields were over 10%. _ 
aan Those yield levels may yet be seen 
almost. regardless. of inflation. 
source of the-bond- and , 
| markets" Worries i is that, as in 
87,. fiscal and monetary policies in 
merica and elsewhere remain incom- 
tible. At their present levels, Ameri- 
‘twin deficits cannot long be f- 
inced without higher interest rates to 
pensate for the risk of a depreciat- 
ollar; unless the current-account 
cit is cut, that dollar is anyway likely 
depreciate, forcing. interest rates 





































def it is cut jac y. interest 
i vill have to rise in dde to attract sufh- 


ki is that ptóbable rise, forced by worries 
out. the dollar, that threatens to push 
/ merica into recession—which is, in turn, 


HER share settlements 


SOMEBODY has finally got round to 
AJ making sensible (and, more important, 
_ workable) suggestions to improve the often 
: shambling way stockmarkets clear and settle 
their deals, and to set international stan- 
-dards for such settlements. The Group of 
Thirty, a think-tank on financial markets, 
has no official status but makes up for that 
th authority. Its steering committee on 
ments was chaired by Mr John Reed, 
ad of Citicorp, and includes managing di- 
ors of America’s Morgan Stanley and Ja- 
in’s Daiwa Securities, the president of 
merica’s J.P. Morgan, the chairmen of 
ains S.G. Warburg and France's 
bas, the head of Deutsche Bank, and a 
mer chief executive of the London (now 
e International) Stock Exchange. 
. The surge in share-trading volumes dur- 
g the 1980s' bull market, and then the Oc- 
ber 1987 crash, have highlighted the costs 
id risks incurred when bargains go unset- 
d for long periods. In London, which has 
of the world's most antiquated settle- 
Systems, interest payments on borrow- 
against unsettled bargains cost large se- 
ities houses £15m-20m ($25m-33m) each 
, 1987. Before the stockmarket crash, only 
one big London stockbroking firm had a 
ck-office manager sitting on its board. 
Even though some. exchanges are im- 
| Ning they are doing so. in idiosyncratic 
s: no two bourses are alike in the way 
y ele share deals. Despite the : growth 
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bad for equity markets. A tumbling dollar 
threatens inflation, which Mr Greenspan 
cannot afford to allow, so he would have to 
defend it with higher rates. But that is sec- 
ondary. The primary point is that, unless ac- 


E 


Back office to the fore 


during the 1980s in international share trad- 
ing—and, hence, the need for more uniform 
clearing and settlement—rival bourses have 
so far failed to agree on how to harmonise 
settlement procedures. 

The Group of Thirty committee says 
that a single, global clearing house for inter- 
nationally traded equities would fall foul of 
local rivalries. So it has laid down a set of 
common standards to which all markets 
should aspire by 1992. These have four 
broad aims: 

e lo improve the confirmation (ie, the 
matching of buyer and seller) of stockmark- 
et transactions, one of the riskiest parts of 


the settlement process. Before and during 


the 1987 stockmarket crash, brokers say, up 
to 4096 of bargains failed to be matched on 
the first attempt because of the inefficient 
and error-prone way bargains are confirmed 
in most markets. 

With automated systems (such as Lon- 
don's new execution facility for small bar- 


gains) matching can be done instantly. But- 


many markets still match manually or by 
sending slow and old-fashioned telexes. The 
committee wants trades to be matched no 


later than the start of business the following: 


day. 
e To settle trades using a continuous rolling 


account period. New York, Tokyo and . 
Frankfurt already have rolling accounts. 
London and Paris still have two-week and - 
month-long account periods respectively; | 


- the. 1980s has ma de ne ti 


stockinar ed "will grands a crisis d | 
anticipating a slump. 

This month Drexel Burnham Lam- 
bert stuck its neck out to become the 
first dud Wal Street firm to n a 





| Meses ast igh: 


f, surely be too much for es stockmarket 


to swallow. |. 

How about "uod! Nothing would 
be more likely to make Japanese raise 
their sake cups than a steady rise in the 
value of the yen, which would accom- 
pany a gradual loss in confidence in the 
dollar. The consensus in Tokyo is that 
the ven should soon begin to 
strengthen, hitting Y120 or higher by 
the end of the year. That could just be 
wishful thinking, or a genuine b" * 

that investors will dump the dollar. P 
doxically, that would actually do America a 
favour by forcing it to face facts. If Japan 
really wants to take over the world, its best 
bet is to help America carry on drifting. 
EEDENI EEE 


shares are paid for in a flurry at the end of 
the account. Long account periods are a 
boon only to short-term speculators, who 
are those most likely to default by settlement 
date. The committee says all bourses should 
move towards a three-day rolling account, 
and, eventually, to same-day settlement. 

E To ensure that during settlement, cash 
and shares cross on the same day. In some 
markets, the cash for shares is delivered to 
the seller the day after he delivers the shares, 
which raises the risk of default. Some mar- 
kets, notably Australia, have no central 
clearing house for guaranteeing that shares 
are paid for. And no stockmarket has yet 
copied America’s Federal Reserve, w' 
system acts as a clearing house both for 
ernment securities and for the cash needed 
to pay for them. With such a system, securi- 
ties and cash change hands simultaneously. 
@ lo encourage central depositaries for 
shares, netting systems, greater lending. and 
borrowing of securities among participants 
(which helps oil the settlement mechanism) 


` and standardised numbering systems for 


registering securities. 

Central depositaries, such as New 
York's Depositary Trust Company, cut out 
reams of paperwork. American companies 
still issue share certificates. But most certif- 


cates are locked up in vaults; their owner- 


ship is simply transferred, by computer, to a 
new name. British company law would need 
to be changed to allow share certificates to 


: be done away witli as a proof of ownership, 


with registration then carried out on a com- 
puterised book-entry system. 

The rise in stockmarket turnover during 
systems. more at- te 
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For those who will not settle for second 


best, there is only one name. 


Twenty years ago, Audemars Piguet 





created a watch so unique that it has been 
admired and envied the world over: the 
Royal Oak. 

Today, the Royal Oak remains 
unchallenged. And so it will be in the years 


to come. 











[he ultra-thin Royal Oak for Ladies and Men and the Royal Oak Perpetual Calendar 


mechanically programmed until the vear 2100. 


Audemars Piguet 


Ls Audemars Piguet & Cie S.A., 1348 Le Brassus, Switzerland 
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European ones 


T AKING over the portfolio poll that 
. tan regularly in Financial Report for 


Je eight years, The Economist asked nine 
|. money-managers for their opinions on the 
. best mix of investments over the next 12 
~ months. They were asked to design a port- 
: folio for an investor with no existing in- 
. vestments, no overriding currency consid- 


erations and an objective of long-term 


. capital growth. The table shows first their 


choices between equities, bonds, cash and 
gold; then, in the second half, how they 


fos would spread their investments over the 


I : nost conservative investors this 

e are a Swiss bank, Julius Baer, Japan’ $ 
aiwa Securities, and an American in- 
vestment bank Merrill Lynch. Bank Julius 


The perfect portfolio? 


f imni i a ARRA A AAA iiia a p " ^ i; 


+ Contributors : 


^. Capital House—-Royal Bank of Scotland subsidiary. 


z Despite risin ing interest rates, fund managers are optimistic about equi- 
: ties, especial y 


.. MARKET FOCUS 


Baer is the only house that advocates 
holding some gold, a traditional hedge 


against inflation. It is least optimistic 


about equities, recommending that inves- 
tors put most of their money in bonds, 
which tend to perform best when interest 


rates are falling. Daiwa is tempted by the 


interest that cash earns but still believes 
that stockmarkets are going higher. 


Merrill Lynch thinks the markets are 
finely balanced but that perhaps interest 
rates have peaked and bonds now provide 
| good value. : 


The boldest investors are keenest on 


a 5 O. Neutral weighting—from Morgan Stanley Capital international World index. 
—]-. A UBS Phillips & Drew——UBS's London broking arm. 
. Merrill Lynch—US investment bank. 


Capital Management International — Deutsche Bank subsidiary. 


Bank Julius Baer— Swiss investment bank. 
Daiwa Europe-—Japanese investment bank. 
Brown Brothers Harriman— Wall Street private bankers. 


A 

B 

C 

D 

E Scudder Stevens & Clark—New York investment conses, 
F 

G 

H 

[ 


Wardley Investment Services—-Hongkong and Shanghai Bank's fund-management arm. 


d . Holdings by instrument, hO 


Equities. 


MP Ua Y 4 AYR eH TRA PENNA PLING EIS O34 AA EOD emma Er e an 24 nena e 6 2 raa E ena EDL inseto aaa edel bate 
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an pA etr es 


Holland - 


Australia - u 
Sal al 


eta RERBA Aase DeLee yard ett us ida he PR) C48 toosas betire eta ed AS orbe rod 
West Germany i . 
fas ARRA à 
se th dva e auto mev himen haha se 4 d 2d vue a AA a 4A rd n MX 
M Switzerland . 
R7 ea DP 
Italy . » 
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Scandinavia MOV S Boo |m : 


equities. They are betting that neith er 
cession nor tightening interest rates wi 
injure stockmarkets. Most are jugglir 
their i DA i. to beat one of the inter- 
national stockmarket indices. Our bench- 
mark is the jean Stanley World Index: 
This gives a weighting (shown in column: 
O) for each country based on the value of 
its stockmarket. E 

Daiwa's 4396 allocation for licen 
line with the index's allotment. Onh 
Royal Bank of Scotland's fund-m ge 
ment subsidiary, Capital House, is o 
timistic about Japan. That is because it 
sceptical about American markets 
advisers believe that rising inte 


Japan will hit the Tokyo Stockmarl 


harder than other markets. P 
Bank Julius Baer's apparéntly ode 
of the world is the result of the. 
against which it measures its-own 
mance. This is based on countri 
rather than stockmarket capitalisa 
Such an approach cuts Japan’s weig 


2556 compared with the Wot 


quadruples West German 


-of this different yardst 


ence for its local market, e 
the American firm Scudde 
Clark—a third of Julius Baer’s p ortfol 
in West German and nd equities. ^. 
‘Scudder is the only other beat ó ont 
Japanese stockmarket. It prefers European 
markets such as France, Holland and Nor 
way—and even Britain. Other money 
managers share Scudder's European bi 
but have their doubts about Britain. UBs 
Phillips & Drew says that continental Eu 
ropean economies are less suscepti 
inflation than are America and Brita 
and Merrill Lynch are fond of Italy de 
the problems of buying and selling s 
there. Scudder prefers Spain, where 
economy looks buoyant, and Swed 
where liberalisation of capital flows and 
strong krona should bring new m 
into the Swedish stockmarket and. fo 
prices up. l 
The pollsters least favou 


Tia ds uy peus Ba 
Brothers Harriman and Scudder are b 
ish about the Hongkong market. Bro 
Brothers and Scudder also fancy Sin 
pore and the soaring smaller Asian 


_ kets, such as Thailand and South Kor 


Brown Brothers’ tip, however, cot 
from the other side of the world, Ie 
lieves that the Danish bond market— 
world’s tenth largest and where five-y 
bonds now yield around 9. 6%—should ) 
mricung foreign i investors. 






































payment on settlement day. Such. systems 
are still the exception. 


AMSTERDAM 


; At least the LADB’s got some money 


EHIND closed doors in Amsterdam this 
AJ week, shareholders in the Inter-Ameri- 
ean Development Bank (IADB) engaged in 
yet more horse-trading before agreeing in 
principle to a $26.4 billion capital in- 
crease—more than two years after negotia- 
tions began. 

-. A compromise, put together on the eve 
of the annual meeting, resolved the main 
ispute that the United States had long had 
h the Latin American countries, but the 
ericans then found other sticking 
nts. America (with a. 34.6% 
shareholding) wanted a reform in the voting 
ructure that would effectively give it a veto 
ver the authorisation of 1ApB loans. The 
itin. American countries (with 53.9% of 
€ votes between them) naturally resisted. 
ll parties then agreed to a solution that 
had a medieval flavour to it, more worthy of 
ritual of a secret society chan of the man- 
agement of a bank. 

^ "Any one of the IADB's 12 board mem- 
bers will be able to delay a loan for two 
onths; any two to do so for an additional 
five. months; and then, after this seven- 
month delay, if countries representing more 
than 40% of the IADB's capital are still op- 
posed to a loan, it will be delayed for a fur- 
“ther five months after which it will be either 








in most countries to harmonise. It is hard 


enough to get consent amongst participants . 
in one place and build a modern settlement. 


system, without the extra problem of mak- 
ing it internationally harmonious. That is 
why London's move to include Group of 
Thirty members in its domestic settlement 
task-force is a welcome one. For until there 
is international co-operation on settlements, 
a truly global equity market will not exist. 


approved or rejected. (Hang on, there's 
more.) If two countries with less than 40% 
of the bank's capital are opposed to a loan 
after the seven months’ delay, one of two 
things can happen. Either the iADB presi- 
dent allows a further five months of discus- 
sion, after which the loan goes before the 
full board, or he can overrule the countries 
and force an immediate vote on the grounds 
that their technical and economic objec- 
tions do not stand up. (The agreement is si- 
lent about political opposition to a loan). 
However, the IADB president cannot force 
more than a "basket" of $1.25 billion-worth 
of loans to an early vote over the four years 
(1990-93) covered by the proposed replen- 


ishment. So the veto will have to be used. 






ingiy- 8" | : 
With this out of the way, there came the 
next big obstacle, the iADB's desire to get in- 
volved in sectoral lending—ie, loans to im- 
prove a country's infrastructure. This wor- 
ries some of its shareholders—particularly 
the Americans—who fear that unless strict 
conditions are attached the IADB could be 
taken for many a ride. However, a deter- 
mined Mr Enrique Iglesias, the IADB's presi- 
dent, banged a few reluctant heads together 
and it was agreed that the 2596 of the replen- 
ishment earmarked for fast-disbursing 
sectoral loans will be linked, at least for the 
first two years, to co-financing with the 
World Bank. 

Of more interest than these niceties to 
many delegates in Amsterdam was the corri- 
dor chatter about the proposals for third- 
world debt reduction made recently by the 
American treasury secretary, Mr Nicholas 
Brady. Latin American officials were cer 
tainly not over the moon about them; t 
grumbled that more sacrifices were being ae- 


manded from their countries and that it was 


unrealistic to plan on a repatriation of flight 
capital. Nevertheless, there was keen inter- 
est when Mr Michel Camdessus, the Inter- 
national Monetary Fund's managing direc- 
tor, set a precedent by addressing the IADB 
meeting. Would he break new ground in re- 
sponse to the Brady debt plan? He did. 
Although Mr Camdessus rejected any 
proposal that the Fund could supply guaran- 
tees to facilitate debt reduction, it stands 
ready to help out in other ways. It could ease 
the financial squeeze that often accompa- 


nies prolonged loan negotiations. Good 


debtors may now receive IMF loans even if 
there are no final commitments to an overall 
loan programme from banks and other cred- 
itors. All the Fund will require is "a reason- 
able expectation that these will shortly be 
forthcoming". The Fund could also help a 
country replenish its reserves used up-i 
buying back its debt. 

Such proposals require IMF board ap- 
proval, a reminder of the slow pace of multi- 
lateral agencies. Mr Brady will presumably 
have fleshed out his debt plan before he 
presents it to the IMF's interim committee 
on April 3rd. But finance ministers will then 
be risking a lot if they resort to the usual 


trick of asking for more study and a reap- 


praísal in the autumn. 
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Japanese banks and Brady 


TOKYO 


HEY were not there—officially—but a 
group- of quizzical Japanese bankers 
slipped quietly into Washington on March 
16th to fathom what the recent proposals 


announced by the American treasury secre- 


A yen for Bradizawa 


tary, Mr Nicholas Brady, to help debt: 
den countries, really amounted to. Japanese 
bankers are being nudged by the Americans 
to come up with fresh money. The Japanese 
government is being nudged ı to >. encourage 





giving them more favourable tax 
eaks on their loan-loss provisions. 
5 In Tokyo American requests for extend- 
-ing "burden sharing" from defence to debt 
"have not fallen on deaf ears. The banks 
. themselves are keen(ish) to participate—es- 
E pecially if they can convert their debts into 
quity, thereby expanding direct investment 
dn debtor countries. The Ministry of Fi- 
~nance’s international bureau is sympathetic, 
Ithough another part of the ministry, the 
ixmen, is not. 
© The new twist to that old story is that 
the prime minister's office is keen to have a 
-workable proposition in place ready for the 
: world economic summit in Paris in July. The 
-Brady plan's attraction is that it incorpo- 
rates much of the debt-forgiveness thinking 
outlined last year by Japan's then finance 
.minister, Mr Kiichi Miyazawa, who has 
since fallen victim to the Recruit shares-for- 
faveurs scandal. Mr Brady also envisages 
ter roles for the World Bank and the 
MFE-—something the Japanese government: 
has been pushing for, as it will give the Japa- 
nese a greater say in setting debt-manage- 
ment policy. 

















bying the ministry to let them make greater 


provisions for their bad third-world debt, 
and to be able to get a bigger tax break on 
the provisions they can make. From April 


Ist the proportion of their outstanding debt 


that they can write off against reserves is to 
be raised from 10% to 15%. The authorities 
have dropped hints that the figure could be 
raised again above 2096 by next year. But 
the banks' provisions that can be offset 
against their taxable income each vear re- 
mains at a maximum of 196 of their expo- 
sure. 

Japanese banks, though they have re- 
ported record profits, say they are not chari- 
ties and need western-style provisions and 
deductions if they are to 
make fresh money 


market. Too much, and secondary-mar 













the authorities are reluctant’ 

den on to less profitable ma 
firms. Besides, they say, the bank 
dollar-denominated outstanding debt 
been reduced significantly by the a 
tion of the yen. Many in Tokyo's fin: 
circles would like to see an active secor 
market for trading the wadges of third 
debt gathering dust in the vaults of Jap 
banks. American investment bankers droo 
at the commissions that could be earned. 
far the authorities have hesitated, fear 
that the banks could not be trusted t to c 
trol the supply of paper flooding on t 



















prices for some thirda 
debt, already tradi 
more than a 5096 
count, could fall 

_ ther. Nor docs sl 
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books. 
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minister, Mr Noboru Takeshita, needs 


Above all, Japan's embattled prime / l 
{i 


cn in are for pu MANO: TH 


so voters back home do not dump 
his scandal-ridden Liberal Demo- 
cratic party in upper-house elec- 
tions. The poll has been switched — , 
to follow, instead of precede, the “| ii 
Paris meeting. The Miyazawa / j 
plan—renamed, post-Recruit, the [ E 
Japan plan—would be a handy | =: 
electoral feather in Mr 
Takeshita’s tattered cap. Mr 
Tatsuo Murayama, Japan's 
present finance minister, 
will explain the latest pro- 
posals for getting Japanese 977 
t+- ts with $80 billion of 
. anding third-world 
loans on their books—to 
provide still more money 
when he attends the Group 
of Seven meeting of finance 
ministers in Washington on April 2nd. 

= That puts a deadline on the finance 
‘ministry's internal deliberations. Japan's big 
national commercial banks have been lob- 


to win applause at the Paris summit 
re 
i ) 
j" 








| IRRC l 
In an article about investment in South Africa | 
(“Tokyo thrives on disinvestment’, March 4th) we | 
| wrote that the Investor Responsibility Research | 
Centre of Washington, DC, had been set up "in | 
| 
i 
| 
i 
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mid-1987" and that it had "rules" that ask inves- 
tors not to hold the shares of companies involved in. | 
Ii. South Africa. This was wrong (see Letters, page 8). 
ji The mre was set up in 1972, and has no “rules”. Ie | 
Ji merely provides information, without any editorial 
pinion, on varíous investment issues including 
outh Africa that subscribers then use according to 
rown rules or purposes. Sorry. 
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available to debtor countries. 
West German banks have made provisions 
totalling at least 5096 of their third-world 
debt, French banks 4596, British and Cana- 
dian banks 35% and American banks 30%. 
Loan provisions are tax deductible—except 
in America and Japan. 

Banks that can set increases in reserves 
against their taxable incomes are in a stron- 
ger position. Not only are their provisions 
cheaper to provide in the first place, but the 
banks can also sell the debt they have pro- 
vided against at a discount. Also, banks with 
proper reserves receive better credit ratings, 
which reduces their capital-raising costs and 
keeps their share prices buoyant. 

The finance ministry accepts all this, 
but with the wealthy banks being the biggest 
source of corporate tax revenue in Japan, 





" the factored debt against their taxab 

























Japanese banks then write off the loss 


profit. The ministry guardedly admits th: 
the tax breaks the banks wangle through th 
iiri Islands a icm allowances bag 


muc h ieee déc as pM want through 
the Cayman Islands. They are still given 1 
mission on a piecemeal basis, with the mini 
try having so far approved only Brazilia 
and Mexican loans for sale off-shore. _ 
On-shore, Japanese banks may yet-be 
lowed to participate in a secondary mark 
for third-world debr—provided the pac 
ages are small and self-contained. There, 
talk of the banks being allowed to engage i 
limited versions of debt-equity swaps, allov 
ing them to sell debt back to third-wor 
countries ata discount and use the local cu 
rency they receive to invest in that count 
One way or another Mr Takeshita 
determined to take. 2: initiative on th 
Drady plan. But with the Japanese taxpa 
up in arms over the new 396 consum; 
tax that starts to bite from this AM hi 
to move slowly and softly. The last thing 
wants to have is a politically sticky shi 
down with the intransigent taxmen over 
ting the banks wriggle their way out of th 
loans at the taxpayer's expense. Voter: 
not take too much reminding that the ban! 
are big contributors to Liberal Democrat 
politicians’ fund coffers. Hence the contin 
ing interest in those faraway islands- 


Caribbean. 
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INCE che second world war, Japan's 
. AJ compartmentalised financial s system 
i has segregated not only the banking and 


] securities industries, but different kinds of 
] banking. As the system is reorganised by 
] market forces and deregulation, Japan is 


i> evolving a form of universal banking. 

— Its exact shape has still to be agreed 
upon, but it seems likely that various fi- 
© nancial businesses will be brought to- 
= gether into more or less closely knit 


t. groups. That would marry well with a tra- 


| dition of big industrial groups which have 
| dominated the Japanese economy since 
the prewar days of the zaibatsu—and 

'hich have survived since as federations 
held together by small but extensive cross- 
shareholdings and regular meetings be- 
< tween their top executives. 
." The outlines of several new Japanese 

universal banks can already be seen 
among the existing industrial groups. 

hree are heirs to bank-centred prewar 
zaibatsu that the occupying Americans 
never really managed to break up, the 
Mitsubishi, Mitsui and Sumitomo groups. 
Three more, the Fuyo, DKB and Sanwa 
groups, are postwar versions put together 
by the large clients of national commercial 
banks, often piecing together bits of me- 

'" diumesized prewar zaibatsu that were bro- 

- ken up, such as the Yasuda group. A sev- 

-enth is a grouping of regional financial 
|^ institutions led by the Tokai Bank from 
the industrial city of Nagoya. 

- There is also an eighth, which is argu- 
«ably most advanced, that based on Indus- 
^trial Bank of Japan. With its banking, se- 
+ curities and other financial business in 
: America and Europe, it is already a a uni- 


Sanwa group. 


| No.5 city bank 
No.5 trust bank 
_ Small regional bank 


_  Middling regional bank 


` “Middling securities co. S 
Middling securities co. Medium 


‘Meiji Mutual Life t 


l Damon Credit t 


versal bank everywhere but in Japan. 

As the tables for the six big bank- 
centred industrial groups show, giants in 
the making will be financial-services 
groups that go beyond the scope of most 
universal banks as understood in the 
West. These nascent Japanese versions 

will bring together not just commercial 
bens and. securities houses, but trust 
banks, regional banks, insurance compa- 
nies and consumer-finance firms, too. 


They will have an inside track to a wide 


range of non-financial companies in the 
same group. 

These links will provide a head start to 
a ready-made supply of business relation- 
ships, bringing pension-fund mandates 
and mergers and acquisitions advice, for 
example. That will make large areas of Jap- 
anese business even more difficult for ri- 
vals to compete in and give the new uni- 
versal banks tremendous defensive 
strength in what promises to be cut-throat 


competition as the financial system is 


reorganised into the 1990s. 


Mitsubishi group 
Banking 


Mitsubishi Bank Nod city bank 
Mitsubishi Trust. No. 1 trust bank 
Nippon Trust No.7 trast bank 
Hachijuni Bank Leading regional bank 
Shinwa Bank Small regional bank 
lesuranc 


Tokio Marine & Fire _No.? nondife co. 
Nod life insurer 


Nisshin Fire & Marine Middling non-life co. 


Mickting consumer credit co. 


‘escalated din ction asi stenotic cm ccs acca E EATIS 


Nikko Securities No.3 securities CO. — 
Ryoko Securities T Middling securities co. 


No.7 city bank 
No.3 trust bank 


Mitsui Leasing & 
Development 1 


Mitsui Real Estate 


. Development 


Kumamoto Bank — 


Chiba Kogyo Bank 


Dai- Ichi Kangyo ] | 
t Ma ex mutual bank "Weak 


Asahi Mutual Life t 
Taisei Fire & Marine - 
Fukoku Mutual Life t ; 


Tokyo jenes e E 

Orient Finance ——— 

Kangyo Kakumaru 
Securities 


= No.2 consumer credit co. 


No.6 securities co. Strong 


Sumitomo group 


Middling ex-mutual bank 
Small regional bank — 


Sumitomo Marine 
& Fire 
Sumitomo Life t 
Leasing 
Sumisho lease 
SB General Leasing t 


Daiwa Securities 
Meiko Securities t - 


No.2 securities co. 
Middling securities co. 


Sumitomo Realty 
& Development 


- Fuyo group 


Moya as 
.. No. d trust bank. 
Middling regional bank 
 Middling regional bank 
Leading regional bank — — Medium - 
Fuels mai Weak | 


Fuji Bank 
Yasuda Trust ^ 


Shikoku Bank 
Higo Bank 
Higo Family Bank 


Yasuda Fire & Marine: 
Yasuda Mutual Life f 
Nichido Fire & Marine: 
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Why idiots like Grieg 


HE front-runner in this year’s race for 
the Oscars, which will be awarded on 
March 29th, is the MGM/UA film “Rain 
Man”, starring Mr Dustin Hoffman as an 
autistic savant. Mr Hoffman’s character, 
Raymond, can perform apparently miracu- 
lous mental tricks. He can memorise a tele- 
nhane book from A to half-way through G 
night; he can count 246 toothpicks, 
without touching them, seconds after they 
fall to the floor. Yet he is mentally retarded. 
He does not understand how he does the 
tricks or what they mean. For much of the 
time, his behaviour is governed by a logic so 
bizarre as to make Hollywood's worst antics 
look boringly sane by comparison. 

Examples of unexpected brilliance such 
as Raymond's, though usually less pro- 
nounced, crop up in one in ten autistic chil- 
dren (most of them boys) and occasionally 
in brain-damaged people with normal intel- 
ligence. Some, like Mr Leslie Lemke in Wis- 
consin, who has an 1Q of 58, can listen to a 
tune just once and then play it on a piano, 
exactly as he heard it. Still more have math- 
ematical skills. They can play with 20-digit 
numbers in their heads, or tell on which day 
of the week a particular date in the distant 
past or future falls. 

The term "idiot savant" was coined in 
77" by John Langdon Down (a British psy- 

ogist, now better known for the syn- 
drome that causes mongoloidism) to de- 
scribe mentally deficient people with 
unusual talents. Until recently little was 
known about how they managed their feats. 
The Developmental Psychology Project in 
London, run by Dr Neil O'Connor and Dr 
Beate Hermelin, is conducting the first de- 
tailed study of savants. For the past eight 
years, it has examined dozens of cases in 
three main categories: musicians, artists and 
calendrical calculators. Some patterns are 
emerging. 

The project has already debunked one 
myth about savants. They do not have pho- 
tographic memories. If a calendrical calcu- 
lator had a visual image of a calendar in his 
mind, he could leaf through it to find on 
which day of the week Christmas falls in any 
given year. The time it takes him to find the 
answer should either remain constant, or 
vary proportionately with the distance be- 
tween the present and the date in question. 
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If he used rules instead, such as the one that 
says April Ist and July Ist will always fall on 
the same day, or that the calendar repeats 
itself exactly after 28 vears, the pattern of 
response times would be much more compli- 
cated. It is. The savants take much longer to 
work out dates in 2016 than in 1989, but 
Christmas 2017 (a Monday) is a snap. 

Tests on artists and musicians had simi- 
lar results. Musical savants could easily learn 
pieces by Grieg, which follow classical rules, 
but they are stumped by the more avant 
garde works of Bartók, who created a musi- 
cal language that often breaks free from the 
limitations of traditional harmony. Yet sa- 
vants invariably deny any knowledge of the 
rules they so obviously use. Many of the sa- 
vants who can find primes—numbers that 
can only be divided by one and by them- 


- 
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selves—are unable to perform simple addi- 
tion and subtraction to order. 

Although it is now clear that a rule- 
based mechanism is at work in savant syn- 
drome, nobody is sure how the syndrome 
develops. One hypothesis, suggested by Dr 
Mortimer Mishkin and Dr Jocelyne 


Bachevalier of the National Institute of - 


Mental Health in Bethesda, Maryland, is 
that the brain compensates for damage to its 
higher lobes by re-routing information 
through a more rudimentary brain-centre 
closer to the brain-stem. 


Beneath the cerebral cortex, the part of 


the brain involved in reasoning, lie the 





thalamus, amygdala and hippocampus, allof 


which are involved in memory. The thala- 


mus controls a person’s attention span and 


so determines what information is remem- _ 


bered. The amygdala sorts and catalogues 
memories in much the same way a librarian 
would. And the hippocampus seems to 
transfer data to the cortex for long-term 
storage. Damage to any of these four cen- 


tres, or to the connections between them,  . 


can interfere with learning and recall. 
However, the brain also has a simpler 


memory system. The basal ganglia, some- 
times called the reptile brain because it was - 


the first to evolve, is responsible for reflexes 


and habits. Dr Mishkin thinks savants may d 


process much of their sensory data there, - 


where it can be operated on quickly and 


away from the gaze of the conscious mind. 
A slightly different hypothesis was sug- 
gested in 1987 by two neurologists at Har- 
vard University, Dr Albert Galaburda and 
the late Norman Geschwind. They noted 
that the right side of the foetal brain devel- 
ops first, leaving the left side more vulner- 
able to drugs and other hazards before 


birth. One such hazard is the male hore — 


mone, testosterone, which can slow the 


growth of the cortex. If testosterone were to 


ihterfere with the development of the left- 
hand side of the brain, neurons on that side 


would be free to migrate to the already es 


tablished right hemisphere. This hemi- 
sphere would then become relatively over- 


developed. The hypothesis would explain 


both why most autistic savants are male, and | 


why their talents (with the exception of 
lightning calculation) are usually associated 
with the right-hand side of the brain. 

— [t might be possible to determine which 


hypothesis is right with positron-emission - 


tomography brain-scanners, which can 
show which parts of the brain are active 
while mental tasks are being performed. But 
Dr O'Connor worries that it would be un- 
ethical to subject his retarded prodigies to a 
scan when they do not understand what it 
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1 
. is. The practical problem of how to get sa- 
. vants to demonstrate their talents when 
their heads are immobilized in an unfamiliar 
machine would be even more daunting. So 
the syndrome may well remain mysterious 
- enough to intrigue film-makers and audi- 
. ences for a while vet. 
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Object-oriented programming 


Objets trouvés 


b WIN a computer program is like 
writing a story: you create a cast of 
characters and describe their dealings with 
one another. Unfortunately for program- 
- mers, the "characters" of their tales—bank 
accounts, payroll records and so on—do not 
- grab the reader quite like bank robbers and 
. lovers do. Worse, the languages of computer 
| programs are better at describing what goes 

on inside a computer than the plots of the 








world outside. An innovative approach, 
called object-oriented programming, aims to 
change that, and so make programmers 
more productive and creative. 

Object-oriented programming is gain- 
ing momentum. Mr Steve Jobs's NeXT com- 
puter, introduced last autumn, won praise 
for its object-oriented approach. Microsoft, 
a leading supplier of microcomputer pro- 
gramming languages, says that object-ori- 
ented languages are top of its agenda for new 
products. The grandfather of such lan- 
guages is reputed to be a language called 
Simula, created in the late 1960s as a tool for 
creating computer simulations of factories, 
railway systems and the like. Simula's nov- 
elty lay in the idea that it lets programmers 
create and manipulate "objects" in the com- 
puter that correspond more or less directly 
to those in the world. A program to simulate 
a factory would have "machine-tool ob- 
jects” instructed to take "part objects" from 
a "robot object". 

Conventional languages do not encour- 


Where the bee sucks, there suck guides 


| 
| FNDICATOR indicator, or the greater 
honeyguide, deserves its names. The 
Boran people of Kenya, and many others 
| in different parts of Africa, have long 
| claimed that this bird will lead them to 
| bees' nests and the honey within, given 
half a chance. Sceptics have disbelieved 
them; the more sympathetic sug- 
gest that perhaps the birds lead the 
gatherers on the insectivorous 
equivalent of a wild-goose chase un- 
til they happen to encounter some 
bees, at which point the followers 
will find a nest. 

The Boran insist that the bird, 
by its flying, tells them in what di- 
rection the nest lies, how far away it 
is and what sort of nest it is. Two 
ornithologists—one a Boran, the 
other German—have now shown 
| that, as far as one can tell, the 
E Boran are right. The Boran and the 
birds have developed a way to talk 
to each other. 

According to Dr Hussein Isack 
| and Dr Heynz-Ulrich Reyer, it 
|| takes honeyguided Borans an aver- 
age of three hours and twelve min- 
utes to reach a nest. With no birds 
to guide them, they take nearly 
nine hours. This suggests that the 
honeyguides know where they are going. 
| The suggestion is borne out by the fact 
|. that, starting from the same point, the fol- 
| lowers were guided to the same nest by 
|| more or less the same path on five occa- 
| sions. Starting from seven different points 
| around a nest, via diss were re guided to it by a 
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fairly direct route each time. 

The guiding starts when the followers 
attract a honeybird, which they do by 
whistling with the help of sculpted snail 
shells or palm nuts. When a bird arrives, it 
will fly around them, singing a double- 
noted trill—its “follow me" call. It will 


Making a bird-line for bees 


then disappear for a minute or so, return- 
ing to perch somewhere conspicuous. The 
followers walk to the perch, drumming on 
dead wood and shouting encouragement. 
Then the bird flies off again. 

According to the Boran, if the bird 
flies below the treetops, that means it 





age such orderliness. They distinguish pri- 
marily between data, or facts about the 
world, and procedures that can change 
those facts. By combining data and proce- 
dures, a programmer can simulate robots 
and so on just as in an object-oriented lan- 
guage. But conventional languages provide 
little help in keeping track of just how data 
and procedures work together. This means 
that the programmer often needs to know in 
detail how his simulated robot works in or- 
der to use it. Such details can bog the pro- 
grammer down in complexity. 

Three techniques help object-oriented 
languages shield the programmer from com- 
plexity. First, and perhaps most important, 
each object created by the programmer 
keeps track of what it can and cannot sensi- 
bly do. A bank-account object will not ac- 
cept a date as a deposit. A conventional lan- 
guage, by contrast, might well let slip such 
an error because both dates and bank 
posits are represented as numbers. 
number looks like any other in the lan- 


wants them to go to a nest near the 
ground, not up in a crevice or tree. The 
ornithologists found no evidence to prove 
this, but they showed that most of the rest 
of what the Boran believe is true. As the 
expedition continues, the honeyguide 
stops more often. It also starts to chose 
lower perches. From this the Boran de- 
duce that the end is in sight. 
When the nest is reached, the 
honeyguide flies around, singing a 
slower, softer "here-we-are" call for 
a bit, then keeps quiet and ignores 
the gatherers’ shouts. If the gather- 
ers fail to find the bees, the bird 
may lose interest and fly away; or it 
may start the "follow me” call again 
and lead them on to another nest. 
It is possible that the birds remen 
ber the features of many nests. Hk 
den nearby, the ornithologists ob- 
served them arriving at nests and 
look around for a minute or so— 
perhaps casing the joint. 

When the gatherers find a nest 
and break into it, the honeyguides 
get their just deserts—in the form 
of wax and larvae. According to the 
ornithologists, the birds could get 
at only some one in 20 nests with- 
out help from people. The fact that 
the gatherers use smoky fire while 
breaking in also saves the birds 
from getting stung too much. 

It would be wrong to think that every- 
thing the birds do is with an eye to com- 
munication. Lower perching, for example, 
may simply mean that the bird is becom- 
ing less fearful, not that the nest is nearer. 
But the Boran get the message, whatever 
the bird's intention. 
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guage—if not to the bank customer. 

Second, each object keeps track of how 
it does the things it can do. A programmer 
can use a bank-account object without wor- 
rying about how it stores its balance or how 
it answers his queries. That is not true if he 
is working directly with the number in 
which the balance is stored, as would often 
be the case in a conventional language. 
Numbers can be stored in a variety of for- 
mats within a computer. In a conventional 
language, the programmer must remember 
the format in order to understand the num- 
ber; in an object-oriented language the 
bank-account object handles that detail. 

Third, object-oriented languages use hi- 
erarchies of objects to help the programmer 
keep his program consistently organised. At 
the top of a banking program’s object hi- 
erarchy, for example, might be a generalised 
bank account which knows how to deposit, 
withdraw and answer balance inquiries. 
Each of its descendants will inherit these ca- 
pabilities. Any modifications made to them 
will be inherited consistently by all. But each 
descendant can also add its own, unique ca- 
pabilities—for example to calculate interest 
for a deposit account. 

In addition to making it easier to create 
new programs, the object-oriented approach 
should also make it easier to re-use old ones. 
Because objects are relatively self-contained 
it should be fairly easy to create standardised 
“software components” and plug them into 
whichever programs are needed. 

Although object-oriented ideas have 
been incorporated into a variety of program- 
ming languages, by far the most popular to- 
day are Smalltalk and C++. Their relative 
merits are hotly debated by programmers, 
but the consensus seems to be that Smalltalk 
is easiest to use while C++ is more flexible 
and efficient. The demand for both seems to 
be booming. Ms Adele Goldberg, who 
helped to create Smalltalk in the late 1970s 
at Xerox, is now selling à version of the lan- 
guage through her own company, ParcPlace 
Systems. The creator of C++, Dr Bjarne 
Stroustrup of AT&T Bell Laboratories, says, 
with rueful pride, that shepherding his cre- 
ation into the marketplace has cut deep into 
his time for research. 

In addition to languages, object-ori- 
ented ideas can also be applied to a variety 
of other parts of the computer world. Brown 
University’s Dr Peter Wegner suggests. ap- 
plying object-oriented ideas to artificial 
intelligence to create objects that can decide 
for themselves when it would be best for 
them to act. Another idea is to use the ap- 
proach for high-powered computers that 
can apply several microprocessor brains to 
the same problem. And others are working 
on desktop machines in which it will be 
"much easier than today to get, say, a word- 
processor object to co-operate with a 
spreadsheet object. Possibilities abound. 
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Sonic displays 


Noises off 


SILENT car would be as awkward as it 

was comfortable. Drivers need an en- 
gine's clunking and humming to tell them 
how their vehicle is responding. Noise—or 
rather, particular components of a noise 
convey information about machinery and 
its environment that would be much harder 
to interpret if displayed visually on dials and 
screens. Research at the Georgia Institute of 
Technology in Atlanta suggests that it 
should be possible to design sounds that 
will, among other things, help fighter pilots 
hear their enemies with the help of an audi- 
tory map produced by computer. 

As easy as a C-major scale? Not exactly. 
The brain works out where a sound is com- 
ing from by considering four complex kinds 
of information. Mimicking these artificially 
and designing the best way to convey mes- 
sages with sound is tricky. 

The brain measures in which ear the 
noise seems loudest: that tells it whether the 
sound is coming from straight ahead or to 
one side. It then listens to see which ear 
hears the sound first—the delay, in relation 
to the sound's frequency, usually gives a 
good idea of where it is coming from. Then 
there is the comical growth on the sides of 
people's heads, known as the pinna. Its job 
is to distort the sound passing over it. How it 
distorts the sound is unimportant, which is 
why it does not matter that everyone's ears 
are shaped differently. Because of the pin- 
nà's peculiar surface, this distortion 





changes, depending on the head's orienta- 
tion to a sound. (People and animals gradu- 
ally learn to relate this effect to a sound's 
position as they grow up.) And turning 
one's head on its side also helps to locate a 
sound by performing these three tests on a 


Fie 





Street sounds for sore eyes 





vertical—instead of horizontal—plane. 

In 1985 Dr Folds and his colleagues 
managed to reproduce such effects artifi- 
cially. They varied the volume and timing of 
sounds coming from a battery of loudspeak- 
ers which faced a microphone that was 
placed inside an artificial pinna. The micro- 
phone relayed the sound from the speakers 
to a listener in another room, who managed 
to tell where the sound was coming from. 

Several teams are trying to reproduce 
this work in a less cumbersome manner. For 
example, a computer can be used to control 
the volume, timing and distortion of a 
sound amplified in each earphone of a pair 
of headphones to create the illusion of 
sounds originating in different places. 

Dr Folds tries to answer three other 
questions: Which sounds can people hear 
best? How many can they hear clearly? And 
how much information can they get from 
each one? He asked his subjects to ider 
changes in the sounds produced (in di 
ent octaves) by four artificial musical 
intruments while the subjects performed a 
visual task (keeping a small circle within a 
changing area on a screen). He found that 
listening does not make the visual task 
harder. But it does get harder if the sounds 
are represented visually on a screen. 

He has also tried replacing the musical 
sounds with four "messy" ones: a motor 
running, a fan, water and compressed air. 
Dr Folds reckons that people can cope with 
up to eight different sounds at once without 
being distracted from complex tasks. Al- 
though it is easier to identify changes in mu- 
sical sounds than in messy ones, the in- 
formation that musical changes might 
convey (about an enemy fighter, or a remote 
vehicle for instance) is harder to interpret, 
because a new set of associations-has to be 
learnt. Musical ability might yet become a 
prerequisite for successful dog-fighting. 
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= The spirit of fair play, free com- 
petition and international co- 


| ing us what we are a. 
S$1 5 billion enterprise wi 
over 80 offices spanning the globe. - 
We work in partnership with such 
irms as AT&T, Siemens, Hitachi, 
elena Rubinstein and Caltex. — 
lieve close cooperation 
breeds mutual success. 
If you'd like to join our team, 
you know where to find us. On 
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' 11569 a Flemish cartographer called Ks 
mer (Latinised as “Mercator” ) risked pa- 
pal displeasure to produce a new map of the 
world. In 1989 a German cartographer, Pro- 
Arno Peters, has won papal plaudits 
same thing. Alas for Mercator, 
"found Arn fondness for 
phy may mark the end of his own 
tion's 400-year ascendancy. 
^ Mr Peters's atlas, published this week, 
has been 20 years in the making. The world 
map on which it is based, first published in 
1973, was an attempt to solve the ancient 
conundrum of how best to represent a 
three-dimensional globe on a two-dimen- 
sional surface. Mercator's answer was to 
treat the world as a cylinder (north up, 
south down) to make life easy for navigators. 
The poles were expanded to the same cir- 
cumference as the equator, magnifying tem- 
perate land masses at the expense of tropical 
ones. Being European, Mercator placed Eu- 
rope in the centre of his world picture. And 
since the southern hemisphere was some- 
thing of an irrelevance in 1569, he relegated 
it to the bottom third of the map. | 
The trouble, as Mr Peters sees it, is that 
M / Mercator’ s map. did not carry a public 
th warning: over the years, people came 

























: Peters Atlas of the Word 





n, some might say 





world turned upside down 


HE — ATLAS OF THE WORLD; Longman; 230 pages; £29. 99 


to think TN the world really was propor- 
tioned as he had drawn it. To a Marxist in 


post-Nazi Germany, such a view carried un- 


settling implications of Euro-superiority. 
Having already tackled Eurocentrism in his- 
tory (in his massive “Synoptic History of the 
World", described by Der Spiegel at the 
time as “a scandal"), Mr Peters set out in 
1969 to rehabilitate geography by redrawing 
the earth in “equal-area’”’. 

Whatever he has done to the globe, he 
has divided its inhabitants neatly in two: His 
oddly bottom-heavy, etiolated world picture 
(one in which the third world is visually 
prominent) i is dismissed by rivals as at worst 
a piece of cartographic plagiarism, at best a 


distortion more inelegant than Mercator's. © 


According to one critic, it looks as though 
Mr Peters hung the continents from the 
Arctic Circle while they were still wet. By 
contrast, international aid organisations— 
especially UNICEF—have embraced the Pe- 
ters map as the only true representation of 
the world, and. have championed its cause 
by distributing 60m copies. 

‘To the man in the Clapham bookshop, 
Mr Peters’s abstruse mathematical claims 
may be less interesting than his philosophy. 
Generations of Europeans, he believes, have 


' Longman’s atlas because, like any. 


> mean something deki in  Thailari 






had their political thinking al 
solipsistic pictorial world view; hi 
a correction. But is his belief borne 
reality, and is his correction right? In 
ters Projection, Chad and Nigeria bo 
their proper areas, but are shown. | 
long north-south as they really z 
tor distorted to help sailors; M 
have other motives. ^ 
The shock of this new i mag 
world is diluted in the 












































shows the globe in its constituer 
rather than all at once. A slice of the 
States from Mr Peters is not of itself u 
slice from anyone else, excépt (this 
great strength) that all pages are of eq 
scale and representation. They are a 
beautifully drawn. B 

It is in the book's second n 
the reader begins to see what this atlas 
about. Here are de thematic world: | 


e for e is Camel. "pr 
tion”, and is presumably intended to 
its prevalence in poorer nations. V 
does not do is acknowledge prostitut 
an urban, rather chan a national, 


what it means in West Germany. 
ded "The Stat page of o Me 


E Eu availablicy i abortion 
latter under the subtitle "Rights Over” 
Own Bodies”). At this point the rea 
gins to be reminded that Mr Peter 
toral thesis was not in cartograph b 
film as propaganda. His view of th 
might be seen as either too naive, or 
knowing; what is certain is that he ap 
to view western liberalism as a mora 
lute, a perspective at least as s Eur CE: 
Mercator's. | | 
















American banking 


Good little fell 


BREAKING THE BANK: THE DECLINEO 
OF AMERICA. By Gary Hector. Little Brot 
363 bages; $18.95 i 


YTARTED in 1904 in San Frar 
“the bank for the little fellow’ 
America’ s history has the simple 
of a morality play. Its founder, th 
occasionally sharp and always 3 
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eo Peter Giannini, would sit in front 
of the counter at the bank's first office, gos- 
siping with his customers. By 1945 this 
small-town strategy—followed in branches 
across California—had made Bank of 
America the world's biggest bank, ahead 
even of the Rockefellers' Chase Manhattan. 

A generation later Bank of America had 
become embarrassed by its roots. lt too 
wanted to be a big, brash lender to compa- 
nies rather than people. Its executives—led 
by its abrasive president from 1970 to 1981, 
Mr A.W. "Tom" Clausen—shied away 
from the individual customers who still pro- 
vided the bulk of the profits. Instead, they 
became corporate men, jealously competing 
for the most inaccessible corner offices. 

Mr Clausen's main strategy for the bank 
was simply that each quarter's profits should 
beat the previous quarter's. Such blinkered 
ambitions almost wrecked it. The bank 
loaded up its balance sheet with loans to 
Latin America, and cut back on much- 
needed investment in its retail-banking busi- 
ness. Worse still, it started to make big—and 
wrong—bets on the way interest rates would 
go. At the end of Mr Clausen's reign, the 
bank was funding around $8 billion of fixed- 
rate mortgages at 996 with floating-rate 
money that cost as much as 1596. 

In 1981 Mr Clausen left to run the 
World Bank. His successor was Mr Samuel 
H. Armacost, who, like Mr Clausen, made 
his name in international lending. It is Mr 
Armacost's five years in charge of the bank 
that make up the bulk of Mr Hector's thor- 
ough and highly readable book. 

What Bank of America needed when 
Mr Armacost took over was reorganising 
and refocusing. What it got was platitudi- 
nous management. Mr Armacost kept on is- 
suing upbeat forecasts and making bold stra- 
tegic moves. First, he bought a discount 
stockbroker—making the bank one of the 
first to try to edge round the Glass-Steagall 
act, which bars banks from both lending 
and underwriting securities. Then he 
bought a large but near-bankrupt bank in 
Washington state to make Bank of America 
dominant on the West Coast. Meanwhile, 
his domain was tottering. Between 1981 and 
1984 Bank of America's losses jumped from 
$345m to over $1 billion. 

Mr Armacost's failure—and the lesson 
for management from this book—was his re- 
fusal to sort out the problems before they 
threatened the bank. He would not take de- 
cisions, preferring to manage by consensus. 
A big bank cannot be run that way. Mr 
Armacost's biggest shortcoming was his re- 
fusal to increase loan-loss reserves until he 
was forced to, preferring instead to sell prof- 
itable subsidiaries to keep on paying the div- 
idend. Worse still, the Bank of America 
board, with the honorable exception of Mr 
Robert McNamara, the former defence sec- 
retary and president of the World Bank, let 
him do so. In Mr Armacost's last two years 


114 





the bank lost almost $2 billion and had be- 


come the object of takeover bids. 

In 1986 the aging board finally stirred 
itself and forced Mr Armacost to resign. 
Amazingly, it then brought back Mr Clau- 
sen to head the bank. Despite having to 
make provisions against its $10 billion of 
Latin American loans, Mr Clausen has pre- 
sided over quite a comeback: last year the 
bank made $726m in net income. What 
saved it was the loyalty of its small deposi- 
tors and borrowers. While property compa- 
nies defaulted and large depositors with- 
drew their money, the people for whom 
Giannini had designed his bank continued 
to borrow and save with Bank of America. 





The Boat Race 


Mutiny on the Isis 


TRUE BLUE: THE Oxronp BoaT RACE Mu. 
TINY. By Daniel Topolski with Patrick Rob- 
inson. Doubleday; 320 pages; £12.95 


IEL TOPOLSKI may call his book 

“True Blue", but like all the best west- 

erns it is a moral fable, shot in severest black 

and white. Mr Topolski is a former Oxford 

Blue and Olympic oarsman, with an unri- 

valled record as Oxford's chief coach. Be- 

tween 1976 and 1985 the university won ten 

races on the trot, only two fewer victories 
than in the previous 60 years. 

Mr Topolski believes the Boat Race is 
like no other rowing event, an endurance 
test in conditions that demand the utmost 
physical effort, and then more. But he also 
sees the race as trailing clouds of glory from 
afar (1829, to be exact), a grandly traditional 
event demanding equally traditional virtues: 
self-discipline, team loyalty and total com- 
mitment. These were precisely the virtues he 
found lacking in the five American interna- 
tionals who, in 1987, staged a mutiny. 

The author is at some pains to express 
his respect and affection for the Americans 
he had coached before. He has a particularly 
soft spot for Al Shealy, who not only 
stroked the 1977 boat but on one occasion 
flashed his naked backside all the way up the 


motorway from London to Henley. His 


driver was the Oxford cox, now minister of 
sport and scourge of soccer hooligans, Colin 
Moynihan. 

Then came a new breed of American. In 
Mr Topolski's book the five were too confi- 
dent of their own skill to accept his training 
schedule, too conscious of their interna- 
tional status to understand the Boat Race 
mystique. He tried, vainly, to accommodate 
them. They replied with an ultimatum. Ei- 
ther one of their number, Christopher 
Clark, rowed in the boat in his normal 
strokeside position—which would mean 
dropping the Oxford president, Donald 
Macdonald—or they would not race. 

The Americans, then and now, have 
said that this was simply a matter of selecting 
the best man. Mr Topolski saw it as a 
threadbare pretext, designed to disguise 
what was nothing less than a takeover bid 
for the University Boat Club. So college rose 
against college, and Benedictine against Je- 
suit. There were conspiracies in the ( 
bar, covert meetings in dim north Ox._._ 
pubs, telephone calls to old Blues and barris- 
ters, and discussions of confrontation strat- 
egy with the Parachute Regiment. 

When the Americans withdrew (a few 
short weeks before the race), Mr Topolski 
was left with a scratch crew which the whole 
fracas had split down the middle. His ac- 
count of how he welded them together and 
how, at the last moment and against all the 
odds (the bookmakers were giving Cam- 
bridge 6-to-1 on), he drove them to victory is 
a minor masterpiece of suspense. 

It may not be quite the whole story, 
even so. For why, in so clear a confrontation 
with villainy, did so many Oxford oarsmen 
(including several of Mr Topolski's crew, 
even some of the coaches) back the muti- 
neers? And why, after the triumph of the 
good old cause, did the University Boat 
Club change its constitution, throw out its 
loyalist president, and, supreme insul 
place him with one of the Americans? E 
thing goes to show that 1987 was a famous 
victory, but a Pyrrhic one, the swansong of 
the traditional Oxford rowing establish- 
ment. It is a pity, no doubt, that there had to 
be so much ill-will (they order things differ- 
ently on the Cam); but it has provoked a 


notably artful and exciting book. 
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amy's tale 


p EAKING THE CunrEW. By Emma Duncan. 
V ichael Joseph; 313 pages; £14.95 
Y: THE 41 brief years of Pakistan, 24 


Je been spent under martial law or 
a state of emergency. One of its rare 
mocratically elected prime ministers was 
nged. Its original territory—itself a geo- 
aphical nonsense—has been drastically 
uncated. As the author remarks, Paki- 
stan—like Israel—was born of an idea, and 
erefore should have an ideal. But too 
many Pakistanis seem disappointed. The 
army blames the politicians, the politicians 
blame the army. And yet, intentionally or 
not, the army is the hero of this story.. 
| Emma Duncan was formerly The Econ- 
$ South Asia correspondent, covering 
g other events the Iran-lraq and Af- 
ghan wars. She offers an informative and 
colourful account of Pakistan's business- 
men, landlords, tribal chiefs, politicians, re- 
ligious leaders, civil servants and soldiers, 



























obtained mostly by interviews with them. 


The book is d on the economy (includ- 
ing its massive corruption), but curiously 
brief on the country's relations with its 
neighbours. Nor is there much on the do- 
mestic repercussions of the Afghan war, al- 
though Miss Duncan notes that the mili- 
tary' s control over the shipments of arms to 
the Afghan rebels has made the army's Na- 
tional Logistics Cell the biggest freight- 





Piano-playing's grand old men | 
Hair, hands, cigar 


SOME ways, piano virtuosi are not 
A what they were. In the nineteenth cen- 
tury the charismatic Franz Liszt inspired 
such devotion that a female admirer was 
supposed to have worn one of his cigar butts 
as a piece of jewellery. Today, such manic 
displays belong only to the world of rock. 
Yet modern giants of the keyboard still 
arouse a flutter of excitement, as evinced by 
the anticipation currently - surrounding a 
rare visit to London by a Russian master, 
Sviatoslav Richter. His concerts are attract- 
ingthe kind of attention usually reserved for 


















i $tours are PN Mau but 
because his interpretations are highly indi- 
vidual, compelling and served by a magiste- 
rial technique. By contrast, the rising crop 













transport outfit 
it to expand operations into the private sec- 
tor. This is all of a piece with her assessment 
of the army's enduring role: 
When things started getting nasty, the soldiers 
were called in to sort out the mess made by the 
politicians. Not surprisingly, the view grew 
among the soldiers that if some higher-quality 


person or institution were in power, the messes 


might not happen in the first place. From there, 
it is a short step to martial law. 


The author does not seem to admire Zulf- 
ikar Ali Bhutto ("his ruthless treatment of 


the opposition was reminiscent of the Mo- 


gul emperors") and is unfashionably cool 
about his daughter Benazir. Interviewing 


General Zia ul Haq shortly before his sud- 


den death, she was impressed ("he showed 
none of the insecure man's desire to over- 
awe"). At lunch she felt emboldened to ask 
him how he had survived so long and why 
Bhutto had been executed—two questions 
which might have cost a male correspon- 
dent the rest of his meal. She received a 


courteous reply. But on other occasions she. 


was propositioned by people she was inter- 
viewing on cold political topics; and in gen- 
eral she found the juxtaposition of protec- 
tiveness and rapaciousness shocking. 

As for the Islamisation policy which re- 
inforces that state of affairs, Miss Duncan 
concludes that it has not been a great suc- 
cess. Islamic observance, it seems, works 
best when combined with military rule: not 
only a "natural" form of social control for 
Pakistan, but also as good a solution as any 
for its chronic insecurities. 


Ian McDougall 





than with’ attaining technical mastery. It 
would. be a brave young player who essayed 
an interpretation that did not flaunt his vir- 
tuóso capacities, or who let himself become 
so absorbed í in the purely musical aspect of a 

iece that he might, horror of horrors, make 
a tech nical mistake. 

It was not always thus. Aiou Liszt 
and his fellow keyboard luminaries were re- 
nowned for startling technical displays, the 
effect of their performances was due at least 
as much to the poetic aura they created. A 
nineteenth-century performer was expected 
to transport his audience both by his play- 





ing and by his allure, The great Paderewski 


quite naturally recommended that a young 
man should become a soloist because he had 
not only talent but “such beautiful hair”. 
With the spirit of romance so prevalent, 
the occasional technical slip hardly 
mattered. Indeed, a fine carelessness became 
the norm. Ac its best, this attitude stressed 
the personal, emotional character of music, 


ie the country, and has led 


binstein recalled how, when he was a a young 


regularly 









































creating the climate for the appreciation « 
artists such as Alfred Cortot and Ar 
Schnabel. From the turn of the century t 
were famous for very different kinds of i inte 
pretation, Cortot for his magically evocativ 
Chopin, Schnabel for his austerely beautiful 
Beethoven. But they were famous too for 
wrong notes, Cortot because he was too 
busy with a many-sided career to practise 
much, Schnabel because technical polish. 
was less important than fully entering the 
mental world of the composers he loved. 
Early on, Schnabel's teacher, a disciple of 
Liszt, had told him, "You will never bea pia- 
níst. You : are a musician.’ : 

In lesser beings, however, such indul 
gence encouraged charlatanism. Artur Ri- 


virtuoso with beautiful hair, pursuing dou 
ceur de vivre off-stage, he Would regular 
miss three notes in ten. Only after he v 
past 40 and settled down did he begin to à 
ply himself, becoming in due course 
indisputed grand master even by the rig 
ous technical standards of the modern age. 
Like Mr Richter and Rubinstein, 
greatest modern masters combine indiv 
uality with impeccable technique. Most af 
cionados would agree that Mr Richter 
is an Italian, Arturo Benedetti Michelan: 
His concert appearances are even rarer 
the Russian's and marked as well by.u 
pected attacks of temperament, but his pl 
ing has a tonal lustre that makes him : 
valled in the music of Debussy. Mr Mi 
angeli's compatriot and sometime stude 
Maurizio Pollini, is a restless experimen 
he is the only pianist of the first rank wh 
features difficult contemporar 
composers such as Schoenberg and Boule 
Arguably the leading Beethoven player 
Alfred Brendel, who in 1982-83—in a Len 































































astonishing both for. | 
ance— played the Cyc 
sonatas in 11 cities. © 
Perhaps the purest th 
teenth-century superstar tradition, how- 
ever, is Vladimir Horowitz, who for many 
years has emerged once a. ‘decade to dazzle 
concert-goers with his technique. Even 
while granting his virtues in the Russian and 
romantic repertoires and his exquisite pia- 
os, some have found it hard to forgive 
this unashamed delight in virtuoso 
owstoppers, such as his arrangement of 

: ‘and Stripes Forever". He is, a 
e said severely, "out to wow the 
public, and wow it he does". Surely a good 
; pianist should do nothing less? pu 





"IME was when a respectable person, 
A wanting the latest in the doings of movie 
stars, criminals or Things from outer space, 
had to content himself with a furtive glance 
at the tabloids while waiting in the checkout 
line in the local supermarket. Those days are 
Ü long past. m voyeurs can now keep up 
_ with the rich, famous and bizarre in the pri- 
= vacy of their own homes with sensation- 
 mongering television programmes. “Inside 
b Edition”, "A Current Affair" and 
- "Geraldo", hosted by Geraldo Rivera, are 
all well established; more are on the way. 
Since 1980, 12 of America's top 20 syndi- 
cated shows have fallen into the category 
unblushingly called "exploitation". 

CA successful piece of keyhole-television 
earn as much as T a year, and is 
ap to produce (as little as $25,000 for 
f an hour). The format varies. Some are 
free-for-all talk shows in which a moderator, 
such as Morton Downey, will explore a topic 
abrasively with a panel of guests, an offen- 
sive cigarette and a baying audience. Others 
are "documentaries", a predictable mixture 
of sex and violence laced with 
“dramatisations”. In every case, little is left 
to the imagination. 

... "Geraldo" is by far the most notorious 
of these programmes. Last autumn Mr Ri- 
vera brought "trash TV” to general atten- 
tion and disrepute when he was struck by a 
chair during an unscripted, but predictable, 
on-screen mêlée between racists and civil- 
rights workers, and had his nose broken. Re- 
ferring to Mr Rivera's fascination with Ken- 
nedy-assassination theories, Johnny Carson 
quipped afterwards that Mr Rivera was. 
ooking into the possibility of a “Second 
Chair Theory” concerning his assault, 

In programmes: such as these, sensa- 
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Quality stuff, guv 


| 

| TQ RITAIN'S independent broadcast- 
| AJ ers have just launched a strange ad- 
| vertising campaign. They are trying to 
| persuade the public that watches them 
| also to think well of them. rrv has been 
| arguing that the government, which has 
| been proposing to auction off rrv fran- 
chises to the highest bidder, should put 
programme quality before profits; and 


may be listening, ITV is swiftly spending 
£2.5m ($4.3) to convince both the gov- 
ernment and the public that quality is 
what it is all about. 

In the past, "negative channel image" 
was a problem ITV could live with. If most 
people associated the channel with quiz 
shows, soap operas and police thrillers, 
those were also the sort of programmes 
most people liked. Even the common 
association of "offensive material” with 


| 
| 
| now that the Home Office has hinted it 
| 
| 


tional subjects are presented as ordinary 
news. Mr Rivera aims for the journalistic 
coup; his live unsealing of Al Capone's se- 
cret vault in 1986 (it was empty) had the 
highest-ever ratings for a syndicated televi- 
sion programme, and does much to explain 
why programme-makers remain infatuated 
with the form. When sensation masquer- 
ades as documentary, everybody stays 


happy: especially the audience, which can 
indulge its prurience, or feed its paranoia, in 
a respectable fashion. This trend has been 
encouraged by the big three networks too, 













TV was not t. altogether unwanted; to E 
many, sex and violence are a powerful in- | 
centive to switch on the set. Even, be it. |f 
hastily added, if the channel is only | 
thought to be more offensive. trv claims- 
that the problem is strictly one of image. | 

It may be right. rv administrators are | 
still smarting over research carried out a 
few years ago in which 39% of the public — 
thought “Brideshead Revisited” was a 
BBC production. Brand- loyalty among 
viewers is not. apparent; J. Walter | 
Thompson, the firm handling the cam- | 
paign, admits that even those who watch 
ITV do not always think well of it. And 
the battle is not made easier by the fact 
that those who most need convincing, 
Tory MPs, cannot be counted as trv 
watchers. Of course, Thames Television 
has just won the BAFTA best-documen- 
tary award, a fair indicator of quality an^ 
high seriousness: but for "Death on th 
Rock", which made the government | 
cross. | ! 





which are steadily diluting their hard-news 
content in favour of news-as-entertainment. 
A death-row interview with Ted Bundy, a 
mass-murderer recently executed in Florida, 
was given wide coverage on all three net- 
works, although none gave it quite the play 
that "Inside Edition” did. 

Advertisers on these shows are not alto- 
gether comfortable. General Electric, which 
owns NBC, the original host of "Oeraldo", is 
one of several firms that want none of their 
products advertised in such company. The 
shows’ makers are unabashed. Although 

"Inside Edition” and “A Current. Affair" 
are already locked in a battle for dominance 
in a tight market, Paramount is introducing 
yet another, ' "Tabloid" this autumn. View- 
ers, says Paramount, are “hungry for ex-!^ 
tation”. Gerald Stone, producer of “A: 
rent Affair", maintains that sex, crime and 
illness are the chief obsessions of Americans 
outside the pointy-headed east coast: and if 
they want them, they should get them. 

Indeed, the process has now come full - 
circle. "Trash Tv’’ has itself become a sub- 
ject for the supermarket tabloids. A recent 
headline advertised Mr Rivera’s next jour- 
nalistic coup; raising someone from the 
dead, live. (Something to do with the Sec- 
ond Coming Theory, no doubt.) And 
should the screen ever pall, the next wave 
has already arrived: exploitation by tele- 
phone. Àn enterprising New Yorker has set 
up a confession hotline in which, by dialling 
a special number, the local Raskolnikov can. 
anonymously unburden himself into a tape 


recorder while, by dialling another, Ma- 


dame Defarge down the street can hear what 
he had to say. The owner plans to extend his 


hotline. across the nation soon. : Sty: tuned: . 








. This is where top financial 
_ executives retreat. To advance. 












.. Pive days of intensive exposure to new ideas, 
-nnovative techniques and new trends i in: 


"Management of Financial 


Financial 
Services: Strategy Management 
and Implementation Sept. 17-22 
Apr. 23-28 


For a brochure, call (212) 854-3395, ext. 994, or write: 


Columbia Executive Programs 


324 Uris Hall, Columbia University 
















Dept. A94, New York, NY 10027 
Telex: 271207 EXEC PROG UR FAX 212-316-1473 


Columhis University is an affirmative action/equat opportunity institution. 





An MBA with a unique 
perspective on Europe. 


If you're taking a Master's in international business, why not take it in the 
heart of Europe?. 

We offer an intensive, twelve-month, full-time programme, in Engish, 
to graduates 

Our faculty is drawn from ten different countries. 

And our location in the centre of Paris helps attract participants from 


with at least three years’ professional expérience. 


all over the world. 

The me iting pot that results will give you anew vision of Europe as a 
singie entity. 

Just the perspective, in fact, that employers are crying out for. 


For further information contact: 


. , EMIB ADMISSIONS OFFICE, 
"BAP ÉCOLE EUROPÉENNE DES AFFAIRES 
5o. OB BOULEVARD MALESHERBES. 
— "T5017 PARIS 
(so TEL: 4754 65.00 (EXT 6796) 
c... TELEX EAPFRAN 640611 - TELEFAX: 42.67.46.19 





T MARCH 25 1989 











The International University of Japan, 
in cooperation with The Amos Tuck School 

at Dartmouth College, seeks applicants 

for a new MBA Program. The School's second 
class will enter in September, 1989 



















This innovative, two-year program - 

prepares managers to meet the challenges. 

of a changing global economy. It is 

| taught entirely in English at IUJ's modern 
. . campus just 90 minutes from downtown Tokyo. 
















Ajoint T s. and japanese Scot presen 


mo deled on the highly respected TuckS 
| program. Dr. James Brian Quinn 
the William and Josephine Buchanan 
Professor of Management at Tuck, 
serves as the academic dean for this program 


IUJ’s MBA Program offers; ‘unique 
placement opportunities with Japanes j 
and multinational corporations. : 


- Formore e information please write or call 


International Univer | 











| "fhese nine- month programmes , (August 1989 - - 
: May 1990) include intensive courses in ainail lw — 
. andeconomics, including lawand economics related to z | 
| European Communities, and also French and English | 
language courses. | 
















. The courses are aed to prepare post ! -graduate Docs 
< law economics and political sciences for p ositions lg 

.. corporations and national and international — 

"| administrations. Some programmes à are re specifically 

- towards Europe - 1992. | 




















‘Lecturers of Amsterdam University, jrntibent off ial 
and leading EC experts form the teaching staff, ^ 
-. Medium of instruction: English. 

Admission fee Dfl. 10.000,- (approx. S3: 300), 
d lodging not included. 














1 l : For fitter information: ASEDIR, 2 
= Oudezijds Achterburgwal 234, 1012 DL rT 
The Netherlands. 






"The communications - 
| strategist 
| comes of: age. 











i K miemehip a and gain vvalusblé ie 
i . Scholarships available. 


For information, write c or call: 





Dirécior, I Master ol Soiente " 
in Japanese Business Studies 
3140 Waialae Avenue ^ 
Honolulu, Hawaii. 96816 USA 
ai (808) 785-4744. UNE e 





Telecom Paris and a number of European corporations lave: 
founded the THESEUS Institute. = 


Its MBA in COMMUNICATIONS STRATEGY is been de- 
signed in cooperation with Yepresentatives from INSEAD, MIT 
and the Politecnico di Milano. 


If you're keenly aware of the growing advances. in ee 
you recognise how radically they are changi 
economic, social and political structures. If. you're 
who thrives on challenge, success for the future is in you 
THESEUS is designed for a new force in vou em 








communications strategist. g 
THE THESEUS MBA IN 
COMMUNICATIONS STRATEGY 





@ First program: Fall 1989. 

@ Program duration: one year. —— | 
Q Student profile: decision makers with iiet to seven years a6 
professional experience and advanced university degrees. 

@ Languages of instruction: English and French. 

@ Faculty: consultants, industry experts, ‘an international body 
of professors. 
@ Admission: Selection based ‘on ‘application submitted, an 
interview and GMAT and TOEFL test results. ^ 


THESEUS — Rue Albert Einstein — 06560 Valbonne — iE Sophia 
d v. France. Tek (33) 92. 94. 51. E = Fax: baa 
4 6 

























 MILLEGIMES - BULNES - ROBAGLIA 


University of California, 


aiio i 


June £16, 1989, Berkeley 


13th Annual 


July 23- 28, 1989, Berkeley 





áth Session 
Competitive Marketing Strategies 
for High-Tech Products 
July 30-August 4, 1989, Napa Valley, California 
5th Annual 
idoli Financial Management 
and Strategy "Ot: 





July 30-August 4, 1989, Napa Valley, California: 


/— Áth Annual 
Competitive Marketing Strategies 
for Services. 

< July 30-August 4, 1989, Napa Valley, California 


30th Annual 
The Executive Progra 
October 8-November 3, 1989, Berkeley 





Sth Session 


| Competitive Marketing Strategies 


- for High-Tech Products | 
October 15- 20, 1989, Sturbridge, Massachusetts 













‘November 5-10, 1989, Monterey, California 


Betty R. Robinson, Assistant Director, 


Td | hone: (415) 642-4755, ext. 194 
; A N Fax: (415) 642-2826 
910 366 dH UC BERK BERK 






, Management Development Program 


5 MANAGEMENT Game 


: Pallding Market-Focused Organizations 


irther information and a detailed brochure, contact: M > 


Education Programs, Dept. 194, Berkeley Business ! 


University of California, Berkeley, CA 94720, U.S.A. : Kimberl y Stanton Telephone 


THE UNIVERSITY OF CHICAGO 


GRADUATE SCHOOL OF BUSINESS 


SEAHINARS IN FINANCE 


I nvestment Analysis and | 
Por ifolio Aanagement 





Ascona, Sian June 1 16 1989 





The seminar provides financial practitioners with 
cots to evaluate investment opportunities and 
manage financial risk in an international environment. 
The program stresses the logic and economic rationale 
underlying the techniques. The faculty draw on the 
latest academic research to provide participants with | 
tools to solve practical problems. A sophisticated 
financial management game allows participants to 


combine these tools with their own experience and 


insights to solve challenging international investment 


problems. 


The seminar sessions will include: 


« EVALUATING PORTFOLIO MANAGERS | 
« UsiNG FUTURES AND OPTIONS TO CONTROL RISK AND 
IMPROVE PERFORMANCE * 


© $ MANAGING. INTEREST RATE AND CURRENCY y Risk 
"© CONSTRUCTING OPTIMAL INTERNATIONAL PORTFOLIOS 


* FORECASTING STOCK RETURNS, BoND RETURNS, AND 
FoREIGN EXCHANGE Rat ES 
* RISK AND RETURN: AN INTERNA TION: AL Por’ TFOLIO 


Faculty: 


Professor Kenneth R. French and 
Professor Richard W. Leftwich. 
Graduate School of Business 

. The University of Chicago 





For further information please contact: 


312) 702-0849 
The University of Chicago Telex 282131 
Graduate School of Business Telefax (3121 702-0458 - 
1101. East 58th Street if writing. please enclose your 


Chicago, llinois 60637 USA business card. 




















3 aracteriz a iy uncertainties, eae interactions 
between man and nature, and the indispensability of 
scala! opero to understand and cope with 













We offer a choice of threes att ract ve e 

2-semester course which will qu: 

employment in the hotel indus 

undergraduate program AND d a 

Choose historic Wickham Co ater LondonOR 

| ChateauPourtales in beautiful Strasb urg OR our Hotel fupe. 

| in the heart of the Swiss Alps. Each centre has dedicated | 
teachers bias in hotel and restaurant operations. 























* Admission with 10y year formal al schooling 
* Language of instri ctio 
* Entry - January. -September 
X Summer Courses — 
* Residential accommodation 






| Mais pe changes a by the REA Pm 


“1. FOR MORE 

-| INFORMATION contact: 
l] Conference Coordinator, — 

industrial Liaison Program, 

| MIT, Room E38-400. 

. Cambridge, MA 02139, 

“4. USA, Telephone: (617) 

Po 253-0213, Telex: 921473 

AL MIT CAM, Fax: (617) 
«0253-0002. 








SCHILLER INTERNATIONAL UNIVERSITY - 


(Dept E3L) 51 Waterlo o Road, London SE18TX. 
Tel: (01) 928 8484 Tix: 8812438 SCOL Fax: (01) 620 1226 
(accredited member AICS, E A Washington Oe USA) 










THE OPTIONS CLEARING CORPORATION 


and 

INSEAD | 
coe The Bd Institute me 
-— Business Administagon 







F un d. Man agers, and Corpora te 7 ean sur i ois” 


* Advanced Option Strategies: * Foreign heroe Risk | 
. Hedging of Option Portfolios . Pricing and VASHAT 












— Special features of the workshop 


SIMULATED TRADING SESSIONS e PROBLEM SOLVING EXERCISES | 
DISTINGUISHED FACULTY: INSEAD FINANCE AND ECONOMICS jdn 
i OPTION AND RISK MANAGEMENT PROFESSIONALS - WT 








INSEAD Campus, Fontainebleau, France id 
May 14-19, 1989 | 


E. 


FOR MORE INFORMATION PLEASE CONTACT: : GAP E 
Amy Little, THE OPTIONS CLEARING CORPORATION. : 
Tel: (312)322-7564 Fax: (312)322-6227 Telex: 9102212616 














: bagine, intermediate and Æ 
: advanced study. so4fs easy to E 
Bintain or prove your p F 
. foreign language skills. 
Ourrangeotover 130 SRI 
: COBES imany developed tor the USA State c 
Dept.) in more than 40 languages include: 
“Arabic — Bulgarian Chinese Dutch 
French. Hungarian — italian — Hausa 
i] German. Portuguese Spanish Thai 
d Korean” - Vietnamese - Turkish — Urdu 
ud . and many, many, more. 

E uw We aise ofer many other helpful materials, so 
cot write: or telephone for your FREE 
JALOGUE to get ull details? 
i Suite N30. 






























31 Kensington 
Church Street, : 
o, London WB sit 
Ue 01-937 1647) 


a THE LANGUAGE SOURCE 
TEE.. (Gt Audiofoorum, 96 Broad St, Gato 
ALS 6T 06437, USW (263-252-6796 


Get ready for 19921 learn FRENCH | now = = 
at the most renowned school _ UT 


INSTITUT DE FRANCAIS - 


© The highest quality teaching 

@ A high-level international student body 
@ A cordial, hard-working atmosphere 

6 Excellent French food 

@ A breathtaking setting on the Riviera 

* € A truly caring staff 


Daily 08.30-17.00 with 2 meals 
For adults. 8 levels: Beginner I to Advanced H 
Next 2, 3 or 4-week immersion course starts 6 March and 3 April 1989 and al year 


INSTITUT DE FRANCAIS — EC25 
73 hv. Gén-Lederc, 06 VILLEFRANCHE/MER, T. 03.01 3844, T. 970.989F. 











One of the finest independent American universities abroad, founded in Paris 
over a quarter of a century ago. Eight major disciplines, leading to the Bachelor 
of Arts and Bachelor of Science degrees. 

An extraordinary multicultural experience, in class and out. An atmosphere 
of challenge and excellence. An oes way to prepare for an internationa 
career in your chosen field. — 


ALL CLASSES TAUGHT IN ENGLISH 
- Plan also for Summer Session 1989 : 





Contact: Dírector of Admissions, The American University of Paris 
B.P. 515, 31 Avenue Bosquet, 75007 Paris, France 
Tel. Paris: (33.1) 45. 55.91.73 New Tort Oflicer eu) 677. ae: 70 





OXFORD aa NIC 
PON raduate Degrees in 
CHITECTURE 


-ications are Ko for research-based courses for MPhil and PhD: 
prees in the following: f 





BB Building Evaluation | 7 
| The relationship between T building technology and culture 
: Research areas . associated with designing for human. need, eg d 


| | disabled: 
access; speciali st user groups; community architecture and housing — 








cs listed n mber of studentships may be available 


- Contact: v. Bacon, School of Architecture, Oxford Polytechnic, Oxford 
^OQXGO0BP. ——— ] | | | 





UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want lo be more affective and 
secure in their Jobs or Professions. 


Earn a BACHELOR'S MASTER'S or DOCTORATE Cegrée by 
utilizing your fife and work experience. College equivalent credits are 
given for your job, miültary, company training, industrial Courses, 
seminars on business expériences. We accept college credits no 
— matter when taken. No residency required. 
»t Our graduates are recognized for their achievements in business and. . 
industry. VIO seem you eo Your eee 
without format classes or semiriars at your own pace and ime 


Send detailed résumé on work life and academic experience for a no | 
. cost evaluation. 


> WESTERN UNIVERSITY 


, Cafifornia ia 90049 —Dept 13 


600 N Sepulveda Blvd; Los A 
Phone:213/471-0306 Telex: 182315 Fax: Mina 


OMIST MARCH 251989  . 















‘eae eons "ns em" es amm m — en n0 — À— eee apaiia MAIER Richie cir Crore mire relent = 





Luxury fully furnished one and two bed | SEVICE d t over a hotel 
a quiet cul-de- reel E Jem Gate. | room -- Send for details. . . d 
. Resident manager, direct telephones, | OUTH KE GTON APART b 

video security and colour TV. Weekly 3 | KENSIN me MENTS is 

rates from £266 to £560 plus VAT, . 99, Queen sS Gate, London SW7 5AB, : es 

FULL DETAILS: TEL 01-823 8325. FAX Tek 01-244 6966 Fax: 01-244 8214. | 


01-225 0280. TELEX 893095. 






l'université américaine de Paris 

















JUNE 19 : JULY TA ue 
Now accepting applications for Fall Semester '89 











LONDON 
South Kensington 














BaccOMMODATION 


Discover the advantages of a luxury | 














Telex: 27322 















EE FAIRBRIAR HOMES iM 
LOOKING FOR VOUR WENT move: 2 





COME SEE FOR VOURSELF! 
* Situated at Pork Hill, off Queens Rood | 
+ Private Estate overlooking Richmon d Por 
x 4 Bedroom Town Houses. ....(from £325, ny 





* 3 Bedroom Maisonettes... (from £246, poo 
* | Bedroom Flots............... (from £125,000) 

x Satellite Television (5 channels) : 
* Electronically Controlled Video Entry 












































Three instructive Seiviinars in 
INTERNATIONAL NEGOTIATION 
-- BUDAPEST, HUNGARY 


P INTERNATIONAL BORROWING: 

: |. SOURCES & TECHNIQUES OF 
Seo FINANCING & LOAN NEGOTIATION 

| June 5-23, 1989 


INTERNATIONAL PROJECT 
| PROCUREMENT 
& CONTRACT NEGOTIATION 
| June 26-July 14, 1989 


FOREIGN INVESTMENT NEGOTIATION 
June 26-July 14, 1989 


- Over 3,000 participants from 120 countries have at- 
tended International Law Institute courses in the past | 
15 years. The effectiveness of ILI courses lies in their 
" emphasis on the practical world — how things really 
.. work, in contrast to theoreti cal models. 


I^ INQUIRIES: 


| ‘All inquiries must include the name, add ress, and 
country of the sender and should be sent to: 


| International Law Institute Telephone: (202) 463-7979 
| 888 Sixteenth Street, NW Telex: 64551 
pe Sanaan, DC 20006. USA Telefax (202) 835- p 


- INTERNATIONAL LAW INSTITUTE 


= j^ 
in cooperation with — : iu » 
b. A 


GEORGETOWN UNIVERSITY 


Fell owshig i ipi in E 1 Eco | 


The college proposes to elect. a rien in Mino to 





possible. The Fellowship is open eq 
Applications are invited from qual 
interests in any field of economics. 


The title of University Lecturer (CU 
holder of the Fellowship by the | 
associated with such a lectureship wi | be T 
The title may be converted at a later dat tipe! 
University Lectureship (CUF). The University is an ‘equal: oppor- 
tunity employer. 


Further particulars, including emblüments, may be obtained. * 
from the Rector, telephone 0865 279648, to whom applica- 
tions, with curriculum vitae and the | hames of three referees, 
should | be sent by 21 iic 1989. à 





DU siness - — Kenya 
Booker Tate is a Tender in the provision of management, ; 


consultancy, and technical services to agro-industrial and | 
livestock projects throughout the: world. 









Since 1984 we have been managing Kenchic Limited which 
is already the largest poultry business in Kenya, producing 
day old chicks and processed chicken for markets in 
Nairobi, Mombasa and other centres in Western Kenya. A 
‘major expansion and diversification of the business is now 
being undertaken which will result in a considerable 
increase in production. A Development Controller is 
Tequired to plan, co-ordinate and implement the 
programme under the direction of the General Manager. 


Marketing Through 
- Distributor Channels 


ONE DAY SEMINAR STRATEGY CLINIC FROM THE 
WORLD'S LEADING DISTRIBUTION CONSULTANTS. 
London: 10 April. & 11 July 
Brussels: 11 May & 15 June 


-Frank Lynn is dedicated to help firms manage 
change and grow their markets, These one day 
clinics will provide direction on the design, 
refinement and management of all aspects of 
channel marketing programmes. 

It aims to benefit marketing professionals and 
corporate planners in a variety of firms, but 
particularly those needing to implement 
multinational marketing strategies es. In order for 
participants to gain the maximum help from the 
eh numbers are limited to 15 on each. 

: . Cost: £345.00 . 


-Candidates must have proven ‘commercial ability combined .. 
with an appropriate degree-level qualification. Experi : 
in a similar role in a developing cou s required anu, 
whilst experience in the pales ind ustry would'be an 

advantage, it is not essential. " 






Based in Nairobi, the position will attract a comprehensive 
benefits package including a car, free family a 
accommodation, generous home leave with return. air. 
passages, education allowances, disturbance and kito 
‘allowances and medical insurance. Salary will be paid 
partly in the UK and partly in ime Mu 





Please send full cv to: | 


P D Nicholas, | 
Personnel PN D E 
Booker Tate Limited, 

| Masters Court, ` 

‘Church Read, d 
Thame, Oxon Oxo A 
Telephone: ney 4600 - 


po din 9BP. P Telephone: 01-222 9085 F Fax 014 222 EB | 
NAME a PI tc TN ETIN CRINES ORI PNTOEPENCNES 
EM aigue iuisiqn UN NEN diede 
Address | H 


















OF GLASGOW 


ECTURESHIP(S) IN ECONOMICS 


ipplications. will be welcome from those with teaching and research interests in any 
irea of economics, but a preference may be given.to candidates whose area of 
m lies in microeconomics ` (particularly industrial: economics), finance, 
iconometrics or development. There are strong research groups in macroeconomics, 
ekpen] economics, and microeconomics. There wili be one or two temporary 
josts available, at least one tenable for three years, in addition to the permanent 
ectureship in the Department recently advertised. It is anticipated that appointments 
vill be to the lectureship Grade A scale (£9,260-£14,500). Further particulars are 
ivallable from the Academic Personnel Officer, University of Glasgow, Glasgow G12 
QQ: Those who wish to be considered should send to that address, notlaterthan April 
th, 1989, eight copies of a statement of their qualifications and experience. 


n reply piease quote Ref No: 6507. 








3 AGRICULTURAL ECON OMIST 


- The international Center for Tropical Agriculture ( (CIAT) located near 
Cali, Colombia, is seeking an experienced agricultural economist for a 
‘senior staff position within the Cassava Program. Responsibilities 
cipation.in macro-economic research. aimed at providing 
3 vork for further cassava product development; analysis of 
tential regions for the development of integrated production, 
ocessing.and marketing projects; evaluation of factors influencing 
_ the design of integrated projects; evaluation of constraints on technol- 
<- ogy adoption; and an analysis of the impact of cassava research and 
: development activities with particular emphasis on. social. benefits. 
. Applicants. should.have a PhD in Economics or Agricultura! Econom- 
ies with demonstrated analytical and writing. skills. Candidates with 
career experience in developing countries will be preferred. Working 
| languages are English and Spanish. This appointment involves an 
.. initial probationary period of two years, with the option of a continuing 
"appointment if that is mutually agreeable. Salary and benefits, 
including housing allowance and annual home leave, are according to 
international standards. Applications together with an updated curric- 
ulum vitae, and including names, addresses and telex numbers of 
“three referees should be sent to Dr Douglas R. Laing, Deputy Director 
General, CIAT, AA 6713, Cali, Colombia, before May 30, 1989. 


DEPUTY HEAD OF RESEARCH | 


Amnesty International needs a Deputy Head of its. Research Depart- 
ment, The Department. has over 110 staff and is responsible for 
gathering and assessing information on Amnesty International's 
concerns around the world and for developing and maintaining 
ping ats of action. The Deputy Head has a direct management role 

::regards both programs and administrative matters. He/she contrib- 
ay Ss to the formulation and implementation of policies, and mainte- 
"ence of the quality and impartiality of Amngsty International's 
^ material as set out in its Statute. 


^ The Deputy Head of Research is responsibl e for supervising. the work 
. on refugees and giving of material aid to prisoners, and will take à 
» primary responsibility for other policy areas dependent on back- 
ground, skills and. expertise. He/she will be required to represent 
Amnesty International externally. He/she is a member of the senior 
management team of the International Secretariat as a whole. 
— Candidates must have sound political judgement and a wide knowl- 
-edge of the political, economic and legal situation in different parts of 
* the world. He/she must have demonstrable ability, and preferably 
=- experience, of management and of initiating and implementing 
¿= policies. He/she must be able to work in an international and 
- multicultural environment, and must have fluent English. Knowledge 
| of other. languages would be an asset. 
<< Salary: £18, 198 per annum. 
x Closing date for receipt of applications, May 2, 1989. 
— Forfürther information and an application form please contact: 


| Personnel Office 

1 International Secretariat 
. Easton Street 

ondon WC1X 8DJ- 

United Kingdom 

Tel: 01 837 3805 
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Coleg hi a Oymru B 


Ab 


The University Callege of Wales 


CHAIR OF 
MANAGERIAL 
ECONOMICS 


The College Council invites applications for the Chair of 
Managerial Economics to be established by the College in 
the Department of Economics and Agricultural Economics 
from next session. The successful candidate will be f- 
expected to provide academic leadership in the areas of | 
. Managerial Economics, industrial Economics and Micro- f 
economics, and develop a comprehensive programme of f- 
research. p 
Applications (12 copies), naming three referees, should f 
be sent to the Staffing fficer, The University College off 
Wales, Old College, King Street, Aberystwyth SY23 2AX | 
from whom further particulars may be obtained. Overseas f 

candidates may submit one copy by Airmail or Fax (0970- f 

611446). Initially, only one copy needs to be sent of any 1- 

publication which is submitted in support of an m i 
tion; the copy will be returned. Closing date for applica- 
tions: Tuesday, April 11, 1989. 



























H. PERSONAL SERVICES 
PROJECT CO-ORDINATOR — MOZAMBIQUE 


The regional contracts office in Mbabane, Swaziland, is soliciting expressions: —— 
of interest from individuals for a position ‘of A reer Co-ordinator in the United 
States Agency for international Development Mission to Mozambique. The ` 
project for which the Co-ordinator is needed is the Régional i Rail Systems 4 
Support Project Mozambique Component. The individual will be | given a two- 
year contract with an option for an additional 18 months extension. Logistic 
support includes housing, utilities and furnishings, in kind. 
Qualifications: A high degree of demonstrated managerial, analytic and 
leadership skills; at least four years of experience in a managing position; at | 
least five years of experience in the developing world. An understanding of aid i 
management systems would be helpful. 2 
Duties are as follows: The contractor will ensure that all implementation 
actions are completed on schedule or adjusted to meet changing conditions. 
Specifically this means following and. acting upon the sequence of events in ^ 
the project schedule, the requirements of the project agreement, selection-of 
consultants and contractors, procurement of equipment and materials, - 
monitoring of pore accounts and any other items related to effective project 
implementation. The contractor must maintain pane file on. ali project 
documentation, utilise a system of project tracking, and co-ordinate 
relationships with the government of Mozambique (GPRM) implementing 
agencies, project-financed consultants and contractors and proj ject- related 
private sector entities. 

The contractor shall, within established policy and implementation strategy 
parameters, represent AID on any committees, panels or meetings related to 
the project, and be responsible for ensuring that liaison is established 
between AID management and GPRM officials, consultants and contractors, © 
and arranging logistics for evaluation and audit teams. 
The contractor will co-ordinate all interactions between AID and the »t 
implementing agencies. 
The contractor will maintain and distribute a current detailed iriplementation 1 
report; distribute consultants’ and contractors’ periodic reports; advise. and. 
consult with AID management on actual and potential implementation 
problems; and keep current on project expenditures.. 

The contractor will draft or oversee the drafting of some project documenta- 
tion initiating in AID, and wii also process all project documentation sent to. 
















































































































All interested individuals should submit two copies of their curriculum vitae or 
résumé, to include complete salary history for the past three years, to 
Regional Contracts Officer, USAID/Swaziland, Washington, 0C20523. 





PROFE: ES :SSOR . OF ' PUBLIC 
POLICY AND 
_ ADMINISTRATION 












Institute of 







The Hague, invites applications for the above post 








ou Mies. 





























` Public Policy and Administration, one of the 


| of government bureaucracies in Asian, African 


| ture and process in public policy management are 
a central area of concern as are inter-organisa- 
| &iohal relations and territorial and functional 
. decentralisation for. different types -of public 
policies. The faculty is involved in the ongoing 
debate related to the margins of public interven- 
tion, and to market failure versus administrative 
failure. 


The successful candidate will partake in teaching, 
| research, project and consultancy activities at 
| both the ISS and in Africa, Asia or Latin 
| America and will be expected to provide leader- 
| ship in these fields. Applicants should also be 


Moreover, 
| innovating role in setting priorities for future ISS 
activities in Public Policy and Administration. 


Se include a PhD in the social sci- 
ences, a proven interest in interdisciplinary work 
and a thorough acquaintance with the major 
aspects of Public Policy and Administration in 
|. the Third World, demonstrated by teaching Pipe 
rience and publication record. 


Salary. is in accordance with Dutch university 
regulations. 


Applications accompanied by a curriculum vitae 
- Rector, Institute of Social Studies, PO Box 
before e May 1, 1989. 





^ Social Studies | 


he ISS is a centre of higher education: and. 
search in development studies. Postgraduate 
ching programmes conducted in English are 
i at the Diploma, MA, MPhil and PhD. 
Most students come from developing 


prepared to hold administrative office at the ISS. _ 
s/he will be expected to play an 


and three references should be addressed to the 


90733, 2509 LS The Hague, The Netherlands, 


| Institute's main areas of study, focuses on the | | 
|. efficiency and effectiveness of policy formulation 


and Latin American countries. Aspects of struc- | 


v 





of the City. 













to join their ji: d téam, y writing ona wide range of busines aiid k 
investment issues. C andidates should. have relevant experience of © 
writing features, a good academic record and a working knowledge _ 










> Write with full curriculum vitae to: 
2 Gillian O'Connor, Editor - 

Investors’ Chronicle —— 

Mp ann aaah Fetter Lane 
















NOR RE "DIRECTOR - 


Applications are invited from economists and those in “related 
disciplines for the post‘of Senior Research Officer. The successful 
applicant may be offered the post r director,- Subject to 
experience and qualification. — = CEA | 


NIERC is an independent research: cen tan ec 

Northern Ireland Government, and private. iidüsty to study the 
Northern Ireland economy and related issues in regional 
economics. 


Applicants, who should have à "higher daisi a an impressive 
record of academic achievement, will be pede to lead an area. 
of the Centre's research: - AA 


Appointment will be for four years in nite (ist instance on the salary 
scale £18,290-£24,765 (under review). NIERC is a member of the 
Universities Superannuation Scheme. Applications with .cv (five 










copies) should be sent to The Director, NIERC, 48 University Road, 


Belfast BT7 TN}, from whom further particulars may be obtained 
(Tel 0232-325594). Closing date is Fridav, 21 April, 1989. 7 


THE QUEEN'S AWARD FOR 
EXPORT ACHIEVEMENT 1986 


Euromoney Publications is seeking experienced fi- - 
nancial journalists at editor and deputy editor level 
to work on a new monthly financial. magazine in the 
Asia Pacific region. The job requires excellent _ 
knowledge of these markets, proven writing eu E 
ence and energy and enthu iasm. | 

The position would be based in either Hong Kongo or 
Singapore. Candidates. are eed to. senditheit E 
curriculum vitae to: — = a | 

Diane Chaplin, Pers "st onnel Dire 

lications PLC, Nest te 
don EC4V SEX. 



























- DIRECTOR OF | 
RESEARCH AND DEVELOPMENT 


W ndward Islands Banana Growers’ Association (WIN- 
N) requires a Director for its Research & Development 





ate Degree in Agriculture or closely related discipline. 


^ Further details write to or call: The UK Representative, 10 
=" Kensington Court, LONDON W8 5DL. Telephone 01-937 9522. 





THE MACAULAY LAND USE | 
“RESEARCH INSTITUTE 
ABERDEEN 


LAND USE DIVISION 


An economist is required to join a new Land Use Economics Unit jointly 
established by MLURI and the School of Agriculture, Aberdeen. The 
- “appointee will join a team working on economic aspects of land use 
“cand will be responsible for carrying out research on the economics of 

tural land for forestry and farm woodlands, conservation, recreation 
id.sport. He/she is likely to be a specialist in one of these areas but 
owe: the capacity to hold a brief encompassing a wide range of 








~The candidate should have a degree in economics or a related 

. discipline with experience in appropriate fields. He/she should be 
capable of developing his/her own research. programme and also 
contributing to co-ordinated projects within the Land Use Division. 

. Salary range £8,574-£13,460 with non-contributory pension scheme. 
Further particulars of; and forms of application for the post may be 
obtained from The Secretary, The Macaulay Land Use Research 
Institute, Craigiebuckler, Aberdeen AB9 2Q), to whom completed 

: applications should be returned by 7 April 1989. | 
Quote Ref MA6/89. 





OVERSEAS DEVELOPMENT 
ADMINISTRATION (ODA) - 
AGRICULTURAL 
ECONOMIST 
The ODA is looking for an Agricultural Economist for a period of three years 


: in its Asia and Ocean Group. Applicants will normally have a postgraduate 
degree in Agricultural Economics and have worked in a developing country 


for at least three years as an Agricultural Economist. The job includes. 


occ ynificant overseas travel and considerable responsibility as the only 
-.-gclalist Agricultural Economist in ODA. Responsibilities will include 
ccp ect appraisal, monitoring in the Renewable Natural Resources Sector 
^ in India and probably other countries in the sub-continent; advice on 
= support to national and international agricultural research and the recruit- 
= ment and professional support of ODA Agricultural Economists overseas. 
Salary (inclusive of Inner London Weighting) will be in the range of 
£13,350-£16,345 according to age and experience. 
* The ODA is responsible for administering the United Kingdom's Aid 
-o Programme. Economists provide advice on all aspects of ODA's work 
4 including bilateral and multilateral aid policy, the appraisal, preparation and 
= monitoring of ODA-funded projects and programmes and macro-economic 
+ and sectoral analysis. Economists work closely with other professional 
' advisers and their administrative colleagues in a wide variety of disciplines. 
The workload is interesting and diverse, will include some overseas travel 
: and offers high job satisfaction. 
Further details are available from Mrs A. V. Putman, ODA, Room 638, 
Eland House, Stag Place, London SW1E 5DH. Tel: 01-273 0278. 
\pplications, together with a curriculum vitae and names of referees, 
Should be sent to the above by 4 May 1989. 
-The ODA is firmly committed to an equal opportunity policy. Applications 
- are invited from all suitably qualified individuals, regardless of their gender 











N HELPING NATIONS TO HELP THEMSELVES 



















vision. The successful applicant must possess a Post Gradu- 





COMING TO PARIS? 
Stay in a furnished flat. One tofour rooms | 
plus bathroom and kitchen. Weekly or 
monthly rates. Left Bank, Luxembourg 
and Montparnasse. No pore ai 
Telephone Paris 432 , Fax Paris — 
4354579B. or write PAA Housing, 9 
Rue des Ursulines, 75005 Paris. 


US Peni en E 
CONSU N 
iin the US since 19790) will assist vou in 
your US real estate ventures, We can pive 
you the edge with INFORMATION, = 000 
Fiduciary and Consulting Services, Evalua- ` 
tionis, Analyses, Financing, Joint Ventures, - 
Tax Planning, immigration, Workouts 
SWISS CONSULTANT GROUP (USA) | 


SHIRTS MADE 


TO MEASURE | "LEO, 


Discerningly tailored to choice of style froma | 
selaction of the finest fabrics. Specialists for 
over 60 years in superb Sea Island cottan and 
luxurious silks etc, Ev ENS 
Free sampile fabrics and details from 

SEYMOUR SHIRTS- 
Free Post, Dept 29 - 
Bradford BD11BR — 
















MIDDLE EAST _ 
VACANCIES 
Subscribe to “Gulf Advertised Vacan- 
ces", a twice-monthly newsletter list: 
ing job ads that appeared in major 
Arabian Gulf English & international 
publications in the A urls half- 
month (sources identified). Rate: £30/ 
three months, £50/six months & £80/ 
year. l 


informatics Ltd, 2-6 Belmont Rd, | 
- St Helier, Jersey, UK. . 


. LONDON . 
ENGLAND 
Luxury selt-catering apartments in the 
heart of Mayfair. We can offer you the 
comfort and privacy of a recently convert- 
ed period Georgian town house. 
Please contact British Breaks Ltd, PO | 
Box 1176, Middleburg, Virginia 22117, 
USA. Telephone (703) 687-6971. Telex 
9102900992. UK Representative: 27 
Rabans Close, Aylesbury, Bucks 
HP19 3RS. Telephone 0296-22561. 


INTERNATIONAL 
- EXECUTIVE 


Chartered Accountant (40), MBA, fhu 
ent French, 12 years’ success in interna- 
tional financial and general manage- 
ment, including 10 years’ continental 
Europe seeks opportunity. - 


All replies acknowledged. Reply: Box 


3646, The Economist Newspaper Ltd, 25 f E 


St James's Street, London SWIA THG. 





Willett Hotel, — 
32 Sloane Gardens, 
London SW1W 8DJ. 


Telephone 01-824 8415. 
Fax: 01-824 B415 
Telex: 926678 WILLET G 
Single: £41.95 + VAT. 
Double/Twin: £49.95 + VAT. 
Extra Single: £19.95 + VAT. 
Small character town house, off 
Sloane Square. AH modern 
facilities. 

Full English breakfast inclusive 
of rates; | 






















Take a furnished. : self-co: 

apartment in Knightsbridge, nea 

Fully equipped kitchen-dinette;.. b 
one, colour TV, ceniral heati 


uit 1-2 persons. Brochure by 
Knightsbridge Service A 
Tol: 01-584 4123. Telex 20544 
























Fax 001 813 254 0013 for free brochure «| 












iss 
K FRENCH BY 
TOTAL NATURAL IMMERSION - 
with French participants for 7 ~ 
intensive days in the DORDOGNE 
Château LAVALOUZE —— 
J. L. Lefevre CIEL.BP.180 i 
24490 LA ROCHE CHALAÍS France —— 
Tel: 5391 44 28 R 








+. 
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^ VISITING 4 
LONDON? | 










Forget hotels 
| Self catering apartments, fully |] 
ne, telex, I| 


annann Ath hrs o 





boda Service 
tel:01-835 1144 
for colour brochure and prices: CHE 
Telex: 918595, Fax: 01-373 9693: E 
| SERVICED | 
| APARTMENTS LTD | 
26/27, Collingham Gardens 
London SW5 OHN ub 


a sponta ot, ot pe oretnntawnntetannnenttneen: ——————— M 
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-TREND p and preference variant sale: 
eg and ae Tel 
















coMINGTO — | 
LONDON? - 


Then why not stay at Endsleigh Court where you can be - 
Sure of a friendly and courteous welcome. 
Qur block is centrally situated offers self- contained : 
Studio apartments with kitchen and bathroom facilities. 


z ANGI | SBRIDGE 
~ GREEN HOTEL 


A small family owned hotel in Knights- 
bridge which has been totally remodelled 
and refurnished to a high standard. . 































Sarah Hodge Recruitment Consultants. 


Need a Top Secretary? Y. i  obtai 






] Gi M to Mar 68 hom “£175 par week _ Suites £95 Doubles £80 Singles £65 incl 
leni MEM rr | VAT& SC. Cal 1(01)434-0030 


.| For further details contact: Endsleigh Court, 24 Upper | “A comfortable,  Spotlessly fore little hotel 










Woburn Place, London WCTH OHA. Telephone: 01-387 * ibas heart of of Knightsbrid —Egon 
..8022. Fax: 01-379 6365. New York office Fax: 212-874 y. | 
5784. Amex, Diners, Visa. | EA reservations a phone Nur 

i | HEN ‘London SWIX 7PD, fax 01-225 1635. 













LE VERSEAS POSITIONS. Hundreds o 
ze rini positions. AL occupations 
Free sila Cieriseüs | 


: : ; — Learn how easy it is to become a Certified - DN, 
, 'ESCO | Professional Consultant (CPC) im your |. 
ll. xd | | | own field. Write for free — 
+ Our INITIATIVE and ENTERPRISE ; in the Agricultural and Agrichemical 1| net 

© sectors can greatly assist you in Third World Countries where we ‘offer 


7 British Exporters support in Researching and Servicing end users. 
ME ^ A World Export Services Ltd 

Box 3645, ine Economist Newspaper Ltd, 25 St James’ s Street 
" : _London SW1A 1HG 






Dept EA, 640 South iita 
Boulevard, Saraosts, FL 34236 USA 








= ia TTT CORPORATIONS | pro- 
joo vide complete: eaor and zero 
ES ili a p 







DIPLOMAT HOTEI 
2 CHESHAM STREET - 















ean OPPORTUNITY N 






















LONDON SW1X 8DT Panama 9a, Pan -0834 or 
| US FINANCIAL PUBLISHER aoia . 28-4819 (evenings Bem as 
E k | 234936 | 
i ^ sizeable sharehol ding in a young, closely-held New York financial lur eric eren Ta 












OR WANTED | 
mar PUBLISHER. 


2 | publisher available due to board resignation. Company specializes 
` | in "globalization". Properties include directory, newsletter, proprie- 
-f tary database, magazine, etc. An unusual and non-recurring 
opportunity in a dynamic sector. Contact: John Pitt, Box 522 Old 
Chelsea Station, New York, NY 10011, USA. Tel: 212-219-1550. 
Fax: 212-431 “5881. All salsa alata confidential 





In Exclusive Belgravia, within. walk- 
ing distance of rca i ) 


unsurpassed opportu super 
emer aN pic a foc supar 
breakfast at exceptional ae. 


its £40. 35 + VAT fd 

























sge Press, 516 W, 34th 
w York NY 10001 USA 









Economic & Financial Advisors 







2l New Street 900 Third Avenue 
Toronto, Ontario New York. N Y 








| (416) 964-0789 (212).832-0132^ 













































2,096 on a year earlier. In the 12 months to January output grew 6.0% in Sweden and a miserable E conomist| The Association 

0. 896 i in Britain. Production in Britain dropped 1.2% during January—the third successive monthly ducing Countries. : 
fall. But Britain's unemployment rate fell to 6.8% in February, its lowest since the middle of 1980. | looking for ways to stem the uia i 
Switzerland's poes rate was iu 796 in VEROTUSY, its GNP rose 2.5% in the year to the fourth quarter | prices—up by 25% so far this year, to o 
of 1988. . : | £5,000 a tonne. It fears that higher prices 
‘change — cate | will tempt producers to increase output, 


industrial production — 8NP/GDP retail sales [volume] unemployment % rate jeopardising the industry's recovery. Since . 
Vitiis sia. cilesbobes uns MISI ocn BR RR TM ul euskara bioicza- Ro ANDERSEN AM March 1987 the ATPC has imposed export | 


of He P 

















| 3mthst — year 3mthst — year 3 mthst 1 year latest — yearago è 
ae a d 4s ws ie 4285 32 ie 01H. 74 | quotas, Which have halved world stocks to 
|Belgum ^ * 38 4 35 o na ^ na 3931 +38 se 108 a^ 120 | about 38,000 tonnes. Exports will be limited 
‘Canada 07 427 w 423  *34«m 454 428m 76 w 7B | to 106,400 tonnes in the year to February |. 
France — 04 4 38 ow +91 +900 F34 +03 nv 102 102 | 1990. Non-members China and Brazil have - 
-W.Germany + 20 +53 i = * 08 +27 +38  - 4.8 mw 79 fæ 87 | also agreed to limit exports. Bolivia hopes to 
Holland — * 37  * 09 ow — * 47 + 24 m -— 81  — 84 c: — 139 nv — 140 | increase output by 50% in 1989 in order to 
y o e 60 w. 590, 1099 1 19 159 44. 0409. 155 , | naat its 14. 000 tonne export quota, Last 
JM eue. T LEN LUE E e oe uL iode, c6 uc | year Bolivia fell. Short, despite "Importing 
Po — —————— M — GÀ L xtra tin-concentrate from Brazil 
Sweden . 5106 +60 m  —69 + 05 m nil + 23 Nov 15 fæ — 16 | a pu s 
$ 4118 +57 m +16 +25% +52 +23 Ww: 07r 08. 

DIU 4 08 e. 422 309. .-— 08. 40. 68 87. d "n m % change on 


Mari4 — Mar?20t one — me 


————————————————————————————————M——————— n a amh a ea eA e e A a 








oci by CPI. | Dollar index 





: cc —————— CÓ (€ eáÓá Allitems — e 51.5 venanmaan 1 Plia aoe 
PRICES AND WAGES In February America's wholesale prices rose by 1% for the second | Food 4192 — 1193 t 26 FIST 


successive month, to give a 12-month rise of 5.396. Consumer prices looked a bit less worrying, jr ab bm usb dang orn 


rising by 4.8%. In the same month the 12-month rate of consumer-price inflation rose to 2.6% in | -nuna ^ 1596 ^ 4384 ^ 4 11 . 48 





Nia tt 139.6 138.4 +11 — 48 
Belgium, 4.6% in Canada and 3.4% in France; it was unchanged in Spain, Sweden and | "uou 2149 2067 — 71 -— 38 
Switzerland. New figures show Whgiesaic pice vee rising in West Germany, France and Italy. | Stering index == ^ ^ ^ ^ add 
"eéhangeatannualrate — —  Alitems .  . 1124 ^ 1116 + 04 +101. 
consumerprices" — "wfiblesale prices* wages/eacringst Food — 88.4 894 4 50 +238 
3 mthst 1 year . Smihst 1 year 3mthst = yea — industrials 


mri e n e e e e e a a PA aa a a LRP RT e n m e etree ae 


tanta Amen Mara a IST P retirer a a a ta ata Maa ao M RANA ALPE Re irt nri emere rte antri it e Pt 
peu Ga i ia 


ENTTEn——— RR 


aranana rmnm nnm Aa aa EA nnana iN apaan atatan yiana 


Crude oil North Sea Brent | | 
$ per barret ` — 1803 — 1870 4111 4225 [| 


wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, T eamings; Belgium, Canada, Sweden and USA, hourly I Provisional tt Non- food agriculturals - B die 
A UK, monthly earnings for all employees. l 














a N F LATION The oeco's average rate of 
consumer-price inflation increased for the 
second year running in 1988, to 3.9% from 
3.3% in 1987. in each of the countries in the 
-chart inflation is higher than it was a year 
«ago. American consumer-price inflation was 
48% in February 1989, up from 3.9% in 
February 1988. In Japan inflation stood at 
196 in January, up from 0.9% a year ago. . 
lest Germany" s inflation rate rose to 2.696 
n February 1989 from 0.996 a year earlier. 
\ustralia tops the inflation league of the 
ountries shown in the chart, with a 7.7% 
ise in prices i in the year to the fourth quarter. 
-But Britain is a strong challenger, with a 
7.5% increase in the 12 months to January. 
Rampant consumer demand last year left 
-Britain with the biggest jump in inflation 
among the countries shown. 


ootnotes applicable to ail tables. All figures seasonally adjusted ead not seas. adj. t cures of latest 3 months compared with avg. ot previous 3 mos, at annual rate. na not available. 













Source: National statistics 








CONOMIST MARCH 25 1989 
























WORLD BOURSES Wall Street sneezed, falling, 19% during 





24 OECD countries grew by 6% i in n int real 
dollar terms—ie, adjusted for inflation and | prices dropped 2.3%. Frankfurt fell 0.9%, while Tokyo rose slighly. 
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lending rates by 25 basis points to 7.25%, and bond yields edged up. 


—————————'RRRRRRERRISRRRMIS ener tienen int PU 





ema etter nen een detention nnn nneeRtEeE area eneememeemeeeeE ee oe aAA 


rates (Libor): 3 mths 10.4%, 6 mths 10.8%. 





Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnnais: 


“up 1.1% against the D-mark and 1.5% against the yen, but remained little changed against sterling. In the 12 months to February Spain’ 


` year to January. During the same period Canada's visible-trade surplus increased to $8.5 billion. 


| 25,4** 














"Registered a asa eE Produced » The Econo! Newspaper Ltd., London, England, and pintedi in Singapore by Times Printers Sdn; "Bhd. M 





: “New Series {Converted at financial rate 


MONEY AND INTEREST RATES Long- and short-term. interest rates. rose in “America and Britain 
this week as inflationary pressures continued to mount. West German banks raised their prime 


ANZ Bank, Credit Suisse First Boston, Wharton Econometrics, These rates are indicative only and cannot be construed as offers er tise hanks: 


i TRADE, EXCHANGE RATES AND RESERVES Despite central-bank intervention, the dollar rose 0.9% in trade-weighted terms UNUM the weak it was. 
s visible- - 
trade deficit widened to $21.4 billion; and Sweden's surplus climbed to $4.7 billion. But Sweden's current account had a deficit of $2.4 billion i in the 


: eek because worse-than- 
expected wholesale-price figures triggered fears of higher interest. rates. London eunt cold: 





exchange rates—down on the previous | Stock price indices Se niles oS — Changeon 
| years 7% increase. Australia and Turkey Mar 20 1988/89 one one record, Har 
saw the biggest rises in tourism receipts, high low week year high in local in $ 
3096 up in real dollar terms. Australía Australia 14844 16578 11707 — 04 4 36 36 1182 ^ 34292 
gained from the strong growth of Asian - Belgium ^ 56604 58340 36084  — 04 3 144  — 2B 3882 OF 
. economies, Turkey from its new chic image | canada ^ 35767 ^ 36961 ^ 2979 ^ — 17  « 76 ^ -—136 3132 74234 
in Europe. American earnings from tourism Frane 4361 4573 2513 - 04 « 460  -— 83 4854 48308 ^ 
 tose 17% in 1988. In Europe the average | W.Germany 16285 1705.6 1207.9 -— 09 +127 -285 +253: ^ 452 ^ | 
. frise was 2%, with big gainers like Turkey | Holtand 179.9* 183.6 127.4 + 04 * 187 —100 +409 180 
 Outweighed by Britain and Italy. Real re- | Hongkong ^ ^ 30467 3210.0 CC NN MULUS NEC ECC 
 Ceipts from tourism in these two fell by more hann ens ee Eat ^ 
than 5%. t th t oft r MM cosi e LIU LUE LR UP c Toe o es. DR LG ous 
rose d and gu the cold anais | Shower — mess — nes — enue 101 i3  h4 sai Hia — 
South Africa — 24550 2455.0 13870 +54 +659 ni +70.1 +30.2t — 
_ was the only reporting country to have fewer Span 2784 3016 22585 — 01 «4 15  -144 4228 3180 ^ 
visitors in 1988 than in 1987. Sweden 38349 38899 21485 ni - 403  -— (14 4767 3597 
c7, | Switzerland 649.2 6547 4666 4 04 4214. -—110 4368 4 80 
UK — ^ 2053.6 21544 1694.5 -23 +115 -160 +199 +92 
USA — 22625 NE 18701 —19 + 95 -169 4167 4167 





Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) - 
% rise on year ago Money market . Commercial banks. Bond yields — — - Eurocurrency 
Narrow —— Broadt Overnight 3 months Prime Deposits Govt Corporate Deposits Bonds 
[M1]. lending 3months long-term  S3months- 
Australia +14.5 +20.3 jm 1615 17.52 1875 1725 1369 1463. 1681 077 .— 
Belgium +12 +660 775 830 1075 800 821 856 844 8.05 _ 
Canada — 40 — 4110 re — 1150 1240 1275 1235 1055 1119 1225 1184 
France +43 +70 o. 863 9.06 960 919 894 942 906. 941 
W.Germany+11.6 +69 Jan 595 660 725 601 700 | 700 = 656 737 
Holland — 4 61 +131 o 569 — 690 875 690 . 709 737 700 742 
Italy * 80 +88 sp 1325 1338 1300 na 1163 — 1157 1250 1125 
Japan * 90  -100 » 400 — 420 338 . 176 5116 493 481 5.18 
Spain +24.3 4110 vx 1405 1529 1550 — 7.50 12.020 1425 12.60 na 
Sweden — na + 53 vw 1125 1185 1200 1178 1110 1194 1138 1115 
Switzerland + 38 +57 o 550 588 650 550 482 542 594 — 5.30 
UK — +121 217 a 1263 1309 1400 1306 946 10.72 1306 1181 
USA +36 +55 re 982 1007 11.50 1032 9.30 — 990 1050 1015. 


Other key rates in London 3-mth Treasury Bills 12.495, 7-day Interbank 12.596, clearing banks' 7-day notice 4,096. EMO. 





1M? except Australia, Canada, France, Spain, Switzerland, USA, UK, W. Germany M3, Japan M2 plus CDs. Delos meyer ahaa 


" trade balance} current- trade-weightedii currency units per $ currency units Foreign 
| Sn i account -exchange rate | | es 
latest — latest 12 balance $bn ANC i 
month — months latest 12 mths latest year ago latest year ago per£ — perSDR  perecu | Jan 
Australia — 028 » — 19 — 1189: na na 1.21 1.35 2.08 157 134 135 | 
Belgium — — 002 se — — 10 + 89o | . 1056 107.9 39.3 354 | 67.3 511 ^ 436 . 8.9 
| Canada — + 074 A. + B5 — 92.  . 1022 96.0 120 ^, . 7128 . 204 > 156  .133 |. 158. 


33431 7 
764 . 
450 
30.7 
829. 
397 
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AEROSPACE 








> AUTOMOTIVE, INDUSTRIAL SYSTEMS AND COMPONENTS 


All systems are go. 


INTERIM RESULTS 
HALF YEAR TO 31JANUARY 


1989 1988 Up 





Sales £1,032m £976m 676 
Profit before tax £72.4m £53m 37% 
Earnings per share 31.7p  29.6p 1 76 
Dividend per share 7p 6p 17% 





"The increase in our profits has come from organic 
growth, acquisitions and the results of our drive for 
full international competitiveness in all our chosen 
markets. We see improvement continuing in the second 
half and the longer-term prospects remain encouraging. 


Tony Gill, Chairman and Chief Executive 












EP490Z 








The new Minolta EP490Z plain paper 
copier gives you many other productive 
and creative features, inciuding Quadruple 
Zooming Power, Automatic Duplex and 
Overlay Copying, Standard Three Cassettes, 
Optional Triple Paper Stacker for 6-Way 
Paper Feeding, 20-Bin Sorter and Interac- 
tive Keying. 


aaa 





asgi HOA. 





See Minolta copiers at: 

Bangladesh Brothers international Ud. National Scouts Bhaban, Inner Circular Road, Kakrail Dhaka, Pakistan 
G.PO. Box 767 Phone: 400042, 404929 

Hong Kong Minolta ip Kong Lid. Room 208, 2/F. Faster Centre, 1065 King’s Road, Quarry Boy Philippines 
Phone: 5-658181 

india Methodex infres Lid. B-/F-1 Mohan Cooperative Industrial Estate, Mathura Road, Singapore 


New Deihi HO O44 Phone: 636043 


Allied Equipment itd. First Floor, Nelson Chambers, Hi. Chundrigar Road, 
G PO Box 680. Karachid Phone: 719338, 210146 

Topros inc. Topros Bidg., Banawe Cot. Atok Sts. Quezon City, Metro Manila 
Phone: 732-14-21, 71-413, 71-41-15, 7114-83, 71-47-85, 71-41-87, 71141-89 
Minolta Singapore (PTE) Lid. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 563-5533 





Think of Minoltas 
new Simul-Color copying 


like this. 


The new Minolta EP490Z gives you 
vo-color copying that's as fast and easy 
; regular copying. 

Think of it. A copier that makes two-color 
ipies in one quick scan. It's now a reality for 
iur business with the new Minolta EP490Z's 
nul-Color function. 

Simul-Color makes two-color copies in 3 
st, easy steps. Simply set the Color Lever, then 
ess the Simul-Color Key and the Print Key. The 
sult iS a perfect copy in black plus another 
Jor: red, blue, sepia or green. 


NOLTA CAMERA CO. LTD. Reprographic Product Operations 3-13, 2-Chome, Azuchi-Machi, Chuo-Ku, Osaka 541, Japan 





won santa Office Machines Corp. 10th FL, No. 120. Sec. 2, Chien-Kuo North Road, Taipei 10433 


Phone: (02) 505-0013 


Stand Bangkok Business Equipment Automation Co. Ltd. 199/82-84 Vipawadee Rangsit Road, (At 


Suthisam Fly-Over), SO KK 10400 Phone: 271-0213 (5 lines) 
stratia Océ-Austratia Lid. PO. 


ox 196, 89 Tulip St, Cheltenham, Melb 3192 Phone: Q9-58440 
w zediond Viko Holdings Lid. 33 Broadway, Newmarket, PO. Box 220, Auckland 1 Phone: 03-505-449 


SO now you can say goodbye to ordinary 
color copying. No more waiting for two scans. 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up. 

That's because the Minolta EP490Z makes 
high-quality two-color copies just as fast as it 
makes regular black copies, at a quick rate of 30 
copies per minute. 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It's the 
world's first practical color copier. 
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"Cotiilia Gregory nd Rolex: 
beautifully paired. 


Prima ballerina assoltita is 
a title once conferred only by 
CZars. Tod: ay it 1S bestowed by 
the universal will of the dance 
world. Cynthia Gregory, lumi- 
nous star of American Ballet 
Theatre, is one of the few of 
our time. 

Americas premier classical 


dancer challenges even the 
most gifted choreographers 


with her range. Connoisseurs 


acclaim her technical prowess. 
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THE ROLEX LADY-DAIEJUS 


The worlds great companies 
court her for the depth and 
spirituality of her dancing. 
Cynthia Gregorys talent 
shines in Swan Lake, Giselle 


and The Sleeping Beauty, bal- 


lets in which her performance 
IS recognised as definitive by 
international dance critics. 
Oft-stz age she is just as com- 
pelling. Committed to humani- 
tarian Cynthia has 
founded and toured with her 


causes, 
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"win du 


own dance company to raise 

funds for charity. And, recognis- 
ing that ballet builds fitness, she 

has written a book on the prin- 
ciples of exercise and dance. 

In all the arts, there is n 
more physically demanding 
discipline than dance. Its pure 
elegance and endurance are as 
well met in Cynthia Gregory 
as they W 
ROLEX 


of Geneva 


are 1n her 
chosen timepiece. 


A Rolex. 
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i 21 The v rng spirit flags in China 













ir nd Russ circling tighter 
lrums out some generals 
other thrilla in Manila 
~ What Thailand sees in Laos 
- A caning for Thai workers in Singapore 


_ AMERICAN SURVEY | 
- 27 An oil spill threatens Alaska 
|. 28 Smokers as cripples 
1. 28 The executioner returns 
|- 30 New York city is illegal 
|. 30 The American Lourdes 
. 32 From hero to celebrity 

32 The America’s Cup in court 

33 Ollie North on trial. 

34 Adios to the contras 

34 Babies addicted to crack 

34 The man who created football 


INTERNATIONAL 
|. -35- A patriot rattles Lebanon 

36 The succession in Iran 

36 The travels and travails of Hosni Mubarak 
39 -Hungry Sudan’s peace offensive ` 

39 The Babanusa railroad 

10 Peru: Oil lifts Alan Garcia 

12 Unsafe Colombia 


42. Forgiving Uruguay's torturers 
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50. Poverty i in the south 
50. Jews and Mrs Thatcher 
51. Air travel takes off 

52. Scotland's expensive coal 
52 AIDS and drug abuse 

61 Attitudes to the police 

61. Vets and vet schools 
Vorking men's clubs 
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BUSINESS, FINANCE AND SCIENCE 


63 BUSINESS THIS WEEK 


BUSINESS 
65 America's brain drain, Japan's gain 
66 A new chairman at British Gas 
66 Gold: Monopoly in the making? 
67 Economics focus: The burden of national debt 
68 Nuclear war and savings 
71 Better times for Basque country 
11 Mondragon co-operates to prosper 
72 Africa's blooming entrepreneurs 
72 America's carmakers revive 
74 Sex, style and selling cars 


FINANCE mE 
75 Opening up Japan's short-term money markets 
16 Yokohama's slippery silk exchange 
19. Market focus: Japanese warrants weaken - 
80 Too much power for America’s FDIC 
81 The imr’s dodgy debtors | 
81 The break-up of British relationship banking 
82 Bank of America reborn 


SCIENCE AND TECHNOLOGY | 
85 What the fusioneers may have found i in Utah 
86 The brainpower of early man 
86 Save power by predicting lightning - 


| 9f Are doctors biased against medical research? 


-ECONOMIC AND FINANCIAL INDICATORS | 


107 Output, jobs, prices, commodities, bourses, in- | |. 
terest rates, trade, currencies, plus a closer look - 
at incomes in Latin America and East European ; 


debt 


.BOOKS AND ARTS 
89 The new OED: Ten-stone wonder 
90 When Japan fought Russia 
90 Richard Feynman's physics 
91 Paul Simon's campaign 


OL The hits and misses of Francis Ford Coppola 


91 Cardinal Newman, saint or turncoat? 
92. Villiam Golding's song of the sea 

92 An architect called Piano 

93 What Charlie Chaplin left behind 


LETTERS 
6 Letters on the World Bank and mr, blasphemy, 


private health care, a Canadian Hongkong lead | 
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Softly protecting America’ 
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Relapse in Chine 
Economic disarray and politi 
deadlock threaten reform, 


they have harnessed 
|i ofthe stars, page 85. 
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Twins that won't tango 

SiR—Às a former senior finan- 
cial adviser at the World Bank, I 
think your diagnosis of what ails 
the World Bank and twr (March 
lth) is partially correct; the 
remedy naive. Marrying, for this 
purpose, two institutions with 
temporarily misplaced wits is 
aft. The joint ("Funk'?) unit 
Ou propose is an historic anom- 
y. It defies 19th Street notions 
of bureaucratic propriety and 
ommon sense-at the same time. 
/hat's the alternative? The 
und is neither financially nor 
on itutionally equipped to 
eal with what is now no longer 
crisis of debt but of develop- 


/orld Bank is. That is where the 
nus for "working out” the debt 
roblem should clearly rest— 
ot in some jointly administered 


‘Stil, ‘the Fund has more ex- 
ience than the Bank in cer- 


olicy analysis though it hasn't a 
about how to go about ad- 
nid successfully in a develop- 
ing .. country environment. 
Toughness, rigidity and staff ar- 
ogance—which usually accom- 
any false notions of "intellec- 
al superiority —hardly equip 
it for that task. The Bank was 
once better at getting developing 
countries to do things right, 

ven if it did take a lot longer. 
Since 1982 it has been much too 

asy. trying to emulate the 
—thoroughly screwing it- 
If (and its borrowers) up in the 
rocess. The lesson of ah this? 
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The Fund’s analysis on ex- 
change rate and monetary policy 
should certainly be used by the 
Bank in its dealings with debt- 
ors. But the Fund, which be- 


haves as if creditor interests are 


the only ones damaged by the 
crisis, should be kept as far away 
as possible from dealing with 
debtor countries directly unless 
more riots in Caracas, Buenos 
Aires, Lima and Sao Paulo are 
felt to be necessary. KS 
Your offering facile 
"bandaids" to stem arterial 


haemorrhage is unhelpful. Your 


joining lustily in the chorus criti- 
cising debtor unwillingness to 
adjust (under impossible circum- 
stances) is worse. Ít ignores the 
massive outflow of money from 
debtor to creditors in 1983-89, 
That, not inadequate adjust- 
ment, has been the main reason 
for the debt crisis worsening. 
The debt problem, with us for 
seven years now, promises to lin- 
ger for decades if "voluntary, 
market-based’’ schemes are to be 
the next approach to salvation. 
The Bank cannot "manage" 

the debt crisis from here on, 
without help from a (long over- 
due) debt restructuring facil- 
ity—which The ^ Economist, 
among others less sensible, has 
obdurately opposed. Nor can it 
attempt that task impeded by an 
incompetent management and a 
talented but thoroughly demor- 
alised staff. A leader must ur- 


gently be found for the Bank 


who has some idea of what the 
Bank should be doing and how. 
“Mr Pliable” is no substitute for 
"Mr Capable”. If such a leader 
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pan. That would. he 
more than “Funks’’. 
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Si&—Unfortunately, the re- 


organisation of the World Bank | 


in 1987 was done in isolation 
and senior managers did not ad- 


dress the need for structural rela- 


tions with the me. A key area for 
linkages is the economic work of 
the two institutions. There is no 
rationale for both to. undertake 
independent 


ports and policy papers. | believe 
that it is time to contemplate 
some kind of merger of the eco- 
nomic departments of the Bank 
and the IMF. 

Canterbury, 

Kent K.V.S.K. NATHAN 


Guests under the knife 


SiR—You say (February 18th) 
“The patients spend five nights 
in the Berkeley Hotel. Instead of 
being confined to bed..." In 
this corner of British Columbia, 
typical cataract patients under 
15 years old (and without some- 
thing like a heart problem) ar- 
rive at the hospital at 8am, have 
à local anaesthetic, followed by a 
laser job that removes the cata- 
ract and implants a lens. They 
are released and have a damn 
good lunch at their favourite res- 
taurant at lpm on the same day. 
. Even those that are 90 years 
old or who are considered “‘sen- 
sitive” for other reasons, stay in 
hospital for only two nights and 
then go home. And they do fan- 
tastically well. Five days in a ho- 
tel, indeed. No wonder Britain's 
health plan is in trouble. 

Sechelt, 


British Columbia JOAN PHEASEY - 


A Canadian Hongkong? 


SiR—]Judging by what happened 
in Shanghai when the commu- 
nists took over, China will take 


over financial control in Hong- 
kong in 1997 and the banks will 


be nationalised overnight (Feb-. 


ruary 25th). 


Put yourself in the position of 
a wealthy Hongkong resident. . 


You do not want your bank bal- 
ance nationalised. You get your 
money out. If in business, you 
export and somehow get pay 





e šad establish residence in Can- 
Percy Mistry | 


economic work 
and pass out separate country re- 


trial. 


dE New Mines and SUOnger 









ada or elsewhere. There were re- 
cently found to be 20 or so 
Hongkong. people claiming one 
small Toronto house as their 
residence; | 
When. " Hongkong is empty, 
he money has es- 
vith the people who made 
it, rebuild it if you can, China. 
Clever Hongkong will establish 
itself somewhere else to service 
the mainland—perhaps Taiwan 








_or British Columbia. 
"Toronto | 
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God's law 


Sirn— You say (February 25th) 
"That version of blasphemy has 
been invoked only once sii 

the 1920s: i in the 1978 Gay Ne... 
" True, in the sense of 
áppearance before the courts of 
the land. But, in a more informal 
court, in 1953 (or possibly 1952) 
the editor of Granta was sent 
down, and the magazine sus- 
pended for a year, for publishing 
a poem that the Cambridge. Uni- 





versity ^ authorities - ` judged 
blasphemous. 
Westmount, 
Quebec A.C. LEMAITRE 
Base metals 


SiR—Do you not feel that there 
is something unacceptably 
mineralist about the strictures 


on lead voiced by a lady called 
Silbergeld (February 25th)? 


Hexham, 


Nothunbeland JF P. Ricwanos 












Markets 


is the gold market entering à new 
era of oversupply? Or does the 
present gold price weakness. | 
reflect a widespread misreading of | 
the fundamentals? This Study sets 
out a detailed forecast of world 
gold supply and demand year by 
year to 1992 with alternative 

| Scenarios and projects the likely 
lower limit for gold prices over the 
period, — NEM 

Price including postage: UK & Europe £140: 
North America US$295; Rest of World £143. 
The Economist Intelligence Unit 


| Marketing Dept (EDV) 215 Park Avenue South 
40 Duke Street Mew York, NY 10003 

London WIA 1DW, UK USA 

Yel; 01-493 6711 Tet (212) 460 0 0600 
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E INTERNATIONAL LIVESTOCK CENTRE FOR AFRICA 
CENTRE INTERNATI IONAL POUR L'ELEVAGE EN AFRIQUE 


2 -— ABABA, ETHIOPIA 


- INTERNATIONAL 
ANES OCK CENTRE 
FOR AFRICA 


CATTLE RESEARCH 
_ NETWORK CO-ORDINATOR 


VACANCY INT/005/89 
GENERAL 


he international Livestock Centre for Africa ULCA), with headquarters 


“research organisations which are supported by the Consultative Group 
‘on International Agricultural Research (CGIAR). The r has re- 
-search activities throughout sub-Saharan Africa and regional offices in 
“Kenya, Nigeria, Niger and Mali. 


-CA's major activities are research, training and information, and its 
<c goal is to achieve measurable and sustainable increases in livestock 
Output in sub-Saharan Africa. . 4 


With purpose-built offices and research facilities on a large landscaped 
..site close to Addis Ababa's international airport, the Centre's headquar- 
fers provide à pleasant working environment and sports and leisure 
-< facilities. The city, which enjoys pleasant weather throughout the year, 
vm has a large, diverse expatriate community and diplomatic missions from 
more than 75 nations. It is also the seat of the Organisation of African 
Jo Unity (OAU) and the United Nations Economic Commission for Africa 

 "IUNECA). There are several international schools covering American, 
©. British, French, German and Italian systems, among others. 


POSITION 


| Main duties of the Co-ordinator, Cattle Research Network will be: 
C Plan and co-ordinate regional and sub-regional research on cattle. 
= Guide and assist national scientists in planning and carrying out 
pn tegional/sub-regional programmes. - 
ma Assist national scientists in the analysis and interpretation. of 
A . experimental data. 

—— ud alle and run workshops and seminars. 
— Solicit material for and edit the Cattle Research Network Newsletter. 
— Conduct library searches and assemble a data base on cattle 
' research. 
"a Prepare the annual programme of work for consideration by the 
. Steering Committees of the Cattle Research Network. 
— Prepare an annual report on the year's activities for evaluation by the 
steering Committees. 


. QUA LIFI CA TIONS 


— A senior scientist in the discipline closely related to cattle research 
with a minimum of post-graduate training at PhD level and with 
several years experience in a developing African country. He/she 
^^ should also have administrative experience. 
— Should be able to work effectively with professionals of disciplines 
- ^ with the Cattle Research Network in a multicultural setting. 
— Should be able and willing to travel extensively, . 
: Should be fluent in written and spoken English and/or French but 
with the ability to learn the other language quickly. 


lary and related benefits are paid in US$ and will be in line with 
comparable. international. organisations. initial salary will be deter- 
mined by qualification, and experience. 


Applicants should send current curriculum vitae, recent salary history, 
mes and addresses of three professional referees and photocopies of 
supporting documents (not returnable) before May 30, 1989, in 








Said ee 


n Addis Ababa, Ethiopia, is one of the 13 international agricultural, 


for Development 


A fundraiser is — for INSEAD, the leading 


Perth PH2 6QW, Scotland. 


Confidence to: Se Resor) Manage ILCA, PO BOX 5689, Addis 





. ASSISTS. 





TO INCREASE PERSONAL EFFECTIVENESS 
ENTERPRISE AND ENJOYMENT 
NI 
To begin the confidential:p process 
book an exploratory meeting with — — 
Peter Gardiner-Hill or Peter Needham. 
Even the coffee is excellent! — 





16 Hanover Square, ous AL 
London WIR 9A] — DEVELOPMENT 
01-493 5239. . CONSULTANTS 








CTOR 


European international business school, located i in Se 
Fontainebleau, just outside Paris. The ap will 
be based in Fontainebleau and have responsibil ity for 
North American companies, foundations and individuals. 
Accomplished interpersonal, motivational, 
negotiation and marketing skills and the ability to apply 






‘them at the highest level are essential. Experience in 


higher education, fundraising and the European and 
United States environments would be advantageous. 

Salary is negotiable but likely to be in the region 
of FF300,000. 


For further details contact =f 4 i8 16 YEARS 
INSEAD, c/o Mulholland Ltd, CE E 
Fundraising Consultants, 
6 The Acres, Scone, _ 










sane ois 52742. 











year ay bs The programme was ndi the top rating for ndis. 
r of quality and innovativeness in a recent independent survey of European - 
MBAs conducted by The Economist. 




















An integrated approach to developing general management skills and visionary <4 INT 
leadership qualities based on Ashridge's extensive experience in this area. gu 











cognis : 
and the inscia dd now ps a copy of the prospectus v which gives s fal. 


details of the distinctive Ashridge MBA Programme. 
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To say that Alcatel offers the most adva 


To get the full picture of Alcatel's technological 
expertise, you have to look that little bit further 
than the earth beneath your feet. Because, right 
now, Alcatel is continuing to conceive, design, 
build and service the most advanced systems in 
every area of communications. 

From satellite systems, including the prestig- 
ious, multi-national Intelsat VII project, to undersea 





cables, such as the 2,500 kilometre link constituting 
Tasman 2. 

Yet, retaining a position at the very forefront of 
communications systems technology takes more 
than just expertise and inventive inspiration. It also 
takes money. And a good deal of it. To date, Alcatel 
invests some S1 billion every year in Research 
and Development. 
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1 technology on earth is not strictly true. 
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In doing so, Alcatel is perfectly positioned 
o design and manufacture across the full, yet 
ver-growing range of communications systems. 


Y 

These include Public Network Systems, Trans- 
nission, Business Systems, Cables, Network ALCATEL 
:ngineering and Installation. 


It's a commitment that is destined to take Alcatel 
well into the future. No matter where the future lies. 





Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands 
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The Tees. and Hartlepool Port Authority ‘operates the UK's 
second largest port in terms of tonnage of goods handled; the 
















sailing of most of mainland Europe and Scandinavian ports. 
Both are vital to Teesside commerce. British Steel at Redcar 
sends 25 per cent of its exports through its own Teesside facility. 
Phillips Petroleum's Norsea terminal, largest of its kind in the 
world, processes and redistributes all the oil from the Ekofisk 
field. Nissan UK distributes cars for the UK market direct-to- 
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1 gateway to Eure 


premier UK port for volume and variety of bulk liquids passing. 
through; the major entry and distribution point to the UK for 
- base chemicals. Teesport and Hartlepool are within 24 hours’ 


vives 











pe | 


decl from a purpose- -built terminal. ICI's Bill T" wharves. 
account for 400 ships a year. The Tees Offshore Base reaches. 
into the future of offshore mineral exploitation through its. 





advanced subocean technology complex. In providing faciliti 


for these and many others, the Tees a -Hartlepool PL. 
Authority has built up a formidab h al expertise. An 
expertise which is ready to serve ‘new port-related industries on 
Teesside. To find out more contact Duncan Hall, Chief 
Executive, Teesside Development Corporation, Tees House, 
Riverside Park, Middlesbrough, Cleveland TS2 IRE. Tel 0642 


230636. Fax 0642 230843. 
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THE poate courtesies will nd di i 
-A course. Butas Israel's prime minister po- 
litely smiles beside George Bush in Washing- 
ton next week, everyone will know that the 
„warmth is ebbing out of America's friendship 
with Israel. In this cooling many discern a new 
American realism and with it a precious 
chance for peace | setween Arab and Jew in the 
ddle East. T rm Yet peace is by 
aa, means i Š 














16th. boum Mr Bush tha permanent Israeli 
rule « over th bs in those areas is not merely undesir- 
able— previous American presidents knew that—but un- 
workable. Yet Mr Yitzhak Shamir will not talk to the Pales- 
tine Liberation Organisation, the one body capable of speak- 
-ingon the Palestinians’ behalf. He says that Israel cannot pull 
out of the lands it captured in the war of 1967, lest they be- 
come forward bases for the next Arab onslaught on the Jew- 
ish state. The Americans disagree. They have been talking to 
the PLO for four months, ever since Mr Arafat said he re- 
nounced terrorism and recognised Israel's right to exist. The 
. Americans believe that only by giving up the occupied lands 
can Israel earn the peace that has eluded it for so many years. 
When a superpower disagrees with its client, the client 
generally gives way. For the Palestinians, loosening the em- 
ace between Israel and America has been a momentous 
acnievement, dearly won. More than 400 of them have been 
killed in the uprising. Many Palestinians understandably as- 
sume that they have finished their part of the job and that 
they can leave America to do the rest. Actually, the Palestin- 
ians are still only half-way to independence. They have mili- 
tantly persuaded the world that Israel cannot stay in the occu- 
pied territories for ever. Now they must tactfully persuade 
Israel that it is safe for it to leave. 


l The potency of fear 

Why should the Palestinians, who think they are the injured 
„party, worry about the safety of Israel? Because, if they do not, 
-the occupation will continue. From a distance, Israel appears 

under great pressure. The uprising is destroying the country's 
- tourist industry, cracking the spirit of its army, repelling for- 
. mer friends. Nothing suggests that the revolt is about to end. 
It is far more likely to gather strength. Already, in Greater 
ael, more than half the children under the age of six are 
s, not Jews. Within 20 years or so Jews will have become a 
y in their Jewish state. Surely Israel has no alternative 















Camp David peace with Egypt, then did his utmost to i 

































but to withdraw from the area th 
Arabs? di 
That is the view from n n 
Israel. Even there, the arguments 
drawal are gaining strength, but th 
formidable pressures to stay. They d 
rive only from the deep attachmen 
Israelis feel for the biblical lands th 
Judea and Samaria. Simple fear matt 
When asked what they believe th 
aspiration to be, seven out of ten Isr 
that the Arabs want to conquer Israe | 
out of ten think the Arabs want not just to conquer. Israel b 
to annihilate much of the Jewish sepia as well. | 
















This is not an argument ir Vries i 
alone, Mr Shamir will not make Israelis feel c ca 


ages their fears. The" revisionist’ " brarid of Zionis : 
Likud party represents has always put a mystical lov 
land above the love of peace. In 1948, at Israel's found 
revisionists raged against David Ben Gurion becaus 
state excluded the West Bank. Mr Shamir voted 





Palestinians the limited self-government that Camp Davi 
fered them. Lately, even though his own intelligence 
have been telling him the opposite, he has been declaring t 
Mr Arafat's promise to leave Israel in peace inside its p 
1967 borders is “a monumental deception”. 

Án American president who trusted in Mr Shamir 
bring peace would have a long wait indeed. The difficulty 
that Mr Shamir is not just boss of the Likud: he is 
prime minister. So if Mr Bush wants Israel to yield up land fo 
peace, and unless he and Congress are willing to impose ex 
traordinary punishment on Israel in order to break 
Shamir’s will, he must help create the circumstances in w 
Israelis choose a different leader. 

Changing minds takes patience. Many sie al 
the various outsiders who expect an invitation, would lik 
Bush to convene an international peace conference o 
Middle East. At some point such a conference could 
drawing the Russians, and through them the Syrians, 















































the Palestinians demand and what Israel is willing t to give is 
still unbridgeable. If it were held now, an Israel-versus-the 
world conference would encourage the PLO to stick to its max- 
mum position—full independence, right away—while in- 
creasing Israel’s sense of beleaguerment. In such circum- 
stances Israelis are liable to unite grimly around their 
rejectionists and prepare for a siege. 


nside Israel that are already dismembering Likud’s dream of 
perpetual occupation. Despite years of subsidies, only a trivial 
number of Israelis have made their homes in the occupied 
reas. Since the uprising, their friends have stopped making 


O, provided Mr Arafat keeps his promise to give up terror- 
sm. The Labour party, which went uneasily into coalition 
with Mr Shamir after last November’s knife-edge election, is 


: orbachev S vote 
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Vi at ift d at appetite grows? 
^ OME kicks, some compliments, but Mikhail Gorbachev 


AJ can count on one gain above all others from last Sunday's 
election to the Soviet parliament: the gee-whiz factor. Excite- 
.ment among ordinary Soviet voters at their first chance in 
more than 70 years to choose between candidates in a big 
lection has been matched only by the western world's mar- 
zelling at the spectacle. Seeing the Soviet Union go through 
n election where not everything goes the government's way 
makes Russia seem a bit more, well, like us, doesn't it? 

-Mr Gorbachev did not hold his election to impress the 

lest. But the outcome could help him with some of the other 
ings he has set his heart on, such as more arms-control 

$ with America, a more welcome role for Russia in 
rld's trouble spots and easier trade with the West. A 
e democratic-looking Russia might also be a more wel- 
e neighbour in thè “common home” Mr Gorbachev 
ants to build in Europe. Alati however, nothing d in 
election i is quite as it seems. 





ie winnowing of the conservatives 

all the excitement, Sunday's vote failed the central demo- 
tatic test of any election: that in it the voters should have a 
hance of changing the way the country is run. Sunday's win- 
ier was never in doubt. Nearly 9096 of the candidates were 
ommunist party members. The party could afford a few mis- 
ps and still expect to keep a grip on the new parliament. 
ortly before the vote, Mr Gorbachev rubbished any idea of 
multi-party democracy for Russia—one that would allow 
hoice between competing political philosophies, not just 
andidates—as just that, “rubbish”. But that did not mean he 


tween party members who are broadly. behind his reforms 


14 





“threatening to march 


There is a better way. It consists of encouraging the trends . | do mos 
- to coax Israel towards peace. They can take immediate steps, 


visits. Meanwhile, Mr Arafat's leap to moderation has had its _ 
mpact. In opinion polls over half of Israelis questioned say ^ 
hey are willing to let their government negotiate with the: 


he peop le of Russía have enjoyed knocking some individual Communists down. 


as dismissive of the idea that voters should distinguish be- 


and advocate talks with the PLO. 
Next week Mr Bush can increase this momentum by tell- 
ing Mr Shamir plainly that America will no longer support 
endless Israeli rule over 1.7m people. who bitterly reject it. He 
cannot force Mr Shamir to sit at the peace table with Mr 
Arafat; but Israel talks to America, and America now talks to 
the PLO. That, in all but name, is an indirect negotiation 

through which the Americans can tug the two parties closer. 

Yet it is still the Palestinians themselves who cai i 









like ending their pointless guerrilla raids from Lebanon, and 
renouncing their "right of return” to former homes: inside 
Israel proper. Beyond that, they must accept that indepen- 


. dence, when it comes, will mean a demilitarised. state; and 
that progress towards independence may have to await, many 
| years of confidence-building, during which Israeli troops dis- 





engage from much of the West Bank but stay dug in along the: 


- Jordan river. For a stateless people, this is bitter compromise. | 


It is the only way to achieve the freedom they deserve. 














and those who merely pay them lip se service. a \ And here, for the 
most part, the voters obliged him. _ 

After four years of seeing his plans for du sabotaged 
by party placemen in the provinces, the idea of having more 
than one candidate per seat, even if it pitted Communist 
against Communist, was a deliberate ploy to flush out the 
perestroika-talkers from the perestroika-toilers. In some places 
it worked. At least two dozen prominent party men across the 
country were thrown out: not a lot in an election involving 
1,500 seats (see page 43), but a discerning rebuke to the con- 
servatives. Some of the casualties had tried to duck the chal- 
lenge by standing unopposed. Cheated of their. choice, vot. 
struck them off anyway. That was really a vote against t. 
parts of the party standing in the way of perestroika. 

All that could be good for Mr Gorbachev, so long as he 
can keep control of perestroika and so longas he can, literally, 
start delivering the goods. The party took its biggest knocks : 
in the big cities like Leningrad, Moscow and Kiev, where . 
queues for everything from food to washing powder have : 
grown longer, not shorter. Mr Gorbachev. saw that protest 
vote coming. Last year he switched priority to consumer 
goods, food and housing—the sorts of things that give ordi- 
nary folk the feeling that perestroika really works for them. 
But unless more goods come into the shops, the party may 
take an even bigger knock next time. — — 

In the Baltic republics, where reform has. gone farthest 
and fastest, Mr Gorbachev was no doubt relieved that a fair 
number of party high-ups survived the vote. Even so, most of 
those who did were the ones who have supported awkward , 
demands for more national autonomy. They will find: 
ral parliamentary ally in Mr Boris Yeltsin, popular hero, but 
bane of the Politburo for his. attacks on d his 






















tin the Kreml 
in the face for Mr Gorbachev, who had sacked him 
Politburo and ditched him as Moscow party boss. 

r Gorbachev won more on Sunday than many people, 
ling The Economist, thought he would. He lost some 
One disconcertingly clear message was that the Russians 


TO versus Euro 












ith nearly a wanta a better life. True 
in’s front yard. That was a pet- 












they still see 
nist party to provide it. But maybe: not t for ong. On Sunc 
the voters were allowed, for the first time, to take a swipe 
individual Communists and watch them tumbl e. If one-pa 
perestroika doesn’t produce, that could be an uncomfortabl 
precedent for Mr Gorbachev to have set. Gee-whiz c coul 
prove hard to stop. 


‘ale 









men now keho aspire to M N the 
eon DE with NATO. 






'equency, usually as if there were no 
/ould be valuable, and often as if it 
already existed. It doesn't. There has never been a coherent 
European component of NATO. The alliance is made up of 16 
separate sovereign entities: one giant and 15 pygmies. The 
United States has provided a nuclear guarantee, political 
leadership and the commitment of some ground forces to the 
defence of Western Europe; the pygmies have provided the 
vast majority of the forces involved. 
has worked remarkably well. But hinge 
pared with the United States, the Euro- 
h ticher pygmies than they were when 
led. Some Europeans believe that Eu- 
rope as a whole should now have more influence on alliance 
policies. For their part, many Americans seek to cut their con- 
rribntion to NATO in order to save money; they think it would 
sier to deal with a unified NATO Europe—whose GNP, 
it a single country, would roughly equal that of the 
United States—than with 14 sometimes awkward individual 
nations.’ So. on both sides of the Atlantic there is some sup- 
port for a European NATO body that could treat with the 
U United States on more-or-less equal terms. 
. It is by no means certain, however, that a European orga- 
ipn ihi arc erii. would didam an improve- 

























n = EATE the EEC a take on, or xr formally reject, the 

functions of a European defence group within NATO? 

.: One difficulty is that European memberships of the two 
ubs are not identical. The EEC includes neutral Ireland, and 

ay yet include neutral Austria. It lacks Norway and Turkey, 

‘guardians respectively of NATO’ s northern and southern 
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contribute to the workings of NATO. Pessimists believe 


aims and preoccupations as varied as the EEC's doing. 


flanks. Rimke both countries may join the. EEC 
day— Turkey has already applied— but not soon. c We 
The ulterior goals of the EEC have always been political: 
end to the divísions in Western Europe that have brought 
to most generations of Europeans in modern history an: 
ten to others too. The EEC's eventual destination is ol 
but progress towards whatever it is undoubtedly in 
forging common policies not just on trade but also on foreig 
and security policies. The Single European Act, which mad 
the 1992 project possible, enshrined EEC co-operation oi 
such matters. Security policy is already straying into defence 
Optimists say that a common EEC defence policy co 










































would not survive. They envisage members of a club. 


with each other that would jeopardise the common defence 
we'll (reluctantly) back your neutralist stance on this, say 
you back our regional-policy stance on that. It would only 
matter of time, say the Dn ERE before American patie | 
ran out and NATO split up. | | "T 


The WEU to the rescue? 


Hence the search— particularly when the: EEC was in t ned d 
drums in the early 1980s—for another base on which to 
the European pillar. One possibility is the Western Europe 
Union. Its members, too, are different from NATO’s Europe 
ones: Greece, Turkey, Norway, Denmark and Iceland - 
missing. It would require big changes in organisation a 
structure. But it has the virtue of having been dedicated sol 
to defence matters, and is based on a strong treaty that bine 
its members to fight for each other if attacked. 

To the two central questions, then, the a nswer 
western defence probably does need a European p pillar 
flect the way Western Europe has evolved, but that T 
the EEC nor the WEU yet qualifies to support it. Americ: 
bound to remain ambivalent: hopeful that Europe will b 
more of the burden of its own defence; worried that this n 
involve a more assertive Europe whose defence interests f 
diverge from America’s. Equally, the EEC’s members will ir 
creasingly confer on matters of security and thus jointly d 
cide where their defence challenges of the future lie. Th 
two givens will have to be accepted and reconciled to sustai Y 
still-priceless alliance. | 





































ed, has Rares aa up interest rates D he m a 
ilf percentage points over the past year. Britain's short-term 
ites are five points higher than in last April. There are signs 
t demand is slowing at last, but consumers remain free- 
ending in both countries. Wall Street has been quick, too 
uick, to conclude that Mr Greenspan's efforts are a flop. 

.. The markets could prove right for the wrong reason. Rais- 
g interest rates may be a less adept way to restrain demand 
han has been hoped. Mr Nigel Lawson, Britain's chancellor, 
Iks of interest rates as a precise instrument: easy to target, 
uick to act. That is what a blunderbuss looked like in 1650, 
. it soon became too crude. Before financial deregulation, 
when i interest rates on deposits and loans were capped, a rise 
rates could force lenders abruptly to cut off their loans. The 
impact on consumer spending was sure and sharp. Today, its 
effect is spongey, with unpredictable lags and nasty effects 
elsewhere in the economy. 


Pain and pleasure 
One snag in America is that households have more savings 
earning floating rates of interest than debt paying them. Even 
though a rise in interest rates can discourage new borrowing, 
it leaves households in general better off. Only a quarter of 
merican home loans have adjustable interest rates, and 
ost of these are changed just once a year with a maximum 
se of two percentage points each time. Depositors, by con- 
ast, enjoy higher rates almost immediately. So, in the short 
rm, higher interest rates may help to fuel American con- 
imer spending, while investment by American companies in 
plant and equipment can be hit almost immediately. 





Y YO NOT p: nud into believing that Japan has been re- 
7 pulsed - from advancing into making aircraft. The 
jigging of the deal by which Japanese firms will develop 
jeneral Dynamics’ F-16 fighter aircraft into the rsx for Japan's 
air force (see page 65) may look like a success for the Bush 
administration’s new techno-trade machismo. American 








merica must rethink how bes to protect its innovative strengths 





At first sight, Britain seems different. Mos mortgages are 
at floating tates of interest, so households are now big net 
debtors of adjustable-rate assets. However, two-fifths of all 
home loans have their interest rate changed only once a year. 
Some Britons will find the cost of their mortgages jumping by 
more than four percentage points on April Ist. Have they 











already tightened their belts in anticipation of this horror, or 


is the shock for them, and those who sell to them, still. to 
come? Nobody really knows. High i interest rates. certaintyd do 
squeeze demand, but at what rate is anybody's guess. 

In most of the big economies, the policymakers' best bet 
now is to wait for the higher rates to bite. But financial mare 
kets, spooked by inflation, may have less patience. If W- 
Street forces Mr Greenspan to raise rates again, the impact 
may not be felt for six months or more, by which time the 
American economy could already be sinking into recession. 
The risk of world recession from such monetary overkill is 
quite high. Other countries would feel driven to match Amer- 
ica's interest-rate rise to support their currencies and to avoid 
importing inflation. — . CIL : 

. There are two lessons for governr n 
tuning. Given the lags, inching up interest rat a 
point at a time is absurd. Higher rates have more clout for. 










each percentage point if increases are bold—choking con- 


sumer demand by dousing expectations. Second, ‘interest. 
rates cannot be the sole controller of demand. Fiscal policy. 
needs to play some part. President Bush’s refusal to raise taxes 
means that interest rates are higher than need be, and with 
them the risk of world recession. In. Britain, the markets 
would find Mr Lawson more convincing if he conceded that: 
the main reason for his budget surplus is a need to restrain 
demand. If the economy s slows too Inm hew wi in need tones 





the Atlantic, it is Ape ci to mache ep. 
with one hand tied. behind your k back. 








firms will get export contracts to. men to. S A fim lisse 
firms will get smaller scope to poke their noses into Ameri n 
military-aviation software. But while American officials are 
right to seek tough bargains for their advanced technology; 
they are wrong to think their prickliness will protect. Ariete 

can high-technology fioi the creative Japanese... So | 
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novation ager fits the simplistic 

w to which America clings: of basic research 

applied research, leading to technological develop- 

to new products, Today’s successful innovation 
blending of skills, best described as technological 
on. Japan’s microchip industry gained pre-eminence only 

fusing the know-how of camera makers (who developed 
ew ways of printing microcircuits) with that of crystallogra- 
ers (who perfected the purest of silicon wafers) with that of 
ilders (who had learned how to make rooms dust-free). The 
ine of innovation has curled into many circles. No longer 
oes control of access to one bit of technology necessarily 
heck the progress of others. 

_- So America needs new ways to gain advantage from its 

‘strengths. A prime source of friction is the different way it 

. and Japan look at intellectual property rights. Japanese be- 

. lieve that ideas belong to everyone. To Americans, property 

. implies th ight to exclude. Thus America protects the rights 

: tors, Japan the rights of its users. Even before the 

Ye a political issue, the two countries were sniping at 

zh other over who owns what in high technology. A recent 

ample i is the Intel-v-NEC litigation over microprocessor de- 
here will be more such cases, and American firms 
€ dbe in the dock. Japanese lawyers are set to have a field 

-day when Americans try to break into the $30 bil lion-a-year 

- market for high-definition television. Five years ahead, Japa- 

.. nese firms have patented much of the key HDTV technology. 

. . To stop such high-tech sniping escalating out of hand, a 
small, a middling and a big thing need to be done. The small 
one is to agree a standard form of patent acceptable in Amer- 
ica and Japan (and Europe, too). The middling one is to ex- 

+ tend the definition of what is patentable to processes and ser- 

. vices. The big one is to devise a better way of protecting 
software—the sticking point on the Fsx, the main issue in the 































Intel-NEC case, anda prime source of future grievance because 


. it is America’s most precious high-tech commodity. — 
< Unlike hardware, which is protected by patents, software 
a generally comes under copyright law because writing software 


Church unmilitani 

















NE David fenis does not believe that the Virgin Mary, 
the. mother of Jesus Christ, was a virgin at all. He does 
: believe, as the Christian creed asserts of the crucified Je- 
sus, that “the third day He rose again. '—at least, not in the 
h. Read his reply to the inquiry "Who was Jesus?" in a 
ewspaper last Christmas, and you will find no ae of belief 
iat the man Jesus (“impossible to classify") was also, as that 
eed claims, “very God of very God” or indeed God in any 
sense whatever. 

Such views are not odd. Billions of people, if they ever 
ought about it, might say much the same—Muslims, Jews, 
gnostics, atheists, even some who call themselves Christians. 
nd e could all be righe. V Whati is odd is that this is not just 








T he Church of England needs confident P ET PERT bishops of disbelief 





the: recasting of known information in an n origina way 
programmer using computer language much as an at 

English. Unfortunately, in such a fast-changing discipline, 
protection that copyright provides is too prolonged (50 yez 
in most countries) and insufficiently rigorous. Program 
can invent new language worthy of patent-like protection, 
copyright gives them no more of it than an author gets f 
word he has invented. In the Fsx dispute, American trad 
cials were not prepared to entrust protection of the sensi 
computer language for the fly-by-wire software to their | 
country’s copyright law. 


Software, soft touch 


Yet a switch to protecting software with patent bu wi 
work, Software is generally neither novel nor non-oby 
two requirements enshrined in all patent law. To pater 
would be akin to patenting mathematics. Some compa 
are quietly both patenting their innovations and copyrigl 
them, hoping that case law will eventually sort out the mes 
is unlikely to sort it fast enough to encourage innov 
while quelling techno-squabbles. , 

A half-way house is therefore needed for software. | 
device could be a "soft-patent"': to give copyright-like pt 
tion to new software, and patent-like protection to an Oi 
nal ideas behind it. This should not exclude other si 
publishers from using the common knowlege and standai 
techniques embodied within the software. The soft-paté 
holder would have the right to license others to import, 
produce and distribute the program as originally conce 
The life of a soft-patent should last for ten years at most. 

In its Semiconductor Chip Protection Act of 1984, Ame 
ica has a model for devising such law. Applied to softwa 
would give American trade officials a more reliable defen 
weapon than threats to deprive trade partners of techr 
licences. Without it, the trade skirmishing that has brui 
the West's two ingest economies Jor a decade disk 





























































any David Jenkins. It is a bishop of the Cutis 
the Right Reverend David Jenkins, bishop of Durham. 
Unsurprisingly, his Easter message of disbelief in a 
cal resurrection has earned him criticism. Some of t t 
been foolish. Mr Jenkins's politics are left-of-centre, so 
been accused of Marxism; by people who perhap 
that "Blessed are the poor” is a phrase from Das Ka 
the nub of the criticism is entirely serious: let Mr 
think and say what he likes—but not asa bishop. ~~ 
He is bishop of a church that has gradually lost the 
tive will to decide and proclaim what it stands for. Mr Jer 
is not merely challenging, say, the biblical myth of crea 
some obscure detail of doctrine, or even some weighty 




















































ch has built up over centuries. His doubts attack the very 
eart of Christianity. Do his lips move, one may ask, as he 
cites the creed ——and if so, why? A man may doubt what he 
hooses. Even a Christian theologian may express his doubts 
rbi et orbi, provided he speaks for himself; and the churches 
ould be the poorer if they tried to prevent him as they used 


o in the past. But Mr Jenkins speaks as a bishop of his 
hurch. Why does that church let him! 





ondering where to go 

e formal reason is fair enough. The Anglicans, a worldwide 
hurch that has outgrown its home country, do not have the 
man Catholic concept of authority. No Pope tells them 
at to think and what not. An English bishop, once conse- 
rated as such, may think and act as he likes and a thousand 








e best place to train Britain’s teachers is in the classroom 


RITAIN'S education secretary, Mr Kenneth Baker, has 
LJ pushed through laws to revolutionise the way Britain's 
ildren are taught. He has not yet begun a comparable revo- 
ion in the training of those who teach them. Indeed, his 
mmediate task is simply to attract enough bright people into 
he job. School rolls will rise during the 1990s as the baby- 
'oomers' babies grow up, but the supply of new graduates will 
ontract. Most new graduates will not touch teaching with a 
argepole. A recent survey of the brightest school leavers 
ound that almost two-thirds of the boys and over half the 
Is disliked the idea of teaching. Relative pay has fallen as 
he demanded qualifications have improved—male teachers 
w earn 3% less than the white-collar average, even though 
»:y must have degrees. Women have more careers to choose 
m. Schools are thought to teem with unruly pupils. 

Part of the answer must be more pay for teachers, concen- 
ed in subjects and places where the shortage is worst. But 
Baker is also rightly trying to remove restrictions that dis- 
ge older people from taking up teaching. He proposes to 
schools to "license" people without the standard 
acher-training certificate, and some without degrees, over a 
O-year probationary period in which they receive some 
ining. That should attract people with experience of life 
yutside the staff room—from housewives to businessmen. 
At best, such recruitment will let in a breath of fresh air; 
worst, it will allow people who have failed in other jobs to 
rn to teaching as an escape route. By 1992 a school in 
acher-starved London may be so delighted to recruit a for- 
"export manager with a working knowledge of French 
at it will not fuss about his skills as a language teacher. In 
merica's New Jersey, a pioneering scheme to train teachers 
he-job appears to have produced satisfactory standards— 
xut the agencies that certify the courses also do the recruiting, 
iO hey have a vested interest in saying that standards are fine. 
| Fats Haprovemente of teaching standards will need reform 




















` chibishope an int ested limits—throw him out - 


or even make him ho d his tongue. = 

Another reason is less admirable. The Church dt erate 
is famously tolerant, but its tolerance is now near the point. 
where some of the faithful wonder why they bother. Witness . 
some reactions to Mr Jenkins's latest statements. One 
(friendly) bishop says believers must reckon with the fact— 
fact? how does he know?—that it was faith that produced the 
resurrection stories, not the other way about. One (critical) 
bishop regrets that the public does not have the ‘ ‘academic 
understanding” to put Mr Jenkins's views “in context”. Both 
archbishops made it plain in sermons that they disagree with 
him; neither found it needful to say, plainly, that he was talk- 
ing through his mitre and should either desist or resign. 

If the shepherds are like this, is it strange that the flock 
ambles around in circles, purposeless about where to go? 








of the way in which teachers are trained. Teaching’ in Britain 
is set to become harder and more technical as Mr Baker intro- 
duces his new national curriculum and the ambitious testing 
programme that goes with it. Teachers will now be required 
tO assess pupils according to precise standards set down by 

central agencies. The in-service training that teachers need to 
cope with these new demands is being boosted, but it follows 
on poorly from what would-be teachers learn at training col- 
lege—much of which is educational theory. 

Colleges still have a part to play. All teachers should hear 

what theory and educational research have to offer them. But 
they can hear it on day-release. Would-be teachers who know 
their subject well should be able to become probationary 
teachers without having to go to college first. The emphasis in 
teacher-training should be shifted clearly to:schools, both: 
side and outside classrooms. Such training would 
in the first two years, but would continue throughout a each 
er's career. Systems to provide it barely exist at present. 











Super-teacher 


To adopt this approach, the teaching profession will have to 
change: and the change should help make a teaching career 
more attractive. At present, a gifted classroom teacher has 
little prospect of promotion except to an administrative job. 
A better system, already tried in a few school districts in - 
America, would allow good, senior teachers to become like 
hospital consultants—better-paid specialists deployed. to 
tackle a school's most demanding teaching problems, with an 
important role in training teachers. -Probationary teachers, in 
turn, would be like hospital interns, watching, assisting and - 
learning from their most competent colleagues. The new 
teaching consultancy posts would give anyone wanting to. 
teach as a career, rather than manage schools, a Spaeth job 
to aspire to, with status and pay to i 








No answers this dina rae Zhao or Li 


When the reforming spirit flags 


FROM OUR CHINA CORRESPONDENT 


HE "interesting times’ that the prov- 

erb wished as a curse are China's again. 
Economic disarray and political deadlock 
have been feeding off each other for the past 
couple of years. Both are getting worse, and 
the longer they defy cure, the greater the 
risk that China will lose all remnant of the 
reforming spirit which moved it for the de- 
7^de after 1978. 

The annual session of the National Peo- 
pie s Congress, China's parliament, ended 
this week. There was consensus in public 
but bickering and factional fighting in pri- 
vate. The leadership's next chance to make 
things uninteresting again will come with 
the much postponed meeting, perhaps this 
month or in May, of the Communist party's 
Central Committee. But nothing definitive 
is likely to emerge before the senior men's 
summer conclave, full of off-the-record argu- 
ments, at the beach resort of Beidaihe to de- 
cide policy for the following year. The calen- 
dar is dismal for a simple reason. None of 
China's political luminaries has a convinc- 
ing remedy for its economic woes. 

The behaviour of China's paramount 
leader, Mr Deng Xiaoping, is one sign of 
how tense things are. Mr Deng did not at- 
tend the opening day of the congress, so he 
missed the government work-report pre- 
sented by the prime minister, Mr Li Peng. 
But Mr Deng, looking fit for all his 84 years, 
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did remark for public consumption that 
China's neglect of education was “a princi- 
pal mistake in the past ten years”. 

The father of the reformist decade thus 
made it clear that he has no intention of 
backing the conservative impulses of Mr Li, 
who was head of the State Education Com- 
mission from 1985 until he became prime 
minister last year. Likewise, Mr Deng may 
not have been humbly taking the blame but 
instead pointing a finger at his conservative 
opponents when he referred to the eco- 
nomic mistakes cited by Mr Li's report and 
commented: “We veterans, too, have to 
take responsibility." 

Mr Li can play that game too. In a 
pointed allusion to Mr Deng's post-Mao 
aphorism that “to get rich is glorious”, he 
called on China's people to "oppose putting 
money above all", and added the party 
dogma: “We should keep the orientation of 
serving socialism and the people.” 

Such veiled combat is inevitable. Some 
of the gains from Mr Deng's decade of re- 
form are admitted by all, including Mr Li. 
The biggest has been surging economic 
growth. The peasants who make up more 
than three-quarters of China's 1.1 billion 
people have enjoyed average yearly rises of 
more than 10% in their real incomes. City 
dwellers have access to consumer goods and 
fresh food in quantities, and quality, un- 


= — aa sta 





imaginable in the days of Chairman Mao. - 

What is questioned by Mr Li and other 3 
conservatives, such as Mr Yao Yilin, a dep- - 
uty prime minister, is the price being paid 
for this. Last year, Mr Yao says, China's GNP 
grew by 11.296 and its industrial output rose — 
by 17.796, more than double the intended 
8%. No wonder inflation last year was 
18.5% according to the (much understated) 
official figures. There is simply too much de- — 
mand. In Shanghai, factories can work only 
half the week because the city’s power - 
plants, some of them down to only two or. - 
three hours' worth of coal stocks, cannot 
supply enough electricity. 

Inflation is a blight that makes good 
comrades shudder: they associate it with the — 
chaotic days before the Communists took 
power in 1949. So pinning the blame for its ^ 
reappearance over the past two years is — 
deeply contentious. Mr Deng says China . 
has made "no major blunders” and that all 
will be well in "at most four years”. Mr Li 
says bluntly: "There was a tendency to be | 
too impatient for quick results in economic — 
and social development." 

For all the squabbling, it would be - 
wrong to conclude that Mr Li is poised to 
wage war on Mr Deng and his protégé, the — 
party secretary-general, Mr Zhao Ziyang. Mr 
Deng, who retains only one official position, 
that of chairman of the Central Military 
Commission, is not the power he was, but. 
his prestige makes him untouchable. Be- 
sides, day-to-day economic management is 
the job of the government, which means- 
that Mr Zhao can lay the blame for last . 
year's overheating at Mr Li’s door. Then - 
there is the little matter that nobody has "dd 
idea how to put an end to inflation without 
doing the impossible and going all the way 
back to pre-1978 central planning. 

The stop-gap offered to congress dele- - 
gates by Mr Li, Mr Yao and the finance min- 
ister, Mr Wang Binggian, is another auster- — 
ity programme, fiercer than last year's. The 
main points are a new consumption tax on - 
colour televisions and cars, a 21% cut in — 
fixed investment, a near-end to experiments 
with private ownership and a squeeze on 
money supply. The government wants to  - 
limit this year’s growth of cash in circulation. 
to around 30 billion yuan ($8 billion), com- — 
pared with 68 billion yuan last year. How- — 
ever, education, with a 15% rise in its bud- — 
get (Mr Deng, please note), and farming, 
with a 1296 increase, escape being cut. a 

A similar, though less infatuated, flirta- 
tion with more central planning worked in 
1985-86 to cool the last period of overheat- 
ing. But how well will it work this time? Rea- — 
sons for pessimism abound. One is that the 
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ite's resolve will fail. L 
ther 20 billion yuan has entered the system 
n the first two months of this year, which 
makes an annual target of only 30 billion 
yuan look ridiculous. A second reason is 
hat in state-controlled enterprises greater 
roductivity, which would help cool infla- 
ion, will come only with higher wages; that 
vould defeat the whole purpose. 

- The biggest reason is that the Deng re- 
orms have given considerable autonomy to 
he provinces, especially to coastal prov- 
rices singled out by Mr Zhao for opening 
-hina's economy to foreign trade. Perhaps 
If of construction activity is already be- 
nd the central government's control. Yet 
minating "non-productive" construction 
a central element of the austerity plan. 
The debate is far from over. Congress 
lelegates heard a radical speech from Mr Ye 
Xuanping. Mr Ye is governor of Guang- 
long, Hongkong's next-door neighbour. 
uangdong | is booming so fast that China's 


: | 

(CXHINA'S | best-known | political 

Ww prisoner, Mr Wei Jingsheng, has | 

been in jail for ten years this week. A | 
- delegation from Hongkong marked 

“the anniversary on March 29th by | 

> trying to present a petition to the Na- | 

¿tional People's Congress, China's | 
. parliament. In it they called for the re- 

. lease of Mr Wei and other political 

- prisoners. | 

When the group € the bor- | 

der into China, the petition, signed | 

by some 24,000 people, was seized by | 

stoms officials as “propaganda’ A | 

bstitute petition, minus the signa- | 

tures, was drafted. But the group was | 

not allowed into the hall in Beijing | 

where the congress was meeting. Án | 

| 

| 
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Official grabbed the substitute. It 

- seems unlikely that the members of 

- the congress were even told of its 

. existence. 

China's constitution allows peo- 

ple to petition the government. But 

' China denies that it has any political 

prisoners and says there will certainly 

be no amnesty. It claims that Mr Wei, 

^ who published a magazine calling for 

- more democracy, was a western spy. 
The episode casts a darker shadow 

over the fate of Hongkong's freedoms 

when China takes the colony over ~ 

from Britain in 1997. "Without a 

democratic China, there cannot be a 

"democratic: Hongkong,” said one of 

the would-be petitioners. If so, the 

British “may be leaving behind a 

deeply undemocratic pisce. 











uan in new cash was 7096. Movit target: Án 


But why stop the boom? Mr Ye urges the 
central government to allow Guangdong 
more freedom in its foreign trade, as well as 





Japan and Russia | l 
Island d rescue 


FROM QUR TOKYO CORRESPONDENT 


‘HE Japanese believe that die Rast ina: " 


„are getting a touch náore conciliatory 


about the bitterest gulf that divides them: . 
the ownership of some small is lands off | 


workers, theif food and their raw materials, " 








ange ateri: 
inces; which will i Doursble for the deat | 
opment of a commodity economy". The 


provinces, at least, are sounding like the- 


confident Mr Zhao of old. 


SON a he ae aces a a eS 


northern Japan. The Russians do not fora — 


moment hint that they are willing to end |. 
their occupation of the islands. But at a vices. — 


ministerial meeting in Tokyo in late March, 


the Russians proved willing to explain their 
claim. This was progress. In the past, Russia. 


has simply refused to discuss the matter. 
The islands, Etorofu, Kunashiri, Shiko- 
tan and the dots making up the Habomai 
group, were seized by Russia in the closing 
days of the second world war. Japan has 


never conceded Russian sovereignty over 
them. Until the dispute is resolved, Japan 


refuses to sign an agreement formally ending 
the war with Russia. 

The frosty state of Russian-Japanese af- 
fairs irks Mr Mikhail Gorbachev, who since 
coming to power four years ago has calmed 
relations with every one of his country’s 
other antagonists. Mr Gorbachev visits 
China for a summit meeting in May. After 
that a breakthrough with Japan will be at the 
top of his Asian agenda. Apart from the dip- 
lomatic triumph, including the potential for 
making mischief with the American-Japa- 
nese alliance, Mr Gorbachev would hope for 
big economic prizes: access to Japanese fi- 
nancing, trade and technology. 

His aims ought to be attainable. The is- 
lands themselves have little appeal. They are 
bleak and sparsely populated. Last week the 
Russians said, rather lamely, that the islands 
were theirs because they had developed 
them since 1945. But the real reason Russia 
holds on to them is their military value. Just 
how useful they are is debatable, but they do 


stand athwart passages between the Sea of 


Okhotsk, where Russia's fleet 
prowls, and the open ocean. 

To make peace with the Japanese, Rus- 
sia has offered to hand back Shikotan and 
the Habomais, which are less critically 
placed than the others. But Japan wants the 
lot. It is a matter of national pride. It dis- 


misses the Russian offer as a ploy to split 


Pacific 


public opinion and isolate the hardliners i in. 
the Japanese government. 


— The general feeling in Tokyo diplomatic 
circles is that the best policy is to play hard 
to get with the Russians, but not so hard 
that Mr Gorbachev would feel he had no 


taking the issue seriously. 








room: fot manoeuvre. The tempo of meet- 
ings between the governments is building up 
to something of a frenzy. Plenty of opportu- 
nities are going to present themselves in the 
months ahead for any promising leads to be 
followed up. Another vice-ministerial meet- 
ing is scheduled for April, and the Japanese 
foreign minister, Mr Sosuke Uno, will visit. 
Moscow in May for talks with his opposite 
number, Mr Edward Shevardnadze. 

Diplomatic sources in Tokyo suggest 
that one way forward would be to find a 
form of words that separated the notion of 
"territory" from “national borders". In 
practice this could mean joint occupation 
an idea that has been. floated by at le : 
Russian analyst. | geo 

Such unorthodoxy: nds i'shiver dou 
Japanese spines. But at least it shows, say 
Kremlinologists in Japan, that Moscow is 
The Americans 
should be pondering how seriously as they 
indulge in their latest bout of lapan-bashing 
over trade and the FSX aircraft. - 
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South Korea 


Drummed out 


| FROM OUR EAST ASIA CORRESPONDENT 





ry HE wife of Mr Chun Doo Hwan, South. 


Korea's former president, was- once: 


— asked by a courageous friend why her huse 
band filled the highest positions of his gov- 
ernment with dreadful people. “We’ re just. 
"and 


simple. soldiers," she rep lied ee 








O SAL NEA AN O A = 
‘must rely on the people we know." — 

Many South Koreans mistook Mr Roh 
Tae Woo, like Mr Chun a former general, 
for just another simple soldier. When he was 
elected president in December 1987, he was 
accused of being another Chun. This week 
Mr Roh publicly and impressively distanced 
himself from army influence. 

Mr Roh has known for months that his 
association with old-style soldiers who came 
to prominence under his predecessor was 
doing him harm. For most of his first year in 
office, though, he felt too weak to 
antagonise the army. He was under attack 
from the left. Why make enemies among his 
old pals from the barracks? 

In December, after Mr Chun had admit- 
ted on televison that his regime had been 
corrupt, and apologised for it, Mr Roh made 
his first move. He sacked most of his minis- 
ters, many of whom had served Mr Chun, 
and brought in a lot of academics: un- 

wn, untried but at least untainted. On 

tch 28th Mr Roh swooped again. 

His opportunity came with a faux pas by 
General Min Byung Don, head of the Korea 
Military Academy, where Mr Roh himself 
had been a student. At a graduation cere- 
mony, in front of Mr Roh, General Min is 
said to have delivered a speech barbed with 
criticisms of his president’s policies, and to 
have neglected to salute him on his way 
down from the podium afterwards. 

The general was sacked three days later. 
The president seized his chance to rid him- 





Trial by brainpower, 


FROM OUR MANILA CORRESPONDENT 


T PROMISED to be the best fight the 

Philippines had seen since 1975, when 
Muhammad Ali and Joe Frazier went 14 
rounds in the “thrilla in Manila". In one 
orner was to stand Mrs Miriam Defen- 
sor-Santiago, the government's 44-year- 
old immigration chief. In the opposite 
corner was to be a member of the Philip- 
pine Congress, Mr Nereo Joaquin. 

Mr Joaquin claimed that Mrs Santiago 
had improperly collected $3m in “reg- 
| istration fees" from illegal aliens in the 

Philippines. Mrs Santiago denied the 

charge and challenged Mr Joaquin to a fist 

fight. The congressman paled at the 
thought of putting on gloves with Mrs 

Santiago, who is no lady when it comes to 

scrapping. But he did agree to her alterna- 

tive proposal: that they each take an intel- 
ligence test, the one with the higher iQ be- 
ing the winner. 
| Mrs Santiago is confident of victory. 
| She recently snorted to a journalist visit- 
ing her office that "the IQ in this room is 
| higher than that of the entire Senate.” 
| But will the 1Q competition, if it really 
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"af of other soldiers: almost 50 were reshuf- 
fled into a hand Mr Roh hopes to find easier 
to play. The list included another general, 
Mr Kim Jin Yong, who was in charge of the 
garrison in the capital, Seoul. He now has 
the rather less exciting job of running mili- 
tary education. 


These events suggest that the danger of 


an army coup, which most South Koreans 
had gladly forgotten about in their enthusi- 
asm for democracy, has receded. Whether 
out of democratic conviction, or simply be- 
cause it puts him in a safer position, Presi- 
dent Roh has now got rid of many of his 
"simple soldiers". They will find it hard to 
make a comeback. 

The decline of the military probably be- 
gan long before Mr Roh became president. 
The army never counted for much in Ko- 
rean society before the arrival of the Japa- 
nese in 1910. The Japanese occupation gave 
militarism status. Korean soldiers won glory 
in the Korean war. 

By the time Mr Chun came to power 
nine years ago, the army had probably 
reached the peak of its prestige. Today Ko- 
rea's brightest want to learn how to run 
semiconductor plants, not how to keep 
boots polished. Inside the army, too, atti- 
tudes are changing. Earlier this year two 
young officers, keen to make the army more 
professional, staged a demo against military 
involvement in politics. They were beaten 
up. They might not be today. 





no holds barred 


comes off, prove whether Mrs Santiago 
has done anything wrong? No, but then 
hardly anyone in the Philippines thinks 
she has. They believe her when she says 
that her plan to register aliens, which 
Congress has stopped, was designed to 
give legal status to around half a million 
immigrants and would have raised more 
than $1 billion for the country's hard-up 
government. 

Mrs Santiago says that Mr Joaquin, 
whom she calls “fungus face", is trying to 


The previous thrilla 











NO Yeltsins On 


eo 


the Mekong 


FROM OUR SPECIAL CORRESPONDENT IN BANGKOK 


OUPHANOUVONG, the “red prince” ` 
who became head of Laos when the — 
communist Pathet Lao took over in 1975, 
cast his ballot in a temple. Now 78 and ill, he - 
was helped to the ballot box by his daugh- — 
ter. Another old colleague of Ho Chi - 
Minh's, Mr Kaysone Phomvihane, Laos's . 
party boss and prime minister, also had the 
unaccustomed experience of casting a vote 
in public. It may not have been as exciting as. À 
Russia's voting this week, but on March 
26th the Laotians too had an election. = 
From among 121 candidates, two-thirds 
of them party members, the voters were se 
lecting a 79-strong Supreme People’s Coun- — 
cil, which will double as a legislature and a. 
constitution«drafting body. Turnout was re- 
portedly heavy, though there seemed to be 
no Yeltsins in sight, and many voters did - 
not really know who the candidates were. 
Perhaps they had no need to. The council 
takes a decided back seat to the Politburo, — 
and the leadership was not worried in any 
event. "I don't think the people want me to. — 
quit," Mr Kaysone cheerfully concluded. 
The election, however, was serving - 
other purposes. Laos, which until recently — 
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smear her in her attempt to clean up a pre- 
viously corrupt department. Since becom- 
ing immigration commissioner last year 
she has waged war on a variety of unde- 
sirable foreigners in the Philippines, in- 
cluding drug pushers and white slavers. A 
recent opinion poll said 90% of those 
questioned were for her. Even the saintly 
President Cory Aquino got the support of 
only 78%. 

Some of Mrs Santiago's admirers want 
her to run for president in 1992. They call 
her "a breath of fresh air”. She is certainly 
that. No other official in a Catholic coun- 
try would say she did not want to go to 
heaven because there was no sex there. 
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ASIA 


was occupied by 50,000 Vietnamese troops, 
is at the centre of a struggle over Indochina's 
balance of power. Its election was much 
more about persuading outsiders that the 
place will be open to foreign influences— 
and especially to foreign investors and trad- 
ers—than about how it will be governed. 

The most magnetic foreign influence on 
Laos these days is Thailand's. In February 
last year the two neighbours fought a brief 
border battle; to its embarrassment, Thai- 
land came off worse. Then, in August, Mr 
Chatichai Choonhavan took over as Thai- 
land's prime minister. Impatient with the 
frozen front line between communist Indo- 
china and the rest of South-East Asia, Mr 
Chatichai began pressing his plan to turn 
the region from “a battlefield into a market- 
place". Thailand quickly settled its quarrel 
with Laos and—to raised eyebrows from 
both China and AsEAN—began making 
overtures to Vietnam and its Kampuchean 
protectorate. 

lt is still not entirely clear what Thailand 
has been up to with its Indochina initiatives; 
it may not know itself. Mr Chatichai, who 
before taking office had been pooh-poohed 
as a disco-dancing lightweight, wants to 
make his mark. He is abetted by a kitchen 
cabinet known simply as "the advisers". 
These are a handful of young men, including 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


NOV has a habit of enforcing 
its laws—which is why some 10,000 il- 
legal workers from Thailand have applied 
to go home. The alternative, from April 
Ist, is to risk three strokes of the cane and 
three months in jail. 

The sheer volume of those wanting out 
led to some extraordinary evacuation 
measures this week. A special train was ar- 
ranged by the state railway of 
Thailand. The Thai navy 
sent four ships. Thailand's 
government even made con- 
tingency plans to fly down 
two military transport air- 
craft and charter an airliner. 
Singapore and Thailand are 
allies in ASEAN. Why did this 
week's events resemble a res- 
cue from a war zone? 

The answer involves Sin- 
gapore's determination not 
to become too dependent on 
others—especially when 
slacker economic growth 
threatens, as the govern- 
ment believes it does this 
year. Foreigners, legal and il- 
legal, among Singapore's 
1.25m workforce number 


_Is the cane mightier than the buck? 





his son Kraisak, who feel that Thai policy on 
all sorts of things—from Indochina to rela- 
tions with America—has been too timid, in 
the hands of ministerial fuddy-duddies out 
of touch with the new times. 

The army has seemed to sympathise 
with the activist approach. In a now-famous 
lecture entitled “The role of the military and 
the new path of Thailand”, the deputy army 
chief said the country should use its "enor- 
mous" economic force to strengthen its rela- 
tions with its neighbours in Indochina and 
with Burma. The army chief himself, Gen- 
eral Chaovalit Yongchaiyudh, paid a visit to 
Laos, to make peace, and to Burma, to make 
some logging deals. 

Thailand’s motives are mixed. The eco- 
nomic one is foremost. Laos, Kampuchea 
and Burma are rich in the natural re- 
sources—principally timber—that Thailand 
has exhausted. Mr Chatichai and his advis- 
ers no doubt also like the thought of Thai- 
land getting credit for erasing 20 vears- 
worth of hostility with Vietnam. 

The army, which has been taking deliv- 
ery of shiny new equipment, may be moved 
by more conventional power-flexing ambi- 
tions. And by mercenary ones. A foreign 
diplomat notes, probably not too cynically, 
that more relaxed trade between Thailand 
and Indochina and strong Thai units nes- 
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tled against its neighbours' borders wo 
satisfy the army's two main interests: sec 
borders and handsome personal pro 
from cross-border trade. 

In the past fortnight Mr Chatichai | 
been reminded of the limits on his freed 
of manoeuvre. He visited Beijing for an e 
ful from the Chinese about Vietnam; a 
emerged to tell the press that Thailand v 
just "a small country" that would not dre: 
of making any more Kampuchea initiati: 
on its own until Russia and China had th 
summit meeting in May. When he got be 
to Bangkok, he flew into heavy flak from | 
government coalition partners who were 
ritated over the broad view “the adviser 
seemed to be taking of their responsibiliti 
Last week the advisers were told by ? 
Chatichai to keep their noses out of min 
tries’ decision-making. 

All of which makes Laos an even mc 
intriguing prospect for the Thais. Because 
big-power politics, Kampuchea is still 
hot to handle; Laos is less sensitive for b 
China and Vietnam. And land-locked E 
relatively peaceful Laos offers Thailand t 
region's best economic pickings at the m 
ment. Whatever Thailand’s new regior 
policy comes to mean, Laos is likely to be t 


first place where it is worked out. 











around 150,000. That is enough to stir 
union fears of lower wages and govern- 
ment worries about prostitution and 
crime (each year there are several un- 
solved murders involving Thai building 
workers). The government's reaction, 
therefore, is rigid control. Employers must 
pay a monthly levy of S$220 ($113) for 
each immigrant labourer, and S$160 (ris- 





All aboard for Bangkok 





ing to S$200 on July Ist) for each foreign 
maid. Every six months, the maids must 
undergo tests for pregnancy and venereal 
disease. 

Economic force, however, is proving at 
least as strong as Singapore's government. 
Foreign workers flock to the island-state 
from the rest of ASEAN and from the In- 
dian subcontinent. After all, now that 
Singapore's 2.6m people have an income 
per head of almost $10,000, few Singapor- 
eans are prepared to slave away as maids, 
building workers or street cleaners. Eve: 
better jobs than those ar. 
spurned nowadays: Aiwa, a 
Japanese electronics com- 
pany, employs around 700 
Malaysians at its Singapore 
factory because it cannot 
find enough local workers. 

One simple truth is that 
without immigrant labour 
Singapore's GNP would not 
have grown by 11% last year. 
Another simple truth is that 
Thailand, whose GNP also 
grew by 1196, is still so poor 
that many of its people are 
willing to dodge foreign po- 
licemen merely to find work. 
Singapore's | cane-wielders 
cannot defeat these truths. 
But they will no doubt have 
their chance to try. 
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. become aware that this watch 
f an object of rare perfection. 

We know the feeling well. We experience it every - 
Patek. e leaves the hands of our craft: 

























ou -to be part of your 
life — simply because this 
is the way weve always 
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sion from five genera- 
-. tions of experience, it wil 
-. be this: choose once but 
hoose well. 

A Patek Philippe - 
because it's for a lifetime. 












Patek Philippe S.A. | 
4] rue du Rhône - 1211 Geneva 3 ~ Switzerland 
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Its too late to say you're sorry 


WASHINGTON, DC 


WHEN Congress approved 
the Alaska pipeline in 1973 in 
preference to the longer but 
safer Canadian route, which 
would not have involved 
transferring the oil to ships, 
the oil companies promised 
they would not make a mess 

the environment. In particular, the 
ruyeska Pipeline company, which is owned 
by eight oil companies and operates the 
pipeline, signed agreements pledging to 
have plenty of clean-up 
equipment ready to go into 
action within five hours of 
an oil spill in Prince Wil- 
liam Sound, near Valdez, 
where the pipeline reaches 
the Pacific. A quarter of the 
oil produced in America, 
2.1m barrels a day, comes 
to Valdez for shipment by 
tanker. 

Last week the companies broke 
all their promises. One of Exxon's 
tankers, the Exxon Valdez, captained 
by a man with a history of drink-driv- 
ing convictions, and with only an un- 
licensed third mate on the bridge, 
strayed from the channel, ran 

ound and released 240,000 barrels 

m gallons) of crude oil into the 
sound. Alyeska Pipeline had little 
equipment on hand and did almost 
nothing for three days, at which point 
a storm took the oil beyond the reach 
of containment efforts and spread the 
slick over 100 square miles. The spill 
could not have come at a more vul- 
nerable time, ecologically or politi- 
cally. The sound is about to fill with 
spawning herring and Congress is 
soon to vote on a huge expansion of 
oil drilling in Alaska. 

Environmentalists always say that 
the area affected by a spill is "sensitive", but 
in this case they are right. The water is cold, 
which makes the oil slow to disperse. It is 
also a rich habitat that supports huge densi- 
ties of fish, birds, seals, whales and sea ot- 
ters, many of which are unusual or cuddly or 
both. Of more commercial importance, the 
sound supports a fishing industry that 
brings in : 100m a year, mainly in the form 
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of salmon, herring, and herring roe, much 
of it destined for Japan. Baby salmon leave 
the rivers and hatcheries to enter the sound 
in spring, while herring gather in early April 
to lay their eggs in the sound. This year, say 
fishermen, both types of fish may die in 
huge numbers and populations may not re- 
cover for a decade. 

That pessimism may be unjustified. Af- 
ter the Amoco Cadiz broke up off Brittany 
in 1978, releasing six times as much oil, pre- 
dictions of fouled beaches, ruined oyster 
beds and absent tourists 
were borne out, but scien- 
tists have concluded that 
the ocean has physically 
eaten up and chemically 
broken down the oil better 
than expected. Indeed, 


Crudely dressed iceberg 


chemicals used to "disperse" the oil may 
have done more harm to nature than the oil 
itself. Among Alyeska’s half-hearted at- 
tempts to clean up the Alaska spill were 
some largely abortive attempts to disperse 
the slick with detergents. 

Three years ago the town of Valdez at- 
tempted to tax the pipeline company in or- 
der to buy $20m worth of clean-up equip- 






ment. Prodded by the company, the state of 
Alaska ruled this illegal. So Alyeska not only 
did too little; it stopped others doing more. 
Exxon removed most of the remaining — 
900,000 barrels of oil still left in theshipand 
belatedly began to try to clean up the mess. " 
Attention now turns to punishing the oil 
and pipeline companies for their incompe 
tence. Under the 1973 law, Exxon’s liability — 
is limited to $100m, of which $14m would 
come from Exxon and $86m from a fund to 
which oil and pipeline companies have con- 
tributed. The fund presently holds about — 
$248m. But if lawyers prove negligence on 
the part of Exxon, the liability cap may be — 
lifted and Exxon may have to pay the whole 
amount. The fishermen's claims alone will - 
probably reach $150m. | 
Environmentalists were quick to use the. 
Exxon Valdez's spill as an argument against 
further oil production from virgin wilder- — 
nesses. It undermines the oil companies’ in- _ 
sistence that they can be trusted to keep | 
their promises, and will affect their plans to 
drill for oil off North Carolina, Florida and 
California. Most of all, it affects the planned — 
expansion of the Alaska field into the north 
slope of the Arctic National Wildlife 
Refuge, which probably contains up — 
to 3.2 billion barrels of oil (about six 
months’ supply). The oil companies — 
had been arguing that Prudhoe Bay, — 
the present Alaska field, has done lit- 
tle damage to the environment. Alas- | 
ka's politicians, the new secretary of 
the interior and President George — 
Bush all agree, Mr Bush having 
claimed during his election campaign — 
that caribou rub up against the pipe 
line while having babies. 
Yet two recent reports by admin- — 
istration agencies have challenged — 
this conclusion. The Environmental - 
Protection Agency said the oil com- _ 
panies have not adhered to the rules - 
and have leaked oil and chemicals all | 
over the tundra at Prudhoe Bay as- 
well as making more conventional in- — 
dustrial mess. The Fish and Wildlife 
Service said the impact on caribou 
and other animals was, Mr Bush to 
the contrary, much greater than pre- 
dicted in environmental impact state- - 
ments prepared in the 1970s. More than 
11,000 acres of tundra had been ruined. 
Congress rejected President Reagan's | 
efforts to open up the refuge, but looked 
poised to reverse itself. In March the Senate 
Energy Committee voted to allow drilling in. 
the refuge. The Exxon disaster may change — | 
minds. “I see no connection," said Mr Bush. _ 
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No smokism here 





O YOU thought you were weak, feared 

you were anti-social, when you lit that 
guilty cigarette? Be happy: you are physi- 
cally handicapped and the might of the 
law is on your side. Or so says Maryland's 
state legislature. With a puff of fair wind 
from the tobacco industry, Marylanders 
have ruled that smoking is a physical dis- 











ability and, ipso facto, that those who do 
it must be protected from job discrimina- 
tion. If Governor William Schaefer signs 
the measure, an employer who fires a 
smoker, or declines to hire or promote 
one, is in peril of being taken to the clean- 
ers. You are probably entitled to your own 
parking space, too. 





The death penalty 


| et the tumbrils roll 


NE of the ugliest pictures to come out 

of the United States in recent times 
was taken outside a Miami prison; it was of a 
crowd baying for blood as multiple-mur- 
derer Ted Bundy was being executed. Such 
sights are commoner in the southern states, 
but they may be seen elsewhere as barriers 
against capital punishment continue to 
weaken. In 1976 the Supreme Court upheld 
the death penalty, after several earlier deci- 
sions had stopped all executions for several 
years. Thirty-seven states and the federal 
government now have death-penalty laws 
which meet the Supreme Court's standards, 
though the court keeps refining the rules. 
On March 27th it heard oral arguments 
over whether states may execute people for 
crimes committed when they 
were juveniles. 

The state of New York, ; 
which has not executed any- 
one since 1963, is on the 
brink of joining the majority. 
In six successive years Gover- > 
nor Mario Cuomo has ve- 
toed bills restoring capital 
punishment. On March j| 
20th he did so again. He ar- 4% 
gued in a movingspeech the | 
dav before that the death 
penalty "is a surrender to 
the worst in us'. He 
pointed out that murders 
of police officers had fallen 
since New York abolished 
the death penalty, that it 
discriminates against mi- 
norities (of the last 18 
people executed in 


New York, 13 







2B 


were black or Hispanic) and that since 1905 
the state has executed eight men later found 
to have been innocent. In place of the death 
penalty he would like the legislature to au- 
thorise a sentence of life imprisonment with- 
out parole for those guilty of the most hor- 
rendous crimes. 

For the last four years the state Senate 
has voted to override Mr Cuomo's veto and 
this year 99 members of the lower house— 
just one less than the number needed to 
override the veto—have stated publicly that 
they will vote to override when the issue 
comes before them, probably in June. In a 
recent speech in New York, President Bush 
endorsed the death-penalty bill, connecting 
it explicitly to the problem of drugs. Drug- 
related crimes in New York state have ex- 
ploded from 17,541 in 1979 to 87,679 in 
1988. However, there is no death penalty yet 
for mere drug dealing. During the same pe- 
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riod, the number of murders rose only from 
1,733 to 1,896. 

While New York's governor fights a los- 

ing battle against the death penalty, Califor- 
nia's is sharpening the blade of his axe in 
eager anticipation. California has 251 men 
on death row; all are at some stage or other 
of the appeal process. When an execution 
takes place (few Californians say if) it will 
the first in the state since 1967. In 1972 tux 
state Supreme Court ruled that capital pun- 
ishment violates the state constitution's ban 
on “cruel and unusual punishment”. (The 
United States Supreme Court reads the 
same words in the federal Constitution dif- 
ferently.) The voters overturned this ruling 
by referendum and in 1978 Californians ap- 
proved a more sweeping revival of the death 
penalty. Meanwhile the state Supreme 
Court, led by the liberal chief justice, Miss 
Rose Bird, granted 54 of 58 appeals from 
convicted murderers—a record that led 
eventually to her defeat at the 
polls. Opposition to Miss Bird 
and other liberal judges was a 
major issue for the governor, 
Mr George Deukmejian. He 
replaced them with conserva- 
tives, who, since 1986, have 
reversed only 22 convictions 
out of 72. 

In Washington AA 
where no one has been exe- 

cuted since 1963, they 

have had to conduct a 
nationwide search to 

find a competent 
hangman for a con- 
demned prisoner who 
has refused the option of 
lethal injection. 

A powerful caution- 
ary tale for death-penalty 
enthusiasts ended last 
week in Texas, 
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Weenie ten D: E generous-amounts of both comfort and luxury You'll appr 
wonderfully private master bedrooms, where rest and relaxation are assured. Magnificent marble - 
bathrooms. And beautifully appointed living areas that make entertaining, as well as sworking, a pleasure. 
A fact that can be attributed not only to sheer size, but to the thoughtful ) 
inclusion of two phone lines and a computer port. All of which is £ 
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le spent 12 years in. 
upposedly murdering a taxi 
rime to which another man has bp ae : 
ven those members of the Supreme Court 
vho have been trying, in the interests of ju- 
licial tidiness, to cut short the time available 

or appeals from the death sentence—the 
hief justice, Mr Rehnquist, and Justice | 
'owell in particular—sholild take heed. 
There are over 2, 000 Ep on death row. 


































































promises to bea magnificently contentious | 
ayor's race. At a minimum it will feature 
ynbartled Jewish mayor, a black oe 


CHIMAYO, NEW MEXICO 


SHE road north from Santa Fe is a 
Å broad, two-lane highway. But every 
year throughout. Holy Week, and espe- 
-cially on Good Friday, a long procession 
makes its way along that road on foot, sev- 
_eral thousand strong. Many carry sticks, a 
- few are on crutches or in wheelchairs id 
. this year one even dragged a ten-foot cross 


~ probably the only ones in North America, 


xen isa curious riddle. 


< to take home in bags, cups or cloths. 

. Tradition endows the dirt with healing 
© powers over ailments from rheumatism to 
< sadness. The church denies this, but nev- 
ertheless keeps the hole topped up with 
dirt. The walls of the church's third room 
are hung with the crutches and letters of 


^the "American Lourdes". Built about 
1816, it has been restored and protected 
. by Father Casimiro Roca, a priest from 
- Barcelona, since the 1950s. 

Indian folklore speaks of a hot spring 


pana camay nam astare merenti 
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22nd that the city's powerful Board c 


- that a 


. equipped with a wheel. They are pilgrims, 


trudging the 26 miles to a holy shrine in 
the village of Chimayo. It is a shrine 


"arit. gin. eid s UMS p je 4 
h beads and daubed with streaks ofred =" 
lgrims shuffle past the altar, = — 
: ig themselves, and then enteratiny ^^ ^. 

side room where they reach into a hole in 
the earthen floor and scoop up a little dirt 


< the cured. Chimayo is sometimes called 


Kararan miiia air eaea Hitt rere H SERES Prat ianari iadaaa ta LARUM RU T. 





sign its entire gove 


of Esti- 





mate violates the Constitution's s principle of 
“one-man, one-vote" 


York's five boroughs, the mayor, the city 


comptroller and the president of the City 


Council. It is part executive branch, part 


| legislature and has joint control, with the 
.. City Council, over the city's $25 billion 


budget. 

The court's problem with the board is 
ll the city's boroughs—Manhattan, 
the Bronx, Queens, Brooklyn and Staten Is- 
land—are represented equally on it, even 


though they are nowhere near equal in - Lucam 
population. Staten Island has a population — 


of 377,600; Manhattan’s is nearly 1.5m; 
Brooklyn’ s à 
the board (the three citywide officials have 
two votes each). That gives Staten Islanders 


more than four times as much clout on the 


here that dried up, leaving only mud with 
the power to relieve aches and pains. The 
Indians believed the mud should be eaten, 
a habit ("geophagy ) that used to be com- 
mon among some Indian tribes and south- 
ern blacks and is perhaps linked to min- 
eral deficiencies. Early in the 19th century 
a local Spanish landowner, Don Bernardo 
Abeyta had a vision. He saw a light shin- 





ing ‘fom a od and gt to Bd the. 
crucifix that now hangs above the altar. 


He applied to the bishop to build the cha- 
pel that now holds the object, which he 
called "Our Lord of Esquipulas”’. 

Two thousand miles to the south, in 
Guatemala, is another crucifix with the 
same name, of which Don Bernardo said 
his discovery was another manifestation. 

~ ]t is known as the "Cristo negro" because 
of the dark colour of the Christ (almost 
certainly intended to reassure converting 
Indians that Jesus was not a murderous 
Spaniard). And curiously, it too is the 


ee Court ruled on March: 


| '. The board, which sits ` 
atop New York's excessively lay 'eted govern- 
ment, consists of the presidents of New . 


2.3m. But each has one vote on. 


Somebody with first-hand knowledge of 


starts to appear in local baptism records. 


at Esquipulas and the: soci | 
.geophagy. Chimayo 


"Spring and. 
^ complete the same pictus) ‘Her ru 
~ miraculous appearance to Don Bernardo. 





















er as , Manhartanites, who, in turn, have. 


-half again as much as Brooklynites. 


A charter commission has been consid- 
ering how to reconstruct the city govern- 
ment since it became apparent irom d 
sions by lower- courts that: the 
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Blister cure sought at the American Lourdes 
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subject of pi lgriniages ind its site is associ- 
ated with geophagy. In Esquipulas, . clay 
tablets printed with an image of the Vir- 
gin or a saint are given to pilgrims. If the 
tablets are eaten, they supposedly can alle- 
viate pain. - 

The Chimayo crucifix was carved by 


the Esquipulas crucifix, probably around 
1805, which is when the name Esquipulas 


The solution to. the riddle of how- 
Chimayo got its Guatemalan connection < 
probably lies with. the Franciscan friars 
who travel ed and s setup missions all over 
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geophagy associated. wi hit i ^ 











The shrine's fame is spreading. The 
number of pilgrims grows every year and 
now exceeds 50,000. Most are Hispanics 
and Indians from Santa Fe or the sur- 
rounding hills and pueblos, but more and 
more are Anglos and tourists. Not all walk 
the whole way; the tradition of doing the 
last mile on the knees has largely been 
dropped. Many come in pick-up trucks, 
on horseback or huge Harley-Davidson 
motorcycles. All the walkers need a cure 
when they reach Chimayo, even if only 


| 
| 
| 





. for blisters. 
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ng until November 11th, 1985, you are 
iven fantastic chances of winning big 
| in the 85th Süddeutsche Klassenlotterie. 









> With-the largest amount of prize capital — i. e. 
E -405,610,000 DM, our Prize G Game gives away 
. one Top Prizein each draw of classes 1 to 5 and 
two Top Prizes in each draw of the 6th 
“glass, which includes 3 million DM Jack- 
pets. The SKL 
C States of Baden-Württemberg, Bavaria, Hess 
and the Rhinelfand-Palatinate and is cont troliedit: b. 
an official board of directors in Murnch/Bavaria. 


Our grand offer gives you during the 
SB draws TWO CHANCES OF WINNING 
|. WREE MILLION DM, FOUR CHANCES © 
E: "or BECOMING A DOUBLE-MILLION- 
AIRE, 14 PRIZES OF t MILLION DM, 
44x 500,000 DM, 26x 250,000 DM, 
32x 100,000 DM plus 437,506 prizes 
ranging up to 80,000 DM, 


HOW THE LOTTERY WORKS 
The 85th Suddeuische Klassenlotterie extends 
over a six month period -- from May 20th, 1989 to 
November t1th, 1989. ft is divided into six 
classes. The tsi to Sth class have a lota! of 20 
draws — i. e. 4 draws per class ~ and 6 in the 6th 
class, This means a draw every Saturday for six 

exciting months! The draws are held in Aa 

“and are state controlled, which assures that all 

= prizes are given to the rightful winners. The basis 
of the lottery is ihe Prize Schedule, which shows 
all the prizes and dates o! the draws. 


WHAT THE ODDS ARE 
With a total of 900,000 ticket numbers issued 
"and an “outstanding offer of 437.588 pepe 
“nearly iod dn number is lucky — i 
exactly 48. However, by participating n 
a Special-Six-Pack you can boost your 
ances of winning at least one prize by 98% 
id of winning further prizes by 87 Yo. Value and 
“fumber of prizes increase with each class. The 
percentage of stakes given away as prizes in the 
SKL is higher than in any other German lottery. 


ANYONE CAN PLAY 

The Süddeutsche Klasseniotterie is open to any- 

one of any citizenship in any land. Should you 

move to another country, you can still continue to 

play wherever you live providing there is a postal 
J Service, 

Tickets are available in full, half or smaller shares. 
PE ud all take part in the draws and have equal 

winning chances. Of course only full tickets will 
3 | get 10096 of the prize money. whereas the smal- 

ler shares. which cost their respective stake 
price, are only. entitled to their corresponding 
portion. of ihe prize money. 
"it's easy to play in our lottery. Just complete and 
zo Send in the aftached Ticket Order coupon io- 
- gether with yourremitiance. You will then receive 
Sachse and additional information. We recom- 
- mend payments to be made by ai oda 
Bank Draft made out in German Marks payable 
r. W. Wessel through a German Bank, dise 
gually free of charge. Should payment be made 
y international Bank Transfer, personal cheque 
foreign ee or by Credi t Card, charges 
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St: ting on May 20th, 1989 and continu- 


is sponsored by the Poss 





4 x 2 Million 


4 X 


26 x 250,000 DM = 6,500, pie d 
32 x 100,000 DM = 3,200, ond 
ox 80. 000 DM = 2,400. 
: 2 040,000 DM 


34x 60,000 DM = 
436. 716 prizes und 


E PRIZES AT A TOTAL 


WHAT HAPPENS WHEN YOU WIN 
Ail winners are notified immediately and confiden- 
tially of their prizes. All prizes are paid at once in ful 
and free trom German taxes. 

We can make payment in any currency you choose 
and to any address or person you desire. Every- 
thing is strictly confidential.. 

Participants will be air- mailed every four weeks the 
official winning lists along with the renewal tickets 
for the next class. 


TICKET ORDER 


... SPECIAL SIX (S4 Tickets) at DM 1,296 
(= 9835. chances) 
| ,. Europe 


usually gos of charge. H you pay by bank transte 
charges. You can only be 


Mad the tickets to: Mr. C1 Mrs. D] Miss C1 Messrs. [C] 


CITY, COUNTRY, POSTAL CODE: 


_ Charge the required 
-amount to my. 


VALID ONLY WHERE LEGAL 


Valid orty where jeg Not avaliable 
kadna T pet 
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x 3 Million DM = in 


x 1 Million DM 
" v, Million DM 


er 10,000 DM = 


Complete, enclose your cheque and mail to: Mr. Wessel, P.O. Box 10 40. 67, D-3500 Kassel 


Please send me the following SÜDDEUTSCHE KLASSENLOTTERIE. tickets by return póst: 


.. Full Tickets at DM 864 each (approx, US$ 460 or £stg 264) = DM oe EUR 
,... Half Tickets at DM 432 each (approx, US$ 230 or £stg 132) = DM... 
.. Quarter Tickets at DM 216 each (approx. US$ 1150r£stg 68) = DM ......... "n 


(approx. US$ 690 or stg 396) = 


"OS DM 15 (approx US$ 8.000rfstg4.60) _ 
mailing charges etc. Overseas DM 24 (approx. US$ 12.80 or £stg 7.40) "UM. 


Amount of enclosed cheque in DM or equivalent in USS or {sig = ND 
— These DM prices COVER THE WHOLE SERIES ol 6 monihs. Equivalents shown in ater 
^ based on exchange rated as of 3. 2. 1989. Pa tidal by DM bank draft 
pergdnal cheque, creda card. or in foreign Gurrencies 
credited withthe OM ied recewed. All cheques should be. made payable to Mr. 
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Estimate was in danger. The commission 
will put its recommendation to the voters, 
probably in November. A new Board of Esti- 
mate may be created, but it is more likely 
that the institution will be eliminated. In the 
meantime, the matters before the board— 
Which include a controversial proposal to 
build a prison in Staten Island—will be sub- 
ject to challenge. 

Apart from the board itself, the main 
loser is Staten Island; hence some (unlikely) 
talk of quitting the city and taking with it 
the only remaining municipal landfill. Is- 
landers fear that because they are the small- 
est borough they will be overwhelmed by 
their larger siblings, becoming a dumping 
ground for criminals, rubbish, what have 
you. It was precisely this fear that lead to cre- 
ation of the one-borough, one-vote board in 
1901, three years after the city’s boroughs 
had joined together. The thinking was simi- 
lar to that which led to another arrange- 
ment, in 1787, when the Founding Fathers 
gave each state equal clout in the Senate. 
There is no chance of America’s Senate be- 
ing ruled illegal, however. That compromise 
is embodied in the very Constitution whose 
other provisions killed off New York’s 
Board of Estimate. 





Icons 


From hero 
to celebrity 


WASHINGTON, DC 


R JOE CLARK is America’s most fam- 

ous—possibly its only famous—high- 
school principal. Seven years ago, he took 
over Eastside High School in Paterson, New 
Jersey, which resembled a juvenile detention 
center unable to control its inmates. “Pot 
smoke blew out of the windows. Graffiti 
marred the walls .... Teachers were afraid 
to come to work,” according to Time maga- 
zine. Enter Mr Clark, who spoke loudly and 
carried a big stick. Brandishing a bullhorn 
and a baseball bat, the principal cleaned up 
Eastside High. He removed ("expurgated" 
in Mr Clark's words, which are often poly- 
syllabic and sometimes invented) students 
who did not obey his rules and replaced the 
graffiti with murals, so that the school now 
"has the ambiance of a suburban shopping 
mall," according to the Chicago Tribune. 
He also purged the school of more than 100 
teachers, who were either dismissed or were 
driven away. 

The spectacle of an autocratic black 
principal wielding a baseball bat to control 
his students, many of whom were black or 
Hispanic and came from poor families, re- 
ceived national media attention. Time put 
Mr Clark and his baseball bat on its cover; a 
film, "Lean on Me,” was made about his life. 
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Bat man goes Hollywood 


On screen, Mr Clark not only purges the 
school of violence and drugs but also in- 
spires the students, largely through leading 
them in song, to double their test scores in a 
year. Mr Clark, in short, has achieved the 
American dream: he is more than just a suc- 
cess, he is a celebrity. 

Since the film's release in February, un- 
fortunately, Mr Clark's life as a celebrity has 
overshadowed the heroics portrayed in the 
film. Last month, while Mr Clark was away 
from the school to appear on a national tele- 
vision. talk show, a school assembly at 
Eastside included a performance by a group 
of professional singers who stripped down 
to Oestrings and- sequined bikinis. The 
school board gave Mr Clark a five-day sus- 
pension, during which he appeared again on 
national television; According to the Wash- 
ington Post, Mr Clark is miffed that he was 
paid a paltry $15,000 for the film rights to 
his story while Mr Mike Tyson, the heavy- 
weight champion, was paid $150,000 to pro- 
mote the film (Mr Tyson called it a "knock- 
out”). Mr Clark's personal manager—yes, 
he has one—denies any rift between the 
fighter and the teacher. In fact, Mr Tyson is 
scheduled to appear at a school rally some- 
time this spring—if a mutually convenient 
date can be arranged. 

Eastside students may be safer, but Mr 
Clark's controversial tactics did not accom- 
plish the miracle classroom results depicted 
in the film. Although a miserable 30.9 per- 
cent of Eastside’s students passed the state 
high school proficiency test in 1988, up 
from an abysmal 16.7 percent in 1986, other 
urban schools in the state did better on aver- 
age: up from 38.3 percent to 57.4 percent, 
according to the Tribune. And the drop-out 
rate actually increased at Eastside, from 16 
percent in 1982-83 to 22 percent in 1986-87. 

Despite these discouraging statistics, Mr 
Clark has no intention of relinquishing the 
spotlight. He plans to leave Eastside on sab- 
batical when the school year ends. He is ea- 
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ger to hit the lecture circuit and has been 
hinting at a job with the Bush administra- 
tion. Mr Clark's supporters include Mr Wil- 
liam Bennett, the current drug tsar and for- 
mer secretary of education. A spokesman 
for Mr Bennett says no job offer has been 
made, although the pair remain "good 
friends". Mr Clark is also exploring other 
options, including his own television talk 
show and a series of motivation and educa- 
tion videos starring himself. 

Paterson's mayor, Mr Frank Graves, 
says Mr Clark's commitment to Eastside be- 
gan to wane years before Warner Brothers, 
the film company, filmed his life story. “His 
first two years, he did a remarkable job im- 
proving the school," Mr Graves said. "Since 
then, he has become a figure of his imagina- 
tion. 





The America's Cup 


Sailor suit 


NE hundred and one vears ago, a short 

and vague Deed of Gift opened the 30- 
year-old America's Cup yacht race to inter- 
national competition. After decades of 
sometimes ungentlemanly argument in this 
rich gentlemen's sport (Queen Victoria 
once said of Sir Thomas Lipton's involve- 
ment that the Prince of Wales had “gone 
boating with his grocer’’), it seemed to be 
agreed in 1958 that the race should be held 
about every three years in yachts of the fa- 
miliar 1 2-metre class. 

For the first century of the Cup, Amer- 
ica always went on winning anyway, until 
Australia's victory in 1983 with some cun- 
ning new wing-keel technology, which the 
Americans tried to have declared a foul. 
This switched the early 1987 race to Austra- 
lia's Fremantle. Neutrals agree this showed 
the advantage to everybody, except a 1 
icecream vendors in Rhode Island, or 
changing sites at least once a century. Fre- 
mantle produced the best televised regatta 
ever, with successful new techniques of 
yacht design and publicity and (above all) lo- 
cal money-making. The Cup was deservedly 
regained by America's Mr Dennis Conner 
with new technology in the outer skin of his 
yacht which oarsmen have foolishly pro- 
ceeded to ban as too novel. 

Now that races for the Cup could make 
money, New Zealand's Mr Michael Fay is- 
sued a challenge to Mr Conner that seemed 
to break the post-1958 convention on every 
ground. No three-year gap. And Mr Fay's 
boat was a monster 90-foot sloop, deliber- 
ately the biggest and thus fastest that any- 
body could build within the specifications of 
the century-old Deed of Gift, but therefore 
nearly twice as large as a 12-Metre boat. 
American courts said this seemed legal un- 


der the 101-year-old deed (which to Ameri- 
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cans is old enough to be hallowed, not 
merely antiquated), so Mr Conner met and 
beat the sloop last year in San Diego, in a 
regatta of great farce and unpleasantness. 
Mr Conner sailed a twin-hull catamaran 
whose maximum speed of around 25 knots 
was nearly twice as fast as any monohull like 
the New Zealander. 

This contraption (see picture) virtually 
walked over the New Zealand elephant on 
the water, but has now been trampled in the 
courts. This week in New York Judge 
Carmen Ciparick declared that the catama- 
ran was against the rules and awarded the 
race retroactively to Mr Fay. 

In New Zealand, newspapers cleared 
their front pages. The prime minister, Mr 
David Lange, said the "integrity" of the 
America's Cup had been restored. The 
main evening television news bulletin gave 
13 exultant minutes to the ruling. The 
shares of Mr Fay's merchant bank rose by 

6. Auckland's Mercury Bay boating club 
~ .1 à darling quandary. Its facilities do not 
yet stretch to a clubhouse. Its vice«commo- 
dore works in a cowshed. It will now proba- 
bly get a vast marina that will make those 
who have spent billions on San Diego's lush 
marina and related property developments 
feel rather sick. 

Three points. First, discussions on new 
rules for the America's Cup seem to be 
reaching a consensus on a new today's-tech- 
nology sort of yacht that will be lighter and 
faster and roomier than the 12-metre class. 
The crucial point will be to allow scope for 
tomorrow's technology. A generation ago 
some yacht clubs kept boats out of racing 
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The murder weapon, your honour 


regattas because they were made of glass fi- 
bre; soon not one boat in ten was built of 
anything else. 

Second, the America's Cup has stum- 
bled upon a great formula in allowing the 
club that wins a world championship to 
hold the next world championship at home. 
This brings in the local sponsorship for the 
challengers that all sports need. Third, how- 
ever, it would be best if the prize of staging 
the next world championship was won in 
the water instead of in the courts. 


The missing witness 


LIVER NORTH is an elusive fellow to 
bring to justice. Most of the witnesses 
for the prosecution, which wrapped up its 
case this week, were members of the Ollie 
fan club. What can a jury, chosen for its ig- 
norance of the Iran-contra story, make of 


testimony from people who shoulder the 
blame themselves (Mr Robert McFarlane), 





UNINDICTED CO-COSPIRATURS. 
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who march across the courtroom to shake 
the defendant's hand (Mr Joseph Coors) or 
who weepily insist that Mr North was just a 
workaholic patriot (Miss Fawn Hall)? 

The defence sought another coup de 
théâtre by asking for former President Ron- 
ald Reagan as its opening witness. The Jus- 
tice Department says no. Gerhard Gesell, 
the trial's admirable judge— 
who is set on getting a verdict 
"while I’m still alive" —vwill de- 
cide this week whether Mr 
Reagan's appearance is essen- 
tial or whether, as is more 
likely, the defence must make 
do with his written, or video- 
taped, answers to questions. 

Mr North's lawyers want 
to prove that the former lieu- 
tenant-colonel was no free- 
lance zealot but a loyal marine 
carrying out the orders of his 
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superiors, including the man at the top. In 
helping the Nicaraguan contras, at a time 
when Congress had banned or restricted 
American aid, Mr North was plainly doing 
what Mr Reagan wanted. But how specific 
were the orders, or the approval! Mr 
McFarlane, who was Mr North's boss at the 
National Security Council, revealed that Mr 
Reagan may have been better informed 
about Mr North's schemes than he was able 
to recall in his testimony to the Tower com- 
mission in 1987. For example: Mr Reagan 
initialled his approval on a 1985 memo sug- 
gesting that the Honduran government be 
given an extra $110m as quid pro quo for 
helping the contras based in Honduras. 

But Mr North is not being tried for 
helping the contras, nor for diverting the 
profits from the Iranian arms deal in their 
direction. The broad charges against him 
were thrown out for fear they would imperil 
state secrets. He remains accused of lying to 
Congress about this aid, lying to the attor- 
ney-general about the diversion, and alter- 
ing and destroying documents. 

Mr Reagan did, it seems, instruct Mr 
McFarlane not to tell Congress about the 
$32m that Saudi Arabia contributed to the 
contras. This gets very close to the nub of 
the defence. But telling people to keep silent 
is not quite the same as telling them to lie— 
and Congress, undoubtedly, was lied to. Mr 
McFarlane, who can safely implicate himself 
since he has already been sentenced to pro- 
bation on a related charge, was blurry about 
whether he or Mr North drafted some of the 
written lies. Congressman Lee Hamilton 
was quite clear that Mr North lied to him, 
face-to-face. So was the former attorney-gen- 
eral, Mr Edwin Meese. But no transcripts 
were taken at these meetings. 

The public queues up at the court door. 
But the day-to-day proceedings are a trifle 
disjointed, the few revelations exciting only 
to aficionados. The 1987 congressional 
hearings were tremendous theatre: the arms- 
for-hostages deal and the surreptitious con- 
tra aid were drawn into a single theme by the 
rascally cast of characters involved in both 
dubious enterprises. Mr Gesell steers his 
court away from the perilous Iranian seas— 
mined with classified documents that could 
yet sink the trial —towards less turbulent wa- 
ters: letters and statements to Congress, the 
misuse of tax-exempt organisations, the 
shredding of documents . 

And Mr North's own rectitude. Among 
the 12 charges against him are two rather 
personal ones. He is accused of converting 
travellers cheques destined for the contras 
to his own use and of accepting, illegally, a 
security system for his home. Rather petty 
these matters are, compared with the 
technicolour vision of pirates hijacking 
American foreign policy. Yet they might, 
should the jury find him guilty, make Mr 
North a little less of a hero. 
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HE cause that put Mr North in the 
A dock—the overthrow of Nicaragua's 
Marxist government by American-assisted 
rebels-—has been dead since the summer of 
1987. That was when Mr Jim Wright, 
Speaker of the House of Representatives, 

on Democratic waverers over to the peace 
an that the Central American presidents 
id just signed at Esquipulas in Guatemala 
he same Esquipulas of the mysterious cru- 
fix discussed on page 44). Neither Mr Rea- 
ir Mr Bush in his campaign to be 
esident, acknowledged its demise. Now, as 
president, Mr Bush has tacitly done so; and 
ongress, with a sigh of relief, has come up 
ith decent funeral meats. 

The policy that Mr Jim Baker, the secre- 
of state, worked out in admirable se- 
ecy with congressional leaders provides 

at the contras should continue to get 
5m a month in non-military aid until 
bruary 1990, when the Nicaraguan gov- 
nment has said it will hold free elections. 
ptions after that are open; they do not re- 
stícally include the reincarnation of the 
ontras as a fighting force. Mr Baker, mak- 

«ing the best of things, says policy will now 
focus on the democratisation of Nicaragua. 
-And if a Marxist government re-emerges 
from that process, the administration will 
ive with it. 

= Since no foreign-policy debate during 
the Reagan years was as fraught with passion 
is the contra business, Mr Baker's deal with 
ngress has doused Washington in a 
ng shower of satisfied togetherness. But 
ngressional leaders, in particular Repre- 
ntative David Obey, still insisted on a six- 
onth check-point: under a separate “‘gen- 
emen's ee the aid will cease in 
November unless the Democratic leaders in 
Congress agree, in a letter to Mr Bush, that 
t should continue. 

= Mr Boyden Gray, the White House 
-ounsel, who was not consulted, did not like 
his proviso and said so publicly, asserting 
hat it amounts to a legislative veto (which 
he Supreme Court has ruled unconstitu- 
ional) and could undermine presidential 

uthority. Nonsense, scolded his White 
House colleagues: Mr Oray was talking out 
turn, and anyhow he just doesn't get on 
th Jim Baker. 

At their latest meeting, the presidents of 
he five Central. American countries told 
hemselves to come up with a plan by May 
-16th for dismantling the contra army in 
iode and for sending the contras back 
-to civilian life in Nicaragua, or somewhere 
‘else. Mr Oscar Arias, president of Costa 
Rica and architect of the Esquipulas peace 
‘plan, will meet Mr Bush at the White House 
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Miami, where their leaders reside in com- 


fort. In fact, Mr Bush is cutting the leaders’ 


stipends in an effort to get them back to 


Nicaragua. 
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Drugs 


Crack babies. 


SAN FRANCISCO 


66 SHEY can't be cuddled like normal 


babies. Often their arms and legs, 
even their- necks, are rigid. They don't fall 


into normal sleep patterns . . .. They cry in- 


cessantly. Their stomach cramps make them 
want to eat but their digestive systems can- 
not handle food. What we watch to prevent 


is a seizure. We hope to minimise brain 


damage." | 
The nurse speaking, Joy Bl obo w s in 
the infant intensive-care unit at Highland 
Hospital in Oakland, California, one of the 
urban areas el eas with drugs, especially 
cocaine in the highly addictive and fast-act- 
ing form of "crack". The hospital says that 
about a fifth of its babies are born addicted 
to drugs. Of these, 90% are hooked on co- 
caine, though most of their mothers use 
more than one kind of drug. 

Even clean-living Minneapolis, Minne- 
sota, is suffering an epidemic of crack-ad- 


dicted babies. In 1987 Minneapolis had 


Monthly s says. “By 2r dnd of 1988, n city 
was counting 20 drug babies a month. 

Heartbreaking as it is is for the doctors 
and nurses who care for the babies, some- 
times keeping them on life-support equip- 
ment for weeks, they often find it even more 
distressing to return the babies to mothers 
for whom drugs remain the dominant fea- 
ture of life. Such a mother may be indiffer- 
ent to her child or abusive when its cries irri- 
tate her. The babies themselves are not easy 
to care for; they lack normal responsiveness. 
“We may see that baby back in the emer- 
gency room, severely battered," says Joy 
Bloyd. "Then the hunt begins fot a foster 
home." lt would be better, obviously, to 
reach pregnant women early to keep them 
off drugs. Legislators in many states are 
grappling with questions about imposing 
drug tests on pregnant women, opening 
educational programmes, increasing their 
medical care and alerting doctors. 

Hospitals have discovered that ever. . 
chance hit of cocaine taken before a woman 
realises she is pregnant can affect a develop- 
ing foetus. The woman's blood pressure 
jumps dramatically in response to the drug 
and this can sometimes cut off the foetus's 
blood supply. If the baby's delicate blood 
vessels rupture, it may die ofa wd Other- 
wise, a diminished blood supply shows up at 
birth in smaller-than-normal head size and 
lower birth weight. Cocaine-addicted babies 
who survive to school age are likely to have 
to go through life with damaged brains. _ 
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Mr Super Bowl 
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| JF YOU had about $4m in 1960 

| ($15.5m in today’s terms), you would 

| have been clever to buy an American 

| football team. Today your team would be 

| worth close to $100m. The man you 

| would have to thank is Mr Pete Rozelle, 
the commissioner of the National Foot- 
ball League. He announced his retire- 

| ment from the job on March 23rd. 

| Mr Rozelle took over the 12-team NFL 

| in 1960 and, by understanding television 

| and marketing, turned a lesser sport into 

| à national obsession surpassing baseball. 

| loday's 28 teams share a billon-dollar 

| television contract, transfix Americans 

| 

i 

| 

i 

| 
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of all classes on Sunday afternoons and’ 
Monday evenings and participate (or at. — 
least hope to) in probably the world's... 


glitziest event, the annual Super Bowl. It 
was Mr Rozelle's creation. 

During his tenure, especially during 
the last few years, Mr Rozelle had to en- 


dure owners who wanted to move their 


teams from cities that loved them, foot- 
ball-players who went on strike and rival 


rata 


leagues of jealous millionaires who 
wanted a piece of the action. Mr Rozelle 
and his league survived and, indeed, are 


rmt eran parans Sig pad 


diversifying (the NFL is to create an inter- 


national league to Par in Europe). Mr 
Rozelle is said to be leaving because the 
job has become too stressful. He changed 
football from a game to a business, and 
the business, it seems, wore him out. 
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The shadow over Lebanon 


FROM A CORRESPONDENT IN BEIRUT 


p LEBANON only the brave tangle with 
President Hafez Assad's Syrian soldiers. 
Since marching into the country 13 years 
ago they have fought hard against virtually 
every one of its numberless factions. They 
saved the Maronite Christians from defeat 
by the Muslims and their Palestinian allies, 

'n fought the Maronites when they tried 

take advantage. Syrian soldiers stood 
with Palestinians against Israel's invasion in 
1982; later they chased out Mr Yasser 
Arafat. Even the ferocious gunmen of 
Hezbollah, the Iranian-inspired “Party of 
God", have been cowed. Last spring, when 
Syrian foot-soldiers tramped into the south- 
ern suburbs of Beirut, the Hezbollah fighters 
meekly stowed away their guns. 

The latest challenge to Syria's authority 
in Lebanon is, therefore, a surprise. It is be- 
ing led by General Michel Aoun, a Chris- 
tian, who is head of the country’s decrepit 
official army. This gives the general com- 
mand of far fewer battalions than most of 
his potential enemies. Yet he has spent re- 
cent weeks throwing his weight around. 
First he organised, and won, a sharp fight 
against fellow Christians in an unofficial mi- 
litia known, confusingly, as "the Lebanese 
Forces". Then, at the beginning of March, 
he clamped a sea blockade on all Lebanon's 
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"illegal" ports—including those in the parts 
of Lebanon that are under Muslim control. 
Now he wants Syria to take its army.out of 
Lebanon before he chucks it out. 

Where does a general with so few troops 
find the courage to issue empty threats 
against one of the most dangerous armies in 
the Middle East? One possibility is that re- 
cent promotion has gone to the general's 
head. Last September Mr Amin Gemayel 
ended his term as Lebanon's president. The 
Muslims and Christians in parliament could 
not agree on a successor, so each side nomi- 
nated its own. As far as Muslims are con- 
cerned, Lebanon is at present being run by 
Mr Salim al-Hoss, who is a Muslim. In 
Christians' eyes the government is headed 
by General Aoun, who was put in charge of 
an "interim administration” by the depart- 
ing President Gemayel. 

Accommodating both governments was 
easy enough when both obeyed the unwrit- 
ten rules. Every schoolboy in Beirut knows 
that former President Gemayel, whose au- 
thority was nominally recognised by Mus- 
lims and Christians alike, presided mainly 
over his presidential palace. Lebanon is ac- 
tually run as a patchwork of confessional 
fiefs, each of which maintains at least one 
private army to keep others at bay. The 


patchwork is watched over by about 30,000 
Syrian soldiers, who make sure that none of - 
the private armies grows strong or foolhardy _ 
enough to threaten the balance. E 
General Aoun's blockade of Muslim — 
ports was a severe breach of the rules. So are 
the provocative things he has been saying — 
about the Syrians. At one press conference 
he went beyond calling for Syria's with- 
drawal from Lebanon to demand that Presi- — 
dent Assad resign from power. Syria, he | 
says, is a terrorist state holding 4m Lebanese — 
as its hostages. He promises a long "war of- 
resistance” to drive the Syrians out. y 
The predictable result of all this vain- — 
glory came in the middle of March. Gunners — 
in Beirut's western (Muslim) half unleashed — 
an artillery barrage on the city's eastern 
(Christian) half. The shelling went on, in 
both directions, until March 29th, when a — 
precarious ceasefire was called. By then at ` 
least 90 people had been killed and more | 
than 400 wounded. Thousands of refugees, 
fearing a new round of civil war, poured — 
south to take refuge in the safety of the self- 
declared “security zone" which Israel main- _ 
tains just beyond its border with Lebanon. — 
The latest battles may simply die away _ 
like other battles before them. Yet there are 
ominous differences. This has been the first — 
bout of serious fighting in a long while to 
break out along Lebanon's main sectarian - 
rift, between Christians and Muslims: most - 
of the killing in recent years has been caused | 
by fights for supremacy within the separate | 
camps. The bombardments have also bro- 
ken a three-year-old agreement between the 
Christian and Muslim halves of Beirut to re- 
frain from the indiscriminate shelling of — 
each other's residential areas. | 
If General Aoun persists in his cam- - 
paign against Syria, more bloodshed is un- 
avoidable. For the moment, he brims with 
mysterious confidence, and talks grandly — 
about rebuilding Lebanon as a united soci- 
ety cleansed of foreign soldiers. He has sent ` 
Mr Assad a letter demanding that he call his — 
army home, and wants the United Nations — 
to remove Israeli forces from the south. Yet, 
even in his own Christian enclave, he does - 
not enjoy unanimous support. To reporters 
puzzled by his confidence he says, in crue - 
sader language: "Dieu et mon droit." A 
Lebanon’s ubiquitous conspiracy theo- 
rists offer another explanation. The general, 
they say, has armoured himself against Syria 
by acquiring a powerful foreign ally. This — 
time it is not Israel: its defence minister, Mr 
Yitzhak Rabin, has said bluntly that what ^ 
happens in Beirut is no concern of his. On — 
the other hand, Iraqi weapons are said to 
have been pouring into the Christian en- _ 
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Montazeri's out 


HE heir-apparent has left the 
stage. Ayatollah Hussein Ali 
Montazeri, who is only 66, has with- 


_ drawn as the designated successor to 


Ayatollah Ruhollah Khomeini, su- 
preme guide of Iran’s Islamic revolu- 
tion, who may be 86. So what? 

Not much, perhaps. The old 
ayatollah is unpredictable even when 
he is comprehensible. The people 
most fed up with the old man’s whims 


. are those who have to try to explain 


them to foreigners. Last weekend 


| Iran's ambassador to the United Na- 


tions resigned. There is talk of the res- 
ignation of the foreign minister, Mr 
Ali Akbar Velayati. Ayatollah 


|| Montazeri, during the celebrations 


last month of the tenth anniversary of 
the Iranian revolution, decried the 
shouting of “slogans that shut us off 
from the rest of the world". 

This was strong stuff. The point of 
the revolution was never to include 
Iran in the world, but to set it apart 
amid a Shia self-righteousness that no 
other country could share. Irrational- 
ity extends even to the questions of 
how the supreme guide's successor is 
to be chosen and whether that succes- 
sor is to be a single mortal or a three- 
saint or five-saint consortium. With 
Ayatollah Montazeri’s withdrawal, 
the vacancy is officially open, Many 
sensible Iranians will be hoping, and 
no doubt praying, that it is not filled 
by the sort of man whom Ayatollah 
Khomeini might prefer, who would 
be the nearest possible replica of 


himself. 
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the end of the Gulf war, Iraq's. President 
Saddam Hussein has been freed to pursue 
an appropriate revenge against Syria’s Presi- 
dent Assad, his old enemy, who backed Iran 
during the war. He may well have decided 
that Lebanon is President Assad's most vul- 
nerable spot. It is. That is exactly why only 
the brave challenge him there. 





Egypt 


Asking for more 


FROM OUR CAIRO CORRESPONDENT 


N THE road again, President Hosni 

Mubarak is off to the United States. 
Already this year he has visited Iraq, the 
United Arab Emirates, Japan, Kuwait, Bel- 
gium, Germany, Holland and France, seek- 
ing to keep up momentum towards Middle 
East peace and to explain to impatient credi- 
tors why Egypt's chronically depressed econ- 
omy deserves to be kept afloat. Egyptian 
leaders tend to specialise in this sort of 
work. Mr Mubarak will need all his genial 
persuasiveness when he meets President 
Bush and his advisers on April 3rd. 

On his last American trip, in January 
1988, Mr Mubarak helped persuade Mr 
George Shultz to take a last fling at Middle 
East diplomacy and launch a peace initia- 
tive. It flopped. Mr Bush's administration 
has made clear that it is not about to push a 
specific plan, only to circulate ideas that 
might create an atmosphere in which Israelis 
may talk to Palestinians. 

Egypt helped persuade Mr Yasser 
Arafat to meet American conditions for a 
dialogue with the Palestine Liberation Orga- 
nisation late last year. Now it wants that dia- 
logue to continue and deepen. Mr Mubarak 
hopes to overcome Israel's ingrained dis- 
trust of the PLO while keeping those old ad- 
versaries, King Hussein of Jordan and Mr 
Arafat, on civil terms. Last weekend he took 
the two of them on a friendly cruise along 
the Suez Canal. 

The peace issue will grab the headlines. 
But Egypt's economic plight matters just as 
much. Fourteen months ago, during Mr 
Mubarak's last visit to Washington, the 
painful questions of debt and budget cuts 
were, for once, less pressing. Egypt's agree- 
ment with the International Monetary 
Fund, made the previous May, had allowed 
the rescheduling of about $6.5 billion in 
payments on the debt of $43 billion that was 
due by June 1988. That deal is now unravel- 
ling. Egypt must have a fresh agreement 
with the IMF if it is to reschedule more debt 
and, more importantly, unlock new credits. 

Egypt is in arrears on $400m of debt to 
France, its second-largest creditor, which is 
therefore lending no new money. Its chief 
creditor, and donor, is the United States. lt 
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the beginning of the year. Since “has kept 
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supplying $2.2 billion a year in aid - 
tied to exports and development projects, 
but is withholding $230m more until the 
Egyptians make economic reforms that 
Congress regards as "significant". Egypt is 
also in arrears on its military debt of $4.5 
billion. If payments do not start by July 
15th, the Americans may cut off all assis- 
tance, economic and military. 

The Americans and the IMF want Egypt 
to cut the budget deficit, which means re- 
ducing subsidies, especially on food. Mr 
Mubarak, an experienced brinksman, ar- 
gues that this would be politically explosive. 
He will plead for blessings on his policy of 
"reform by stealth": steady changes, intro- 
duced without publicity. So far it has 
avoided riots but failed to revive the sputter- 
ing economy. 

In its latest gloomy report the American 
embassy in Cairo reckons that economic 
growth has for several years failed to keep 
pace with the growth of the population. ! 
vestment is down, inflation and unempk 
ment rising; pessimism and uncertainty pre- 
vail. Tourism is doing well, but the other 
main foreign-exchange earners, workers' re- 
mittances and oil, are declining. Hard-cur- 
rency earnings tend to avoid official chan- 
nels and find their way on to the black 
market, or abroad, where Egyptians are said 
to own $40 billion-worth of assets. With the 
holy month of Ramadan approaching, there 
are serious shortages of (subsidised) wheat 
and bread, and angry queues outside bak- 
eries. Western embassies estimate that Egypt 
needs about 1m tonnes more of wheat and 
flour to keep the bakeries supplied through 
the spring and summer. 

No wonder Mr Mubarak prefers to talk 
peace and sit at summit meetings. Egypt is 
no longer boycotted by its fellow Arabs. On 
March 30th King Fahd of Saudi Arabia fin- 
ished his long-awaited visit to Cairo. The 
king was, it seemed, anxious because, in 
February, Egypt had joined with Iraq, Ji 





Help, says Mubarak to Fahd 
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There you are - = living and possibly working a long 


way away from home. Maybe in a sunnier climate and quite 






probably with a good standard of living. 






But you still feel that distance, don't you? 






Especially when all those enthralling annual events ate 






taking place. You know, the ones from the Grand National 






to Glyndebourne that make England so English and so 






different from anywhere else. But there are compensations. 






Invest offshore for more. 






As an overseas resident you can take advantage of the 






many benefits of investing your savings and earnings offshore. 





And who better to do it with than Barclays 


International Funds? 

























Barclays is a name you know and can trust. 

Barclays International Funds is a group of no 
less than 17 expertly managed funds marketed from 
politically stable Jersey in the Channel Islands. 

With a firm that offers more. 

You can invest in anything: equities worldwide, 
major currencies, gilts and other fixed interest stocks, 
even minerals. | 

And you enjoy total flexibility. 

You can switch from one fund to another 
without a lot of bother. 

You can start with as little as £1,000 or USS1,500. 
There are, however, special privileges for those 


33100 00 or more. 
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investing £50,000 or US 
Why not send the coupon today for details, abso- 


lutely free of charge and without obligation on your part. 























Please send meac copy of your free Lr re and details of 
qeu Special Cunard Holiday Offer. 


lam considering investing a SUM of £1. 
“Names. 


Address 


SEND TO: RICHARD ROBERTS, 
BARCLAYS INTERNATIONALE FL NDS, 
DEPT Ed; SS. PO BOX i52, 

RUE DES MIELLES, ST. HELIER, 
JERSEY, CL TEL: (0534) 57888, 
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re bility. | relopment by Hughes Aircraft Company for the U.S. Navys 
orne Low Frequency Sonar (ALFS) program, the new sonar is designed to operate fn 9m both 
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S MKIII and the CV helicopters. This will enhance the Navy's Airborne ASW ef 
nner and middle zones of battle group deployment. Hughes, and its teammate Thor 
| ASM, will demonstrate the performance of this new sonar in flight tests aboa 











pter in early 1989. The team’s ALFS concept embodies leading-edge technolog 
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e Scale Integrated (LSD chips using advanced gallium arsenide (GaAs no 
processing functions with fewer components and faster rates. The chips ar 
for AT& T-Bell Laboratories under a Defense Advanced Research Project. 
act to fabricate high performance gallium arsenide integrated circuits. Thes 
lensities as high as 5000 logic gates, which translates to about 350000 to 45000 
y using heterostructure FET source follower logic (SFL), the chips will operate at a 20! 
tz clock rate, or about ten times the speed of conventional CMOS based chips. Applicati 

ew integrated circuits include the Strategic Defense Initiat ive and other military systems th: 


low-power, high-speed, radiation-tolerant LSI technology. 
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mic materials which exhibit superconductivity at much higher temperatures. By making arra 
m these new ceramics, some of the requirements on the cooling equipment could be reduced. This 
id cut the power requirements of the system, increase its performance, and decrease the cost. 

















inique optical computer system that can analyze light through an electroplating solution may lower 
of producing printed ci rcuit boards. The Hughes-built Automated Chemical Analysis for’ 
Solutions (ACAPS) system measures the chemical absorption of light frequencies to determine 


emical makeup of an electroplating solution. By continuously monitoring the concentrations of 

icals, the solution can be maintained nearly ideal at all times, improving the process’ - 

ency. That, in turn, results in substantial cost savings by improving production scheduling — — 
e number of boards that have to be scrapped or reworked. — ME T we 
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more information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 









il. Saudi 
he Gulf Co-operation Council, 
ng suspected that the new orga- 
it fall under the influence of 
Mr Saddam Hussein. There are fears 
he Iraqis, no longer preoccupied by 
var with the lranians, might start 
thering their Arab neighbours instead. 
Before his Cairo visit King Fahd had been to 



















seemingly redundant, since the Saudis and 
_ Iraqis are already linked in the Arab League. 
~ If the Saudis want Arab friends, the 
Egyptians are ready to oblige. They are 
* piqued that the Saudis have been so slow to 
-.. follow up their formal restoration, last year, 
- . of diplomatic relations. Perhaps in defer- 

ence to Syria, the Saudis have not yet called 









à f the Arab League, to reinstate __ 
E ll member. But money would. ` 


Cash. was said to have helped Egypt 
d out for debt rescheduling in 1987. A 


- fresh contribution would not hurt. 





Just in time? 





= LOR the moment, Sudan's rulers are 
< A sounding decent. The government of 
— Mr Sadiq el Mahdi had rejected negotia- 
tions with the southern rebels, expelled half 

a dozen foreign aid agencies and presided 
over a famine that killed at least 250,000 Su- 
danese in 1988. But on March 5th the prime 

. minister declared that he wanted peace and 
— told his unpeaceful cabinet colleagues to re- 
— sign. Four days later the United Nations, 
which is trying to hustle both government 
and rebels into a ceasefire, claimed that Mr 
Sadiq had accepted its proposal for a “pe- 
iod of tranquillity" in April. The new cabi- 
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Baghdad to sign a "non-aggréssion pact’ — - 


wound. A quick fix of Saudi and 4d 

















FROM OUR EAST AFRICA CORRESPONDENT 


LONG the track. from Babanusa to 
Aweil, where last year’s famine 
killed more than 8,000 people, the trains 
move in groups of four. A convoy carries 





“a cargo of some 4,000 tonnes. But only a 
quarter of that is relief food. The journey: 
is. seldom. attempted. And, last time it 


was, the train took about a month to 
complete the 200 miles. Here’s why. 


When the freight cars are loaded at 


. four locomotives that work the track tò 
Aweil. The gauge is different from the 

| rest of the railway system's, so other en- 

gines are no use. ^. 

.. Onetrain carries railway workers and 


by rebel attacks on the line and rolling 
stock. A second train carries soldiers, to 
forestall more attacks. A third train car- 
ries food for Aweil's profiteering mer- 
chants. That leaves only the fourth for 


| 
i 
i 
f 
Babanusa, they. are linked to the only 
| 
| 
| 
| 
| 
| supplies of relief food. 





net, which met for the first time on March 
26th, lost no time in setting up a committee 
to start fresh talks with the rebels. 

Decency had useful allies. When Islamic 
fundamentalists (part of the old govern- 
ment, but not of the new one) blocked peace 
talks last December, the trade unions went 
on strike. In February the army demanded 
talks with the rebels, and rumours of a coup 
encouraged the prime minister to pay atten- 
tion. Sudan's western sponsors, whose elec- 
torates do not like seeing starving people on 
their televisions, also want peace so that 
food can be sent to the south, where crops 
and cattle have been destroved by war. To 
make their wishes felt; the Americans have 
started delivering aid to rebel areas, despite 
the government's objections. The Dutch 
have cut aid to the north and the Canadians 
have said they will consider doing the same. 

Since Mr Sadiq took office in 1986, Su- 
dan has averaged two governments a year. 
The new one may not last much longer than 
average. lt excludes the National Islamic 
Front, whose attachment to Islamic law 
makes it hostile to peace with the rebels — 
their Christian leaders are strongly opposed 
to the Islamic code. In 1987 the front's riot- 
ing supporters, many of them students, 
brought down a coalition. 

If the prime minister really wants peace, 
he will have to resist any more such bullying. 
For 30 years he has preached reconciliation 
with the south. But he is a religious leader as 
much as a politician, and wants to build a 


spare parts, so as to repair damage caused | 


Ur ai FUA UIT TOTAM PHAR SURE AUI SAOCHAMARELR SERE DEI A ni ana acuerdo ere EE EET E E ARRA EARN 




















alongside. Each night the train sto 
and pickets áre posted. o 

The train has sat in Aweil since 
there in late January, after more than 
year in which the trip had not beet 
tempted at all. It will stay there unti 
gets an adequate armed escort to cot 
back or, depending on which. rumo 
you choose to believe, until the r 
Workers agree to risk their necks wi 
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state which, however tolerant, is thoro 
Islamic. The rebels want to be free be 
Islam and of its Arabic-speaking nor 
advocates. Still, whatever the chances 
lasting peace, the prime minister s 
pared to declare a ceasefire for th 
— To prevent another famine as 
last year's, the rebels’ co-operatiói 
needed. They control almost all the c 
side in the south, through which relie 
plies must travel. Since January the 
captured a string of towns from the go 
ment (see map) and have tightene 
siege of Juba, the government's main s 
ern stronghold. " 
With the war going their way, the 
rejected the UN's proposal for a ceasefi 
April. But on March 23rd the UN s 
rebels had accepted its idea of eight 
dors of peace" through which. foo 
medical supplies could be sent to: 
The UN's optimism was supposed t 
awkward for the rebels to denou 
plan; but the next day a rebel spo 
jected to the idea that some supplies 
be delivered by air. He pointed’ 
truck convoys are a much more- 
method. Translation: "Send the fooc 
the roads and rivers we control, so 
can oversee its distribution.” wr 
The UN hopes to move supplies 
south before May, when rains usu 
the region off until November. Bu 
müch food and medicine is needed? In. 
March the UN said it aimed to get 







































































tonnes of supplies to the south; by the end 
_ of the month officials were talking of “more 

- than 110,000 tonnes”. Either way, the plan 
(ds ambitious. During the Ethiopian famine, 

the rescuers moved 83,000 tonnes of food in 
their most successful month. 

Some supplies have already been air- 

- lifted into southern towns. In early March 
relief agencies operating in government-con- 
trolled areas had two small twin-engine 
Twin Otters, one Dash 7 (four engines) and 
one big C130. Even if each of these aircraft 
worked non-stop through April, they could 
only deliver a fraction of what is needed. 
Though other aircraft operate from Uganda 
and Kenya, the UN knows that the bulk of 
the supplies will have to be brought by rail, 
|. water and road. 
The railway is chaotic (see box on previ- 
Ous page). In peacetime many southern 
_ towns are supplied by Nile barges. Now the 
rebels often sink them even if they can get 
- through the reed-beds. Nobody talks of re- 
- lieving Juba by barge, though the UN hopes 
fo get another convoy to Malakal (the last 
such ensured that town’s food supplies for 
six months). The roads are mined, and vul- 
- nerable to attack by thieves as well as rebels. 
Many food trucks have been stolen. 
Red tape also endangers the relief effort. 
No aid workers are allowed to go to the 
south without permits. The exact path of six 
out of eight relief corridors is yet to be nego- 
tiated. It took the International Committee 
of the Red Cross most of last year to get per- 
mission from government and rebels to fly 
food to four towns on each side. Embassies 
and aid workers in Khartoum have known 
for months that the south must be relieved 
before the rains in May. Their governments, 
'Sudan's and the UN itself may now be too 
Tate to prevent a new famine. 
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Garcia's new 
friends 
| E CORRESPONDENT 


RASPING for lifelines, President Alan 
Garcia defies those who predict his fall. 
d d has drawn new strength from the multi- 
. national oil companies whom he usually de- 
. nounces and from the terrorists whom he al- 
ways fights. His minister of mines 
accompanies the archbishop at the blessing 
— of a new oil-well. His prime minister flies off 
- with the head of the armed forces to mark 
«the death of some guerrillas who—in com- 
pany, the government says, with cocaine 
- gangsters—had mounted an unsuccessful at- 
tack on a provincial town. Thus Mr Garcia's 
- government allies itself with the church, the 
= army and the anti-drug Americans. He 

needs such friends, since he has few among 


Shining path to everlasting bonfire 


the electorate. Just after he took office in 
July 1985 the unpredictable president had 
an approval rating of 9696 in the opinion 
polls. Now he has just 9% 

The new alliances may help Mr Garcia 
ride out the political storm until the munici- 
pal elections next No aybe, 
to the general election in May 1990, and the 
end of his term of office in July. Only if the 
terrifying Maoist guerrillas of the Shining 
Path make elections unworkable, or if the 
electorate makes a Marxist choice, is Peru's 
army likely to stage what diplomats politely 
call a "challenge" to President Garcia's 
elected government. 

The economy is getting even worse. The 
central bank reckons that Gop, which fell by 
almost 9% last year, will fall by another 14% 
this year. Inflation is still running at 35- 
40%. But Mr Garcia keeps the soldiers 
happy. His government recently doubled 
their wages and promised them all they 
need, including Italian helicopters, money 
and no-holds-barred laws, to combat the 
Shining Path. Mr Armando Villanueva, the 
prime minister, has taken the job of minister 
of the interior too, and says that everyone 
should fight insurgency—implying, per- 
haps, that those who do not fight are ene- 
mies, fit to be shot. That is the sort of talk 
the army likes. 

As for money, fresh hope of it has come 
from the oilmen, though there can be no 
pay-off for at least three years. Occidental 
Petroleum says it has made a find, probably 
huge, in Block 36 of the central Peruvian 
Amazon jungle. Shell has high hopes from 
its gas find farther south. The two giants 
may share a pipeline, either over the Andes 
to the Pacific or through Brazil to the Ama- 
zon. Mr Garcia's energy adviser, Mr Abel 
Salinas, hopes the two projects could add 
$1.5 billion to Peru's present annual export 





revenue of $2.8 billion; the president says 
this transforms the country's medium-term 
economic outlook. 

Mr Garcia's government was not always 
keen on multinational companies. Last year, 
under pressure from his party's left wing, he 
let Shell plug its gas wells and pull out for 
lack of a firm contract. However, the com- 
pany might come back; oilmen are usually 
ready to wait until prices boom before ac- 
cepting governments' terms. 

Mr Garcia is equally ambivalent about 
Peru's own exporters. The central bank, by 
restricting the issue of domestic currency, 
has caused the unofficial exchange rate to 
stabilise near the official rate, at 1,250 intis 
for one American dollar; in December the 
illegal rate was double the official rate. Some 
businessmen foresee an export boom, reck- 
oning that with a more stable currency it 
might be worth selling things to foreigner: 
(asparagus and citrus fruit to the Unitec. 
States, for instance, in competition with suc- 
cessful Chile). But the president's long- 
standing antagonism to exporters makes his 
entourage wary of proposing the necessary 
laws, incentives and customs procedures. 
Production is anyway unlikely to expand 
while farms are restricted to a maximum of 
150 hectares. Not much is likely to be done 
for exports until 1990 and the election. 

The constitution forbids the president 
from standing for election as his own succes- 
sor. In the doldrums, he seems to be looking 
forward to his next chance, which is due in 
1995, By then, with a bit of luck, the oil and 
gas may have started to flow, the burden of 
international debt may have been lightened, 
and the intervening government may have 
set Peru's able businessmen free to export. It 
seems a dream. But then Mr Garcia is noth- 
ing if not a dreamer. 
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-Eligible for a tax-free car? 
. Saabhas the organization. 
Sand the car 


Tax-free is a word we like to use cautiously. 
However, look what you get when you buy a Saab 
from Saab International and Diplomat Sales. 

We offer the complete range of Saab cars, at a 
price well below the recommended list price. 

Each car is backed by a support programme 
that includes warranty and road-side travel 
insurance coverage. 

We handle all the paperwork for you. 

We even ship your Saab to the States free of 
charge, should the need arise. 

Post the coupon today. Better still test drive a 
Saab at your nearest dealer and get all the details 
from the International and Diplomat Sales 
specialist. 
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LPS are now offering their second quaranteed fund, London 
Portfolio Guaranteed Company Il Ltd. The Fund's aim is to 
achieve a high rate of retum through trading international 
futures contracts. It is registered in Bermuda. 

* Capital Guarantee A major intemational bank guarantees 
to the Fund the retum of an amount equal to the initial 
invested capital when the Fund matures in June 1994. 


* Strategic Investment Futures funds are an important 
element in a diversified portfolio. Furthermore they can profit 
from rising or falling markets. Through the international futures 
clearing broker, Cargill Investor Services Inc. (CIS), and the 
expertise of LPS in guaranteed funds, LPG II offers highly 
professional and effective access to this key investment sector. 




























| * Rigorous Selection of Trading Advisors LPS and CIS have 
|. employed the OPTACIS*" program, a proprietary advanced 
computer system for the combination of futures investment 

| advisors. While past performance is no guarantee of the future, 
 OPTACIS?" has selected a combination of Trading Advisors 


showing an historical compounded annual rate of return on a 


pro-forma basis of 





* No Sales Charge Substantially all investors’ capital is put to 
work. Minimum investment $30,000. > ue 
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Portfolio Guaranteed 





Company H Lid. 
An investment offering sponsored by: 
London Portfolio Service plc, 
10] Neptune House 
Marina Bay, 
Gibraltar 
Tel: (350) 79120 | 
Fax No: (350) 78428, Tx No: 2378 GET GK. 


This advertisement does not constitute an offer to sell shares. | 
Applications for shares in London Portfolio Guaranteed Company fi 
Ltd. will only be considered on the terms ofthe Prospectus ^ = pa 
For further information and a copy of the Prospectus please contact | 

LPS direct or fill in the coupon. i 











Please send a Prospectus to: 

Name: | ML 

Address: |. l Er- 
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Telephone if necessary on: |... London Portfolio Serv 
Offer closes Ist May 1989. | uu 
itis essential to include your telephone number in case prospectus needs to be couri 


OPTACIS'" is a proprietary product of Caraill Investor Services Inc., a wholly owned b 
managed subsidiary of Cargill Inc. CIS is a leading international broker in futures and optio 
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Colombia 


No doves here 


BOUT 16,000 people died violent 
deaths in Colombia last year. At least 
1,000 of those killings were political mur- 
ders, the rest mere gangsterism. So, as the 
government edges uncertainly towards 
peace with various left-wing guerrilla 
groups, the rebels are understandably reluc- 
tant to lay down their arms for fear of being 
murdered by right-wing terrorists, probably 
in the pay of drug-traffickers. 

The Patriotic Union is a left-wing party 
whose views reflect those of some of the 
guerrillas. Its presidential candidate was 
murdered in October 1987, its deputy lead- 
er on March 3rd this vear. Of its 87 candi- 
dates for mayoral office at the local elections 
in 1986, 29 were killed, as were several hun- 
dred activists. The party's president, Mr 
Bernardo Jaramillo, had promised to stay in 
the country until the party's conference in 
July; he carried a sub-machinegun at all 
times and was always protected by 15 body- 
guards. In January he left, apparently for a 
destination somewhere in Europe. 

It is not much safer in government ser- 
vice. An attorney-general, a justice minister, 
more than 50 judges and hundreds of sol- 
diers and policemen have been killed by 
drug-trafickers and guerrillas in recent 
years. Two women judges who issued arrest 
warrants for Mr Pablo Escobar, a leader of 
the Medellin drug cartel, fled to the United 
States after their lives were threatened. 

The government has for years been try- 
ing, on and off, to persuade the guerrillas to 


Pastoral in palmy Colombia 
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RESIDENT Julio Sanguinetti had 

hoped that his election, in 1985, 
would heal the rift between civilian soci- 
ety and the armed forces that ran Uru- 
guay for the previous 12 years. He has 
been disappointed. Plenty of civilians in- 
sist that they are entitled to retribution, 
and have collected the signatures of a 
quarter of the country's voters for a peti- 
tion that compels the government to 
hold a referendum on the subject. On 
April 16th Uruguayans will have a 
chance to vote on whether to uphold or 
reject the law that absolves the armed 
forces of crimes committed while fight- 
ing left-wing terrorists in the 1970s. 

Mr Sanguinetti pushed the law 
through in December 1986, under army 
| pressure, and has campaigned hard 
| against the attempt to repeal it. Despite 

strong feelings against the soldiers in the 

capital, Montevideo, he will probably 

win. But the referendum will partly be a 

vote for or against the president, so will 

give a clue to the outcome of the general 
election due in November. 
Because Mr Sanguinetti forgave the 








Retribution in Uruguay 


offending soldiers, Uruguay has been | 
spared the threats from mutineers and | 
maverick officers that have plagued Mr | 
Raul Alfonsin across the River Plate in 
Argentina. For that matter, Uruguay has 
seen no resurgence of far-left violence | 
such as that which broke out at Argenti- 
na's La Tablada army camp in January. | 
All the same, the president's critics say 
that he wants to override the process of 
law, while the vice-president, Mr Enrique 
Tarigo, the ruling party's candidate at 
the coming election, has warned of the | 
danger of “collective disobedience” by | 
army officers. | 
The difficulty of prosecuting officers | 
would be immense. If they were ar- | 
raigned, it would be hard to assemble the | 
facts to make charges stick, harder still to 
persuade brother officers to give evi- 
dence. The courts might throw out | 
charges not on their merits but to avoid | 
putting the accused in double jeopardy. | 
Justice might not be seen to be done; and. | 
Latin American military men would | 
grow yet more reluctant to stand back | 


and allow legitimate rulers to govern. 
EJ 





step unarmed into this maelstrom. The Pa- 
triotic Union, and its corpses, are one result. 
Several attempts to arrange ceasefires have 
petered out. In January and February, how- 
ever, the government's negotiator, Mr Ra- 
fael Pardo, started talks with Mr Carlos Pi- 


zarro, the commander of the M-19 guerrilla 





group. They agreed on a first step: the nam- 
ing of people to represent the state in official 
discussions of national policy. On March 
| 7th they made some further progress: M-19 
would by May 1989 move into a neutral 
zone guarded by the army, and would re-join 
civilian life. But Mr Pizarro insisted that his 
men should keep their weapons, and some 
of his colleagues disagreed with the whole 
plan. As a result, the outcome is still 
uncertain. 

A bigger guerrilla group, the Revolu- 
tionary Armed Forces of Colombia, : 
nounced a “unilateral ceasefire" on Feb, u- 
ary 28th. It has more or less kept its word, 
and the government hopes to draw it into an 
arrangement like that with M-19. A third 
band of guerrillas, the National Liberation 
Army, is fiercer: it is prepared only to 
"humanise the war —meaning to kill only 
soldiers and policemen, while it goes about 
its favourite job of blowing up the country's 
main oil pipeline. 

Colombia's government can hardly 
guarantee to protect the guerrillas' lives if 
they give up terrrorism, while the drug-traf- 
fickers and right-wing killers go free. “We 
have no magic solution,” an adviser to Presi- 
dent Virgilio Barco admits. "But if we make 
a settlement with the guerrillas, we can di- 
rect our attention fully to the drug-traffick- 
ers and the rightists.’’ Perhaps. Colombia's 
slide into anarchy has gone on for so long 
that it may be too late. 


———————————————— 
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The morning after 


OR once the party that had won a 

thumping majority on election night 
was looking glum. The election on March 
26th to the new Soviet parliament was 
clearly not one of the conventional sort. 
Next day the Communist party was still in 
charge; since nearly 90% of all the candi- 
dates standing in the election were 
-ommunists, its power was not at 
take. But from Vilnius to Vladivos- 
tok nobody quite expected how thrill- 
ing it could be to cast a ballot which 
for the first time counted for 
something. 

By mid-week, at least 20 senior 
party men had lost their seats. The 
party's greatest embarrassment was in 
Leningrad, where the regional party 
boss, Mr Yuri Solovev, a non-voting 
member of Mr Mikhail Gorbachev's 
Politburo, was standing unopposed 
and still could not scrape together the 
5096-plus-one votes he needed to win 
a seat. A whole clutch of his com- 
rades, including at least two Lenin- 
graders on the party's Central Com- 
mittee, went down with him. Their 
fate was shared by city party chiefs in 
Moscow, Kiev, Lvov and Minsk and 
quite a few regional party bosses. 

In the Baltic republics, the fate of 
arty men tended to hang on how en- 
chusiastically they supported the na- 
tionalist cause. Estonia's party bosses sur- 
vived because they had hitched themselves 
early on to the nationalist bandwagon. 
Some of their comrades in Lithuania and 
Latvia, whose support for the new, non- 
party popular fronts was lukewarm, fared 
less well. The Lithuanian party boss sur- 
vived because the nationalist move- 
ment there withdrew its opposing 
candidate, preferring to deal with the 
party boss they knew. Altogether 
across the Baltic states about two- 
thirds of the victorious candidates 
had the backing of the nationalists. 

Mr Gorbachev had wanted to 
give the party a prod in the 
perestroika direction. According to 
the Soviet foreign ministry press 
spokesman, Mr Gennadi Gerasimov, 
some of those party officials who were 
rejected for parliament may also lose 
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Constituencies 
by nationality 750 by 


their party jobs. "Party leaders must have 
not only the confidence of the party but the 
confidence of the people," he said. In all, 
some 20% of the party's candidates in Sun- 
day's election were defeated, although in 
many instances it was a case of one party 
man defeating another. Since most of the 


For the Yeltsins revenge, too, is sweet 


high-up ones who lost were known to be un- 
easy with some of Mr Gorbachev's reforms, 
losing them may make his life a bit easier. 
Although there was supposed to be 
more than one candidate to choose from in 
each constituency, in a quarter of the 1,500 
seats up for election on Sunday party people 


Pieces of the parliament 
Formation of the Congress of People's Deputies 


ep a 


Seats allocated to 
rritory 750 


"social organisations” 750 


TOME | of which 


Communist party 100 
Trade unions 100 


Soviet Women’s Committee 75 


Komsomot (Communist 
Youth League) 75 


Other 400 



























who disliked the new rules reinterpreted 
them in order, so they thought, to stand n- 
opposed. But the voters had been promised 
a say and were determined to have it. Of the 
prominent Communists who lost, quite a 
few did so because more than half the voters- 
who turned up scratched out their names. 
One comrade whom Mr Gorbachev would 
have liked to see the back of, the Ukrainian - 
boss Mr Vladimir Shcherbitsky, survived by _ 
wangling himself an unopposed seat in a ru- 
ral fief outside Kiev. All the same, 63,000 
voters, or about a quarter of those who 
turned up at the polls, had the quiet satisfac- 
tion of striking out his name. n 

The biggest, if most predictable, 
upset happened in the big all-Moscow . 
seat, which Mr Boris Yeltsin won by a 
landslide. Expelled from the Polit- 
buro and his job as Moscow party 
boss 18 months ago for persistently 
shooting his mouth off, Mr Yeltsin | 
used the election to take his reveng `f 
He campaigned against party privi- 
lege in general and the Politburo’s 
conservative-in-chief, Mr Yegor - 
Ligachev, in particular. Having failed 
to block Mr Yeltsin's nomination, 
the party tried to discredit him just 
before polling day by setting up a spe- 
cial commission to investigate his a - 
leged anti-party behaviour. ` 1H 

Mr Yeltsin is more a popu ist 
than a real democrat, but his crime 
seems to be that he thinks the Com- 
munist party should be answerable to 
parliament, not vice versa. Even Mr 
Gorbachev cannot stomach that. — 
Though at times it may suit Mr Gor- 
bachev to have a popular privilegi s 
basher as a counterbalance to the 
conservative wing of the party, there is an- 
awkward danger that Mr Yeltsin could one- 
day become a popular Gorbachev-basher. _ 























Supremely Soviet 4 
Not all the results have yet been published. 
New elections have to be held in some 90 
constituencies where one or two can- 
didates stood, but where nobody won 
more than 50% of the vote. Nomina- 
tions close on April 13th, with elec 
tions on May 14th. In about 70 co e 
stituencies, where there were more 
than two candidates but none wona 
majority, the central election commis- _ 
sion has decreed that a run-off will be 
held soon between the two beste 
placed candidates (although nowhe 

does the electoral law say that any- - 
body is obliged to drop out of the — 
race). That suggests that the new par- _ 
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nent is unlikely to con 
'ssion until sometime in May. zm 
"When it does meet, the Congress T Peo- 
e's Deputies will have two immediate 
asks. One is to elect a new executive presi- 
t. T hat job is expected to go to Mr Gor- 
thev, The second task is to elect a new 
«member Supreme Soviet. Unlike the 
ger Congress, which will gather only 
a year for a few days, the Supreme So- 
will meet in continuous session for two 
uts of four months at a time. It will do the 
cey work: drafting, amending and pass- 
aws and checking on how the govern- 
t does its job. This Supreme Soviet will 
far greater powers, at least on paper, 
the old parliament (confusingly also 
d the Supreme Soviet). But it is still not 
what sort of place the new parliament 
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fter a successful election. They all do it. 


that the westernisation of the Soviet sys- 
tem has gone too far. 


isit Shannon airport, on Ireland’s At- 


charles. Haughey, the prime minister. 
‘he Irish government is quick to point 
ut that it was Mr Gorba- 
ev who asked for the 
eting. To talk about 
hat? Business, mostly. 
oint ventures between the | 
Russians and  lreland's 
fate-owned airports au- 
hority have become a prof- 
and comfortably 
rowing industry. 

The unlikely partnership started in 
1980, when Aeroflot, the Soviet airline, 
began storing Soviet aviation fuel at 
Shannon. The airport made a handy 
top on the way to Havana. The storage 
anks, which the Irish built for the Rus- 
sians, meant that the crews on Aeroflot's 
thirsty Ilyushins could refuel without 
pending hard currency. Now Aeroflot is 
hannon's second biggest customer, 
ringing in IR£5m ($7m) a year. Shan- 
on is, with Havana, Aeroflot's busiest 
ransit stop outside the Soviet Union. 
reland's neutrality means that flights 
om Moscow « can 1 get to anywhere in 





^ IS. all very well for — Y : 
merican politicians to visit Ireland 


et when Mr Mikhail Gorbachev starts 
oing the same thing, the thought arises. 


antic edge, where he will meet Mr : 





election on Sunday, half in territorial con- 
stituencies with roughly equal numbers of 
voters, half in constituencies organised by 
nationality so as to give a stronger voice to 
the smaller republics. In a clear attempt to 
dilute the pool of elected deputies, the other 
150 seats had been allocated to public orga- 
nisations, including the Communist party, 
which then nominated their own candi- 
dates. Mr Gorbachev rigged his party list, 
presenting only 100 nominees (including 
himself) for the party's 100 slots, so as to 
make sure some of his new-thinkers were 
not voted off by old-thinkers still on the par- 
ty' s Central Committee. 

The Congress is to elect the Supreme 
Soviet by secret ballot, and a proportion of 
the candidates will be rotated each year. 
That would theoretically give everybody a 
chance to serve in the working part of parlia- 


- ment. But it also suggests that the Congress 


Latin America without stopping in a 

NATO country. "m 

_ In May 1988 the Irish airports dudas Apc 

` ity, in a joint venture with the Russians, _ 

. opened the first duty-free shop at Mos- 

. cow's Sheremetevo Il airport. So success- 3 
ful has the shop been—the first year’s | - 

On April 2nd, before going to Ha- Pt 4d 

vana and London, Mr Gorbachev will ` 


turnover is likely to be $12m, rising with- 


| jn the next few years to $20m—that the || 
Irish have been asked to build another -| - 
shop this year in Leningrad’s Pulkova - | 

airport, and there are plans to build one f- 


at the Soviet-Finnish border. The Irish 


have programmed the cash. | 3 


|. 
registers to handle 27 differ- . be 4 

| | 

| 

| 

| 

| 

| 

| 

| 

| 


ent currencies, 
them roubles. The Irish are 
also doing up the airport 
transit hotel. They might as 
well make themselves com- 
fortable: at least 40 to 50 
lrish live there. 

In August the Irish be- 
gan to handle sales on board all Aero- 
flot's international flights (about 5,000 a 
year). In September, a new hangar was 


opened at Shannon to re-paint 30 Aero- | 


flot aircraft a year. Staff at Shannon are | 
now so busy painting for the Russians 
that Ireland’s own airline, Aer Lingus, 
has had to send one of its Boeing 747s - 
abroad for re-painting. 

Two days after Mr Gorbachev and 
Mr Haughey meet, a second lrish-Rus- - 
sian shop will open at Moscow's airport. 

In a twist that seems logical to both Irish 
and Russians, it will be a duty-free shop 
for incoming passengers. 











the 2, 50 -seat aes were up Mr direct Will 






and other daro Seine a rat, 
Mr Yeltsin has called for a free vote on who 
should serve in the Supreme Soviet. 

Mr Gorbachev cannot hope to quell de- _ 
bate. Indeed, one of the reasons for holding 
a contested election at all was to put some 
life into the parliament. The parliament may 
yet take on a life of its own, despite its over- 

whelming Communist majority. Those up- 
pity Balts will expect the people they have 
elected to keep pressing for more powers for 
the republics. A draft law published last 
month falls well short of the nationalists’ de- 
mands. And though they may have little else 
in common, these deputies could form an al- 
liance with independent-minded people like 
Mr Yeltsin that wou ld be uncomfortable for 
Mr Gorbachev. | 

The real trouble may come from within 
the party. By stimulating such a public de- 


bate about party policy, Mr Gorbachev ma: 


have hastened the day when the Commu 


nists divide more openly into competing fac- 


tions. The public humiliation of so many se- 


|. nior comrades at this election will make 
‘dubious officials dig in their heels harder 
against reform: After local elections, due to 
^^ be held in the autumn, local party bosses 
-throughout the country are supposed to put 


themselves up for selection as chairmen of 


their local councils (soviets). Whatever the 
rules say, there will be a lot of party argy- 
 bargy behind the scenes between now and 
-then to make sure the vote goes their way. 





Yugoslavia 


 Intifada in the 


IOLENCE i in Kosovo; ander step tc 

wards the break-up of Yugoslavi that 
is the price of the famous victory pulled off 
by Mr Slobodan: Milosevic, Serbia’s party 
leader, whom many Yugoslavs suspect. of 
wanting to be another Tito. | 

On March 28th Serbia's parliament 
adopted an amended constitution which re- 
stores Serbia's control over Kosovo and 
Vojvodina, its provinces which had been 
given a large degree of autonomy by Tito 





back in 1974. Kosovo was the centre of me- 


dieval Serbia; getting it back has been the - 
Serbs' dearest wish since Tito's death in 
1980. Mr Milosevic has managed to force 
the change through. His success has brought 
a fierce reaction from Kosovo, where 9096 of 


| the population is of Albanian origin and bit- 


ai opposed to the idea of Serbian rule. 
. Miners and other workers in Kosovo 


. went on strike in February in protest against 
.. the proposed. constitutional: amendments, 
É which hand control over the province' '$ po- oa 
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Serb defending Kosovo from its Albanians 


lice, courts and territorial defence to Bel- 
grade. To no avail. More than 30 prominent 
Kosovo Albanians—including Mr Azem 
Vllasi, a former party leader—were arrested. 
On March 23rd Kosovo's parliament agreed 
to the constitutional changes. There had 
been heavy pressure from Belgrade on dele- 
gates; secret police were said to have inter- 
viewed them one by one. The Kosovo vote 
cleared the way for the vote five days later in 
the Belgrade parliament. 

While crowds in Belgrade danced and 
sang Oj Srbijo od tri dela, bit ces opet cela 
("O Serbia three-sided, now again you'll be 
undivided”), Kosovo was in revolt. By mid- 
week, the violence which started on March 
23rd, the day of the vote in the Kosovo as- 
sembly, had claimed more than 20 dead, in- 

luding two policemen. The official explana- 
ion of what is happening in Kosovo is that 
it is an organised armed uprising aided and 
abetted by the Albanian government in Ti- 
rana and aimed at the eventual incorpora- 
tion of Kosovo into Albania. Few of Yugo- 
slavia's non-Serbs believe this. They tend to 
see what is going on in Kosovo as an Alba- 
nian intifada, an outburst of fury by a peo- 
ple once again reduced to second-class status 
and with little to lose through rebellion: one 
in three adults in Kosovo is out of work. 

The efficient Yugoslav security police, 
backed by the army units sent to Kosovo 
since February, should manage to put some 
sort of lid on the rebellion. Mr Milosevic 
and his colleagues pin great hopes of find- 
ing, once the present unrest has been 
crushed, “honest” Albanians happy to toe 
the Belgrade line. That may be too optimis- 
tic. Kosovo is likely to continue to be trou- 
blesome for some time, and policing it will 
be a drain on resources which debt-ridden 
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Yugoslavia can ill afford. 

More important, the clash in Kosovo is 
further widening the gap between Yugosla- 
via's Milosevic-dominated eastern half— 
Serbia with its two provinces and the repub- 
lics of Montenegro and Macedonia—and its 
liberal western half consisting of Croatia 
and Slovenia. (Bosnia and Hercegovina is in 
the middle leaning westwards, largely be- 
cause its mainly Muslim population does 
not want to come under the rule of the Or- 
thodox Serbs.) The two halves are drifting 
further and further apart. 

A boycott of Slovene goods in Belgrade 
and other parts of Serbia is gaining support. 
Newsagents are refusing to sell papers and 
magazines from Slovenia and Croatia. Serb 
writers have broken off relations with their 
Slovene counterparts in protest at what they 
regard as growing Serbophobia in western 
Yugoslavia. The Milosevic-controlled press 
is constantly attacking the party leaders in 
Slovenia and Croatia for their toleration of 
new non-communist political groups. 

For their part, the Slovenes and Croats 
fear that Mr Milosevic's triumph in Kosovo 
is just the beginning. They think his aim is 
to gain power and impose Serbian discipline 
across the whole of Yugoslavia. The pros- 
pect fills ever more Slovenes and Croats 
with thoughts of secession. Mladina, a 
cheeky Slovene youth magazine, recently 
caused an uproar by publishing a map of 
what it called the United States of Western 
Yugoslavia, consisting of Slovenia, Croatia 
and Bosnia and Hercegovina. Mr Milosevic 
would not let these republics split away with- 
out a fight. After all, he needs relatively 
prosperous Slovenia and Croatia to help 
him pay for his newly conquered fiefs. 





Turkey 


Message to Ozal 


FROM OUR ANKARA CORRESPONDENT 


("T^ HE nation says go, Ozal says no”, 

ran the headline in a Turkish news- 
paper. It is a fair summary of an eventful 
week in Turkish politics. On March 26th 
the conservative Motherland party of the 
prime minister, Mr Turgut Ozal, suffered a 
crushing defeat in local elections, winning 
less than 22% of the votes for the provincial 
assemblies, and only two of the 67 mayor- 
ships. All the big cities were captured by the 
Social Democrats—Ankara, Izmir, Adana 
and, astonishingly, Istanbul. Not so long 
ago, the Motherland party mayor of Istan- 
bul, Mr Bedrettin Dalan, was voted the most 
popular man in Turkey. Last Sunday he 
mustered just 27% of the vote. 

Mr Ozal has tried to portray these hu- 
miliations as a mere mid-term hiccough. But 
in Turkey local elections mean a lot, and 
tend to foreshadow the outcome of the next 
general election. Last Sunday's vote was vir- 
tually a referendum on Mr Ozal's leader- 
ship. Indeed, on the eve of the polls he 
threatened to resign if the result was “unsat- 
isfactory". His own son, in a rash moment, 
forecast publicly that his father would quit if 
his vote fell below 3096. 

By Monday afternoon, however, a defi- 
ant prime minister was declaring, as if noth- 
ing had happened, that he would continue 
to govern. He claimed he still had a mandate 
from the people. By this he meant his elec- 
tion victory in 1987, when he won 292 seats 
out of 450 in the National Assembly 
(though with only 3696 of the vote). 

Governing on will not be as easy as Mr 
Ozal pretends. His own party, a faction-rid- 
den body at the best of times, is seething 
with unrest. More ominously, the jubilation 
with which Turks greeted the news of his 
election embarrassment reflected a pro- 
found, possibly irreversible animus against 
him. The two big opposition parties, cocka- 
hoop over remarkable successes last Sun- 
day, will go on clamouring for an early gen- 
eral election. Mr Erdal Inonu's Social 
Democrats won about 2896 of the vote, Mr 
Suleyman Demirel's conservative True Path 
party won some 2696. 

Though his ample parliamentary major- 
ity should enable him to stay in power for 
some time, Mr Ozal will regain the voters' 
confidence only if he tackles the causes of 
his current unpopularity. First, he must 
bring down inflation—75% last year—so 
that life is no longer misery for the masses. 
He has already modified his grandiose devel- 
opment programme to make inflation-fight- 
ing the top priority; in the week after the 
election he was promising that within 12-18 
months the problem would be solved. Sec- 
ond, to regain the support of the wester- 
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Mi arder in caves 





nise : middle classes, he must cease appeas- 
g the Islamic fundamentalists (which he 
had done blatantly i in recent months in an 
attempt to win the rural vote). And he must 
stop running the country as if it were a fam- 
ly business—which means removing rela- 
tives and cronies from top posts. 

— An ominous sign that the aftermath of 
the Ecos will be rough came three days 
r the vote. An opposition deputy was 
n n dered in the parliament building, alleg- 
edly by a Motherland party rival, after an ar- 
about the election result. Is Turkey 
for another bout of political 
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Just justice 
FROM OUR ROME CORRESPONDENT 

JO RITAIN'S barristers are not alone in 
i L poin about imminent legal re- 
Italy's lawyers are fretting too. From 
ktober Italian criminal proceedings will be 
zo ed by an entirely new penal code. It 
ill force lawyers and judges to forget some 
pis nturies-old legal traditions, and adopt a 
ria procedure modelled on the English and 
American courts. Such is the comatose state 
bélealianj justice, however, that no one is se- 
ously challenging the need for change. 
Fie lt pria 411 days on average for a case to 
work its way through Italy's criminal courts; 
s some 2.5m cases are awaiting trial. Things 
e getting almost as bad in the civil courts. 
| The painfully slow pace of justice has 
crowded Italian jails. It has also annoyed a 
lot of ordinary Italians, in spite of the un- 
doubted successes scored by magistrates, 
first against terrorist groups like the Red Bri- 
gades, and more recently against the Mafia. 
Public hostility to magistrates was reflected 
Y vin the success of a 1987 referendum which 
opened the way for individuals to claim 
| damages against judges and magistrates for 
grave negligence. 


| "T welvédetter words 


FROM OUR SPECIAL CORRESPONDENT IN BRUSSELS 


IRST there was “committology’’, the 
ugly invention of the European 
Commission to describe its policy of 
leaving decisions to the appropriate com- 
mittee. Now a more elegant word is in 
vogue with the Eurocrats: subsidiarité. 
Something to do with the subsidies 
doled out to EEC farmers? No, sub- 
sidiarité is the commission's response to 
the charge that it is trying to grab too 
much power. It means that decisions 
should be left to the appropriate level: in 
claiming to follow this principle, Mr Jac- 
ques Delors and his colleagues are saying 
that they will stay clear of any areas of 
policy which can better be decided upon 
at national, rather than EEC, level. 


Most judges resent being held responsi- 
ble for the ills of Italian justice. These, they 
say, are largely due to lack of resources. Last 
December the justice minister, Mr Giuliano 
Vassali, narrowly avoided an unprece- 
dented strike of judges and magistrates by 
rushing through a special law intended to 
give the judiciary the extra staff they say they 
need to make the new penal code work bet- 
ter than the old one. According to most 
judges and lawyers, however, the success of 
the new code will depend above all on 
whether they can adapt to what Mr Franzo 
Grande Stevens, who chairs Italy's national 
lawyers’ council, calls “a new mentality”. 

Under the current, so-called inquisi- 
torial system one judge, the "instructing 
magistrate”, first runs the criminal investi- 
gation, then decides on committals to 
trial—like grand inquisitors of old. Under 
the new system the instructing magistrate is 
destined to go. In his place a prosecutor, 
shorn of the instructing magistrate's powers 
to arrest and imprison, will conduct investi- 
gations with the help of the police. 

Committals to trial will be made at a 
preliminary hearing, in the presence of law- 
yers for the defence. Once in court, both 
prosecutor and defence lawyers will share 
the onus of calling witnesses and cross 
examining them, currently the exclusive 
prerogative of the presiding judge. But it is 
hoped that only a relatively small propor- 
tion of cases will come to court, thanks to 
out-of-court settlements, including a form of 
plea-bargaining. Mass trials with several 
hundred defendants, like the big Mafia trials 
which have been held in Sicily, will no 
longer be possible. 

All this is intended to improve the 
rights of defendants and eliminate the injus- 
tice of protracted preventive custody. But 
will Italian justice as a whole benefit from 
the disappearance of men like Sicily's star 














































Though relatively new to EEC-speak, 
subsidiarité is familiar to Vatican-watch- 
ers. Since its adoption at the Second 
Vatican Council in 1962-65, the idea has 
been controversial. Conservative Catho- 
lics think subsidiarité is fine so long as it 
is not seen as a way to take power from 
the centre; on the contrary, they reckon 
subsidiarité should enhance the Vati- 
can’s power by relieving it of lesser deci- 
sions. In the Soviet Union, Mr Mikhail 
Gorbachev is trying to do something 
similar, strengthening the Kremlin by | 
making it concentrate on the really big 
decisions. No doubt Mr Delors would 


settle for the power of a Pope or a 
Gorbachev. | 


Mafia-fighter, the instructing magistrate Mr 
Giovanni Falcone? Working under the se- 
crecy afforded by the old inquisitorial sys- 
tem, Mr Falcone and others have done 
much to dismantle both terrorist and Mafia 
networks in Italy. Mr Falcone has applied 
for a job in the Palermo prosecutor’s office, 
where he hopes to continue to exercise his 
investigative skills. His hopes are not shared 
by the Mafia. 





Sweden 


Mensheviksson 


FROM OUR NORDIC CORRESPONDENT 


OME things deny the illogic of their de- 
sign and work successfully anyway. Con- 
sider the human anatomy; BBC television; or 
the Swedish economy. When the earnes 
Swedes of the 1930s set out to create a peo- 
ple’s paradise, who would have thought it 
would make them one of the richest nations 
in Europe? Social democracy in Sweden has 
produced a GNP per head of $21,300; 
Thatcherism in Britain one of only $14,100. 
Which is why loyal left-wingers, in par- 
ticular in the labour movement, are getting 
nervous about the interest shown in free- 
market economics by the Social Democratic 
government's finance minister. The minis- 
ter, Mr Kjell-Olof Feldt, mused recently in 
the party magazine on how, across the 
world, the market economy has proved 
more successful than the planned economy: 
The market economy's facility for change and 
development and therefore economic growth 
has done more to eliminate poverty and "the 
exploitation of the working class” than any po- 
litical intervention in the market's system of 
distribution. 


It was time, he said, to stop knocking the 
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committed to advancing information management worldwide. 
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narket economy; and this meant accepting 
private ownership, the profit motive and dif- 
_ ferences of income and wealth. 
Those were unsettling words from a fi- 
nance minister whose party programme re- 
mains committed to placing “the right of de- 
cision over production and its distribution" 
in the hands of all the people. Although the 
state owns little of Sweden's successful (and 
ee-market) industry, Mr Feldt frets about 
ultra-high taxes and a welfare state with 
more commitments than the economy can 
sustain. Taxes are already 56% of Sweden’s 
GDP. If the government is to meet existing 
sc ial-security commitments, especially for 
pensions, big increases in tax revenue are 
n :eded over the next few years. The only an- 
wer, according to Mr Feldt, is a more effi- 
: ient use of resources. 
. He wants to reduce the basic rate of in- 
come tax from 50% to 30% and the top mar- 
ginal rate from 75% to 60%. If he fails to get 
cabinet approval for this, according to re- 
ports in the Swedish press this week, he is 
threatening to resign. His tax reform chal- 

enges the labour movement's fondness for 
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| March in the EEC 


































The Community's neighbours in the Eu- 
 ropean Free Trade Association, con- 
- cerned at being left outside the EEC's post- 
` 1992 single market, proposed talks on 
| closer cooperation between the two 
} groups. One EFTA country, Austria, said it 
IB ‘would apply for EEC membership. The 
. Community reacted cautiously on both 
I! counts. 


| 
| 
| 4 


. Foreign heads of state filed through Brus- 
| sels. Kenya's President, Mr Daniel arap 
. Moi, reminded the Community that 
| loping countries were just as con- 

cerned about the consequences of 1992 as 
| theEFTA states, America and Japan. Presi- 
. dent Hosni Mubarak of Egypt sought EEC 
| support for an international conference 
on the Middle East and Community aid 
- for Egypt. The president of Mozambique, 
Mr Joaquim Chissano, got an assurance of 
the Community's continued commitment 
to help the so-called front-line states of 
southern Africa. 


PPE EE EEE HEHEHE HER OR OO 


The Community celebrated the tenth 
anniversary of the European Monetary 
|| System (Ems) which keeps EEC currencies 
| within a fixed exchange-rate structure. 
. Since 1979 there have been 12 
| realignments of EMS currencies; the D- 
1 Mark has appreciated by 22% and the 
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Still sticking it to the tax-payers 


Sweden’s steeply progressive income tax, 
which it regards as an excellent device for 
making income distribution fairer. Mr Feldt 
sees it as "a lousy” system, with perverse ef- 
fects, especially the destruction of 
incentives. 


Italian lira has depreciated by 23%. Ster- 
ling has stayed outside the exchange-rate 
mechanism. The reinforcement of the 
EMS will be among the proposals in a re- 
port On EEC monetary integration being 
prepared for the Community's Madrid 
summit in June by a special committee 
headed by the president of the European 
Commission, Mr Jacques Delors. 


Broadcasting 


hh heheh Eee) 


Ministers agreed to a set of rules for cross- 
frontier television broadcasts. These in- 
clude moral standards for programmes 
and regulations for advertising. This will 
be limited to 12 minutes per hour or 15% 
of daily broadcast time. The ministers did 
not fix quotas for non-EEC programmes al- 
though they did commit themselves to in- 
crease the share of programmes made in 
Europe. The Community rules fit in with 
a broader convention on cross-frontier 
television negotiated within the 22-nation 
Council of Europe. 


Trade and industry 


ehhh hhh hhh eee) 


The European Commission suspended 
negotiations on a trade and co-operation 
agreement with Romania because of its 
dismal human-rights record. 


A fresh issue was added to the list of trans- 
Atlantic trade problems. The United 
States claimed that West German govern- 





The provision of education, health and 
social welfare—each of which falls almost 
entirely to the public sector—can no longer 
stretch to meet demand. Queues for opera- 
tions are lengthening, standards of service 
are slipping, consumers’ complaints are 
growing more numerous. With taxes at lev- 
els that approach confiscation, there is no 
way of finding more money there. A dash of 
private competition could help the public 
sector to become more efficient, says Mr 
Feldt. 

The foreign minister, Mr  Sten 
Andersson, without naming Mr Feldt, has 
publicly expressed his surprise at “the right- 
ist views" of some party members. Trade- 
union leaders are lining up to oppose the re- 
forms. So despite Mr Feldt's authority as a 
successful finance minister, it is by no means 
certain he will get his way. And since a high 
proportion of Social Democratic deputies 
and party-congress delegates are public-sec- 
tor employees, reforming the public sect 
may prove to be even more difficult for M.. 
Feldt than reforming the tax system. 





ment support, including an exchange-rate 
guarantee, for restructuring the German 
part of the European Airbus consortium 
amounts to an illegal export subsidy. lt 
has called for consultations under the | 
Subsidies Code of the GATT. 


Trade tension between the EEC and Japan 
lessened a little with the Community 
agreeing to lift 68 quotas which its mem- 
bers still apply to Japanese goods. But re- | 
strictions will remain on truly sensitive 
items like cars and consumer electronics. 


ih h hehehehehe hhh hhh hhh ef 


The European Commission agreed to step 
up action to combat fraud which may cost 
the EEC farm budget as much as 6 billion 
ecus ($7 billion) a year. But Mr Delors re- 
jected what he considered to be an at- 
tempt by the British government to use 
the fraud scandal to deflect the Commu- 
nity from big policy issues. 




















IKE a springtime tripper, the boom is 
Aw leaving the south-east. The govern- 
 ment's tight monetary policy is biting the 
home counties first and worst, while pros- 
perity continues to creep up the north- 








-. bound MI and M6 motorways, and flows 
. into patches of the country's old-poor pe- 
heries. 
High interest rates hurt south-eastern- 
$ because they have the largest mortgages. 
Measuring savings as a ratio of personal in- 
come is a perilous game, but, broadly speak- 
ing, south-easterners borrow more than 
they save; everywhere else, people save more 
than they borrow. One economic consul- 
tancy, Business Strategies, reckons that in 
1988 people in the south-east had a savings 
ratio of minus 296 of after-tax income. The 
thrifty folk of Yorkshire and Humberside 
saved 1496. High interest rates are therefore 
making south-easterners worse off, and indi- 
viduals in the rest of the country better off; 
that should feed through into spending and 
thence to growth. | 

While it squeezes the south, housing is 
both an indicator and a cause of revival else- 
where. According to the Halifax building so- 
ciety, in the second half of 1988, house 
prices rose by 30% in the west midlands and 
28% in Yorkshire and Humberside, com- 
pared with 8.6% in London. Some plush 
northern suburbs have recently seen the 
= sort of increases known only in the south- 
east three years ago: estate agents in Newcas- 
tle say that the price of smart suburban 
houses has gone up by around 75% since 
half-way through last year. 

A building boom has followed house 
prices. “I was driving down the M6”, they 
say in the building trade, "and I met the 
building boom on its way up.” In 1987 47% 
of orders for building materials came from 


owth takes a northern holiday 


the south-east; by late last year 39% did. Ac: 
cording to Sir Matthew Goodwin, chairman 
of Hewden Stuart, a plant-hire company, or- 
ders from the south-east have slowed: Wales 
started to expand a couple of years ago, the 
midlands last year, and Leeds, Newcastle 
and Scotland are now on the move. 

One reason house prices have begun to 
accelerate in peripheral Britain is that some 
companies find the cost of expansion 
in the south-east prohibitive and la- 
bour increasingly hard to come by. As 
East Anglia and the east midlands be- 
gin to suffer the same problems as the 
south-east, so business looks further 
afield. According to a firm of survey- 
ors, Jones Lang Wootton, while only 
11% of moves by south-east-based 
companies in 1983-88 were outside 
that region, a third of those planned 
for 1989 and later were. 

More evidence of a regional shift 
comes from the British Venture Capi- - 
tal Association’s survey in 1988. 
While the south-east got 49% of total 
investment, down from 57% in 1987, 
the midlands and the north both got 
twice as much as they had in the pre- 
vious year. The biggest of the venture-capi- 
tal companies, 3i, says that, while its lending 
to the south-east grew by 78% in 1986-88, 
the rest of the country got a 102% increase. 

At the end of last year, 3i asked busi- 
nessmen about the outlook for new compa- 
nies. Those in the south-east were much 
gloomier than those elsewhere. The great 
majority believed that the north-south di- 
vide was narrowing—not so much because 
the north was accelerating as because they 
believed the south would slow down faster. 

Members of the chambers of commerce 
said similar things. While order books in the 
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south-east looked thinner, thev 
ing in the rest of the country. F 
nies in the south-east expected 
more people, and fewer were plan: 
crease investment. 2 













Where the growth goes | 
Prosperity is taking one of two 
moves with the ripple, fanning out 
south-east: while East Anglia, the ¢ 
lands and the south-west are th 
growing parts of the country, thew 
lands and Yorkshire and Humbersi 
to be expanding more quickly than. 
Then, obscured by the regiona 
gleam local patches of growth. They t 
run along the lines of motorway at 


























































links to the rest of the country. Compa 
line the M62 corridor, which cuts 
M6 at Manchester to the Al, east of. 
Newcastle's dramatic revival depen 
excellent road network built in t 
thanks to Lord Hailsham, Macmillan 
chael Heseltine. The M50, filterin 
off the M5, has done wonders for u 
ising parts of the Welsh borders. < 
Previous governments used | 
grants to attract industry away 
south-east and midlands; this g 
has targeted them narrowly on 
places. The real value of region 































































"POOR? In the south-east? Yes, in 
patches. Hard though it may be to 
believe in overheated Crawley or Read- 
ng, three sorts of places in and around 
London are still in an old-fashioned 
lump. They are: 

London's persistent - black-spots. 
Tower Hamlets, Hackney, even parts of 
smart Islington combine the expense and 
ngestion of a crowded city with a lack 
the skills that businesses want. In Sep- 
iber 1988, when the south-east's un- 
nployment was 5.3%, Hackney’s was 
8%, and that of Tower Hamlets, a 
stone’s throw from the City, 17.4%. 

Big retailers are not much interested 
ese areas. Their grubby streets do 
smpt the glistening new branches of 
banks.: Greenfield sites are un- 





ai | is d old buildings. There i is labour, 
icing do not want t ex-dockers 


ord, ond. Gillingham and 
ham have ro similar to those 


ably halved since 1979. Although 
from the EEC help make up the differ- 
Britain’s prospering poor areas are 
'to:see subsidies continue to decline. 
Will the dispersion of growth continue? 
broad base of the new growth is one 
¿for optimism. The worst of the last 
sion happened in areas dependent on 
xr two heavy industries. A healthier mix 
anufacturing and services now means 
no part of the country is as exposed to 
ingle market as in the late 1970s. 
On the other hand, two future dates 











with the rest of Europe, in 1992, threat- 
to draw economic activity southwards. 
7 Channel Tunnel may also suck some of 
tain’s growth back into the south-east. 
d long before thar happens, those high 
erest rates that have stopped south-east- 
house prices. in: 
hern i investment too. 











. miners and former ferrymen are being 
~ taught bricklaying and French. 


y the north and west. Greater integra- 


heir tracks may hit | 


| 
l 
industries, not nineteenth-century ones, | 
but the engineering industries which | 
grew up in the 1930s and were hit hard. | 
during the recession. Chatham suffered | 
particularly badly when its naval dock- | 
yard was closed in the early 1980s. Old | 
chalk and gravel pits and cement works | 
in the area have left a mess which, along | 
with a bad road and rail system, has put. | 
off developers. | 
e The coast. Ramsgate, Margate and | 
Clacton never recovered from the cheap | 
aeroplanes that shipped their clientele | 
off to Torremolinos. At the beginning of | 
1989, Clacton had 10.8% unemploy- | 
ment and Thanet (which includes Mar- | 
gate and Ramsgate) had 11.6%. Their | 
boarding-house image puts off new busi- | 
nesses, as do their transport problems: | 
trains take an hour and 40 minutes to | 

| 

| 

| 

| 


-travel the 70 miles from Margate to 


London. 

Kent's coal mines were in the triangle 
between Canterbury, Deal and Dover. 
Only one pit survives. That area depends 
on ferries: while Kent should, on bal- 
ance, benefit from the Chunnel, Dover 
and Ramsgate will suffer. Kent County. 
Council is trying to deflect the blow: ex- 
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Jews 


Her people, too 


HILE visiting King Hassan of Mo- 

rocco, Mrs Margaret Thatcher once 
again máte it plain that she thinks the time 
is ripe for a move towards peace in the Mid- 
dle East. She believes that, since Mr Yasser 
Arafat, the chairman of the Palestine Liber- 
ation. Organisation (PLO), has renounced 
terrorism and recognised Israel's right to ex- 
ist, Israel should make a corresponding dip- 


lomatic move. The Foreign Office thinks 
that only America can encourage Israel in 
this direction. Britain, it says, has no role as 
either between Israel and the . 
PLO, or between America and Israel. But Mr 


a "broker" 


William Waldegrave, a junior minister at the 


.. Foreign Office, has met Mr Arafat, implying. 
^ ‘some approbation for his policies, and min- . 
i isters think that Britain can heipiuly” ‘chart 


tention when he was political. advi: z 
Lord Joseph, her intellectual guru, and 





| pie tal 

in ‘their usual. slipses? Noc gate For a any- 
thing that bears on Israel bears. on British 
Jews; and anything that bears on them bears 
on Mrs Thatcher. To understand why, go- 
back to the 1950s. 

Back then, the most significant Jews in 
British politics were Labour MPs (many of 
them solicitors) like the Lever brothers in 
Manchester, Mr lan Mikardo in east Lon- 
don, Mr Leo Abse in Cardiff, Sidney 
Silverman in Liverpool. Some talented Con- 
servative Jews, like Peter Goldman, who for 
nine years had been the head of the Conser- 
vative Political Centre, found it hard to win 
nominations to safe seats. British Jews, most 
of whom had already moved to the suburbs, 
no longer voted Labour with as much fer- 
vour as when they lived in, say, east Lon- 
don—but they rarely supported the Tory 
party. | 

Now look at the position in 1989. Of ee 

the 350,000 British Jews, two-thirds live X 
Greater London. In the clutch of seats in 
north and north-east London where they 
are concentrated, probably two-thirds of 
these London Jews now vote Conservative. 
In part, they do so because the Labour party, 
strongly identified with Israel until the 
prime ministership of Mr Harold (now 
Lord) Wilson, is thought to have switched 
its support to Israel's enemies. But in large 
measure, they do so because of Mrs 
Thatcher. | | 

Finchley, her constituency, has about. 
12,000 adult Jews; only five or six constit- 
uencies in the country have more. Mr Geof- 
frey Alderman of London University, who 
has studied Jewish politics in Britain, finds it 
an interesting constituency. In the years be- 
fore Mrs Thatcher was nominated for the 
seat (ironically, beating Peter Goldman), the 
local Tory hierarchy had been associated 
with some alleged discrimination against 
Jews in local sports and social clubs. Mr: 
Thatcher, he argues, had quickly | to win the 
confidence of the constituency's Jews, who 
had shown at local council elections that 
they were quite willing to vote Liberal. 

She succeeded superbly. She has 
worked hard to help Russian Jews get exit 
visas (something she regularly takes up with 
Mr Mikhail Gorbachev); tales of broken 
Russian-Jewish families have reduced her to 
tears. She has promoted Jews to high posi- 
tions in her governments: Mr Nigel Lawson 
to the Treasury; Sir Leon Brittan to the 


Home Office and then, after Westland, to 


the European Commission; Mr Malcolm 


‘Rifkind to the Scottish Office; Lord Young 
"had fit my (and she. still might)—to the 





chairmanship of the Conservative party. E- 
Of these promotions, Lord. Young's is - 
the most interesting. For he came to her at- 












of the few Jews who was selected for a winna- 
ble Conservative seat before the 1960s. 
Lord Joseph closely identified the interests 
of British Jewry with those of the Conserva- 
tive party. Mr Alderman cites as a critical 
turning point in the political alignment of 
Dritish Jewry a speech he made in 1978 at a 
-election in Ilford North, one of the top 
six Jewish constituencies. 

Is the relatively recent identification of 
Britain's Jews with the Conservative party 


E X on 
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Some of her best friends: guru Joseph, chancellor Lawson, promotable Young 





threatened by the government's flirtation 
with the PLO? Not yet, say senior Tory Jews. 
British Jewry, they say, is not homogenous; 
plenty of its members think, like Mrs 
Thatcher, that the Israeli government 
should be less intransigent. In any event, it is 
unlikely that many Jews would vote Labour 
(though Labour's foreign-affairs spokesman, 
Mr Gerald Kaufman, is Jewish). If and when 
Mrs Thatcher loses their vote, Britain's Jews 
will support the centre parties, or abstain. 





Airports 


Getting off the ground 


hers in their traditional bank-holiday 
traffic jams, millions of Britons could be 
forgiven for thinking that, from now until 
the end of August, their attempts to escape 
on holiday will be thwarted by congestion 
on the roads and the airways. There is a 
chance, however, that the worst experiences 
of last summer, when Britain’s airports were 
crowded with passengers whose flights to 
the sun had: been delayed, may be avoided 
this year. Though they dare not say it too 
udly, officials at the Civil Aviation Au- 
-Aority (CAA) are quietly confident about 
the holiday season. 

There are a number of reasons for their 
optimism. The sheer awfulness of last sum- 
mer seems to have persuaded some travellers 
to take their holidays in Britain; and (if only 
temporarily) the Lockerbie disaster de- 
pressed bookings. So did the mild winter; it 
is in a snowbound January that travel agents 
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do their best business. Again, 
the growth in rich Britons’ ap- 
petite for long-haul holidays 
(often for three weeks) has cut 
the amount of time they can 
spend on a short trip to the 
Mediterranean. 

Important though these 
factors are, the travel trade 
reckons them less significant 
than the effect of high interest 
rates and the squeeze on 
spending. Thomson Holidays, 
the market leader in the tourist 
business, initially guessed that 
it could sell about 10% more 
trips than last year; now it 
thinks it will sell many fewer 
than in 1988, and has reduced its planned 
stock of 4m holidays by 800,000. 

This implied reduction in the demand 
for airspace may be matched by 
a marginal increase in supply. 
Europe's air-traffic controllers 
say improved communications 
mean that capacity in the air 
will in future be made available 
more quickly to aeroplanes 
stuck on the ground. 

It is unspectacular develop- 
ments like this that may offer 
the best hope of unjamming 
congestion in the skies. More 
dramatic moves, like handing 











air-traffic control to a pan-European body, — 
would run into political difficulties from 
countries keen to preserve the sovereignty 
of their airspace. In any event, it might fail 
to do the trick. For the crisis of capacity in 
Europe's aviation industry is, in the long 
run, at least as much on the ground as in the 
skies. 

Certainly that is the case in Britain. 
Since the recession ended, Britain's airports 
have been as crowded as Blackpool's 
beaches once were (see chart). The Depart- 
ment of Transport thinks that, from 1987 to 
1995, passenger demand will grow at an an- 
nual rate of 4.3-6.296, declining a little in the 
following ten years. In 1985 there were some 
who thought that the decision to develop 
Stansted, in Essex, as London's third air- 
port, had finally given the south-east of Eng- 
land as many runways as it needed. It did 
not. Last year the transport department 
asked the CAA to review the capacity of Lon- 
don’s airports. It concluded that another 
runway will be needed shortly after the turn 
of the century. 

The industry broadly agrees. British 
Airways thinks that new terminal capacity 
(it wants a fifth terminal at Heathrow) is a 
more pressing need. BAA, the privatised 
company that now runs Heathrow, Gatwick 
and Stansted, agrees that a new runway will 
be needed, but does not want to start build- 
ing it yet. It is not sure what effect the Chan- 
nel Tunnel will have on air 
traffic, and says that, as it can 
build a new runway in two to - 
three years, politicians do not 
need to decide where to put it 
until the early 1990s. 

Others argue that BAA - 
does not want to make invest- 
ments that would dilute its 
earnings—especially as those 
earnings may decline when the 
company loses some of its duty- 
free business, as, after 1992, it 
presumably will. The company 
disagrees. It says the £250m it 
is annually investing in new 
terminals or on schemes such 
as the rail link from Heathrow 
to London shows its commit- 
ment to better services. And, as BAA has tra- 
ditionally financed more than 80% of capi- 
tal expenditure from retained profits, it 
would have little difficulty in raising the 
cash for a new runway. | 

When the new runway is eventually 
built, everybody agrees that it should go to — 
Gatwick. Easier said than done. In 1971 Mr 
Edward Heath's government thought it was 
going to build an airport at Maplin, and 
gave up rights to the land at Gatwick on 
which a new runway would sit (the North 
Terminal now sits there, instead). And, in 
1979, the British Airports Authority (as it 
then was) promised West Sussex County 
Council that it would not build a new run- 
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- way at Gatwick for 40 years. 

F The obvious alternative is Stansted, 
"where at present only one runway is 
— planned. But the CAA says plaintively that 
. air-trafhc control would be much easier if 
—any new runway were built south of the 
mes, not north of it. But if not Stansted, 
and not Gatwick, then where? Some toy 
with the idea of developing regional airports 
— like Southampton or Birmingham. At least 
—these are linked to London by fast train ser- 
Vices. Heathrow has only the clanking 

underground. 





... Scottish coal 


1 Fighting history 


SHOULD Scotland keep a traditional 
a deep-mine coal industry? Definitely not, 
if economics were the test. Undeterred, the 
~ Scottish secretary, Mr Malcolm Rifkind, is 
ting—a most unThatcherite battle, 
B shough as typical of Mrs Thatcher’s Scottish 
secretaries as of their predecessors—to keep 
open Scotland's two remaining coal pits at 

— Bilston Glen and Longannet. 
-— Both pits are wildly uneconomic. Their 
~ coal has a unit cost of £3.28 per gigajoule. 
— British Coal's overall target cost is £1.50 
< and some areas, such as South Yorkshire 
~ and the Midlands, are nearly down to that 
level. Even in the next most unprofitable 

— area— Wales—the figure is £2.15, and the 

| average for Britain is £1.75. Opencast coal, 
i oat present only about 15% of Britain's total 

- production, has a unit cost of only £1.06. 

: The two Scottish pits employ some 

_ 2,600 miners—a tiny remnant of the 17,000 

- men who, as recently as 1984, used to mine 

deep coal in Scotland. This rate of decline is 

_ far greater than for Britain as a whole: ten 
— years ago British Coal had 235,000 men on 
~ its books, now it has fewer than 83,000. 
| The only significant, and deeply reluc- 
— tant, customer of the Scottish pits is the 
South of Scotland Electricity Board. It has 
had a long-running dispute with British 
— Coal, which is taking legal action to try to 
— enforce its claim that the ssEB has a contrac- 
tual obligation to buy its coal. In 1987 the 
SSEB bought 3.5m tons. Ironically nearly half 
— Of that was cheaper and better opencast coal 
~ which, at Longannet, is brought in by truck, 
~ mixed with the local coal and taken by con- 
— veyor belt to the power station. 

The ssEB now wants to stop burning 
high-cost coal. It already has surplus gener- 
ating capacity and has just opened a 
1,400Mw nuclear station at Torness which, 
by the end of 1989, will mean that 6096 of 
Scotland's electricity is from nuclear en- 
ergy—or so the SSEB hopes. 

Mr Rifkind has been leaning heavily on 
the SSEB to persuade it to do a deal to take 
2m tonnes of Scottish coal a year. He has 
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also leant—successfully—on the energy sec- 
retary, Mr Cecil Parkinson, who in the past 
has accepted the closure of less uneconomic 
pits in England. Mr Parkinson has asked 
British Coal to drop its original demand for 
the fulfilment of a ten-year contract. This 
cleared the way for the SSEB to agree, last 
week, to take Scottish coal for three years, 
plus a further two years if it can get a con- 
tract to supply 600ww of electricity to the 
grid in England and Wales. However, as 
there is still no agreement on the price (the 
SSEB is offering £1.50 per gigajoule and Brit- 
ish Coal demanding £1.83), the dispute 
could remain in the courts. 

Although the future of Scottish mining 
is a highly emotional issue, Mr Rifkind's 
rearguard action is unlikely to bring any 
long-term political advantage to the Tories, 
who currently hold only ten of Scotland's 72 
parliamentary seats. Scotland's economy is 
already changing in a way that offers the To- 
ries better prospects than they are likely to 
gain from trying to preserve nineteenth-cen- 


tury industry. Unemployment has fallen by 
over 87,000 since January 1987, although 
with 253,000 still out of work, it remains at 
just over 1096. Three industries account for 
much of the growth: 

e eine industries, with some 90,000 
Jobs; 

e electrical and electronics engineering, em- 
ploying over 60,000, notably in the "Silicon 
Glen" stretching from Glasgow to 
Edinburgh; 

@ financial and business services, mainly 
based in Edinburgh, employing nearly 
150,000. 

Mr Rifkind is almost too young to re- 
member 1963, when Sir Alec Douglas- 
Home's government tried to use public sub- 
sidy to save the doomed Clyde shipbuilding 
industry. The Tories lost the next general 
election. The 1970 Heath government re- 
peated the mistake—it, too, suffered elec- 
toral defeat. Mr Parkinson, as a former Tory 
chairman, should remind Mr Rifkind o* 
these lessons of history. 





AIDS and drugs 


shooting up 


RUG users are now the fastest growing 

group of people with AIDs and HIV in- 
fection in Britain. The number of drug users 
with AIDS has doubled since March 1988. 
Figures for the spread of HIV suggest that the 
total will rise dramatically in the next few 
vears. At the beginning of the year 1,500 of 
the 9,603 Britons diagnosed as seropositive 
(ie, 16%) were injecting drugs. Such figures 
are the tip of the iceberg: only 5-20% of drug 
users make contact with drug-rehabilitation 





A short cut to the grave 


services, and only a minority of these are 
tested for HIV. A grim warning of the future 
comes from New York city, where 5096 of 
HIV-infected people are drug users. 

The Department of Health estimates 
that up to 75,000 people regularly inject 
themselves with drugs such as heroin and 
cocaine. Many more inject with other drugs, 
such as amphetamines, or inject only occa- 
sionally. Needle-sharing is common, and of- 
ten part of the ritual of drug taking. Almost 
3096 of addicts attending one needle-ex- 
change scheme had shared a needle in the 
previous month. 

HIV is spreading rapidly among the cl 
ents of drug-abuse clinics. In Edinburgh- 
one of the worst affected cities in western 
Europe—between 40% and 65% of clients 
are seropositive. Though lower in the rest of 
the country, the figure is growing. In Lon- 
don it has risen from about 11296 in 1984-86 
to 796 in 1987-88. This is hardly surprising. 
Whereas it may take many sexual contacts to 
spread HIV from an infected to a non-in- 
fected person, one contact with infected 
blood in a needle is enough to transmit the 
disease. 

Homosexuals with HIV have developed 
self-help organisations. But drug users tend 
to be disorganised, resentful of authority 
and living on the margins of society. Only 
one organisation specifically aims to help 
seropositive drug injectors: Mainliners in 
Brixton, London. 

Drug users seem to find it particularly 
hard to change their behaviour. They tend 


to ignore anti-AIDS advertising, no matter 
BRITAIN continues on page 61 > 
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And we change it again every - | 





twelve weeks thereafter oT 00 






Not that it isn't superb wool 
carpet, It’s simply that we un- 
derstand and respect the needs | 
and expectations of you, our 






SERA 


INIT 


Net 


First Class passenger: 7 5 


MAD 
EEUU 





oe 
AE 
Be 


So we have designed our new 





service totally around your 


comforts, in every detail, in” 





every area, on the ground as > 
well as in the air. 





Now, wouldn't it be a shame 
to spoil all that with a catpet. 
that's thirteen weeks old? 











BRITISH AIRWAYS 


worlds favourite airline. 
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Singapore and London > : | - : itt n g ou 


travel times; the first stretched upper de 


Honolulu to Singapore nonstop; and 


to serve Europe, Australia. ind Asia - Ye t 


you ever imagined. Experier à 


SINGAPORE All 





t's always so good to come back to The Kowloon Shangri-La, Hong Kone 





‘estin Hotels in Asia: 

ing Kong: Kowloon Shangri-La » Manila The Wesrin Philippine Plaza » 
1gapore: The Westin Stamford & The Westin Plaza « 

oul. The Westin Chosun « Pusan: The Westin Chosun Beach « 

her Westin Hotels inthe USA, Canada and Men 

t reservations, call the Westin Hotel in vour city or vour travel consultant 








"ast. Staying Westin. 


Off to Hong rona yon business, I said 
with all the nonchalance I cou dd muster. Not without me, she 
decreed. We'll stay at The Kowloon Shangri-La. We'll take one of those 
beautiful rooms overlooking the harbour. We'll sit by our bay window and 
p champagne and gaze at the lights twinkling on the island. We'll be pampered 
by those delightful people and that charming valet who thinks of 


everything. You'll see, she concluded, it will be the best 
" Kow 


business trip you ever had. And so indeed it was. 


loon ShangriLa 


HONG KONG 








THE PEOPLE AND PLACES OF WESTIN VVEs LET 
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Marc Girardelli, 
1989 World Cup 
Overall Title 
Champion. 





Competing 
on the world’s 
most challenging courses, 


Marc Girardelli of Luxembourg won 
his third World Cup overall title. Helping performers 
like Girardelli reach their peak is something Luxembourg is known for. 


In Luxembourg, you will find a world class business environment and a long- 

standing tradition of openness to foreign investment and free enterprise. Our strong 

economy offers competitive advantages essential for success in Europe today, and in 1992. By putting 
these advantages to work, companies choosing Luxembourg are turning in championship results. 


For information on doing business in Luxembourg, call: 


LUXEMBOURG NEW YORK SAN FRANCISCO TOKYO 
(35-2) 4794-228 * (35-2) 478-612 (212) 370-9870 (415) 788-0816 (81-3) 265-9621 
This material is published by Ketchum Communications, which is registered as an agent of the Government o! Luxembourg. It is flied with the Department of Justice, where the required registration form is 


available for public inspection. Registration does not indicate approval by the United States Government 
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how lurid. Some are fatalistic about con- 
tracting HIV. The trauma of being diagnosed 
as HIV-positive leads some to increase their 
intake of drugs and persuades some ex-users 
to go back to their old habits. A death sen- 
tence is not an incentive to abstinence. 

Not surprisingly, HIV-positive drug users 
confront medical and social services with pe- 
culiar problems. Drug addicts are concen- 
trated in the inner cities, where the social 
services are already overstretched. A dispro- 
portionate number are homeless; and many 
are not registered with a general practitioner 
(GP). 

Even so, the response of the medical 
and social services has been inadequate. 
AIDS policy is disorganised, with responsibil- 
ity divided between the Department of 
Health, the Health Education Council, local 
health authorities, and a plethora of volun- 
tary organisations. GPs are often wary of 
dealing with drug addicts. The staff of re- 


P... clinics for drug users are trained 







encourage abstinence, not to help addicts 
come to terms with AIDS. The 15 govern- 
ment-sponsored needle-exchange centres 
stay open only during office hours, so ad- 
dicts who have failed to plan ahead may 
need to share needles for their evening fix. 

The prison service has special problems. 
The Home Office cannot be seen to con- 
done an illegal activity by distributing free 
syringes, yet drug-injecting undoubtedly 
goes on in prisons. Recent studies of injec- 
tors have found that between 7% and 17% 
say they have shared syringes in custody dur- 
ing the past 12 months. Once smuggled into 
prison, syringes are commonly used tens or 
even hundreds of times. 

Pessimists predict that drug-users will 
introduce HIV into the heterosexual popula- 
tion. About a third of drug-users with HIV 
are women. Many drug-users have a higher- 
than-average number of sexual contacts and 
a greater-than-average aversion to "safe 

x"; some turn to prostitution to support 
„ieir habits; and ex-prisoners, who have 
shared needles in prison, unknowingly in- 
fect their wives and girlfriends. The habits 
of a minority are rapidly becoming the con- 
cerns of the majority. 





Police 


| ess than heroes 


HE British bobby is no longer the 

much-loved figure of popular legend. Ju- 
ries in London are increasingly reluctant to 
convict criminals on police evidence alone. 
When a research group, SCPR, recently 
asked people whether they mostly trusted 
the police not to bend rules in trying to get a 
conviction, only half said yes. Only 1196 
trusted them to keep to the rule-book "just 
about always". A Daily Express/iCM poll 
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Losing force 


How satisfied/dissatisfied are you with the way 
your area is policed? 


[ ]Satisfied Dissatisfied 





published on March 28th found that 47% of 
people believe that corruption is not rare in 
their local police force. 

The British still have considerable faith 
in their police. No fewer than 89% agreed 
with the Express’s leading statement: “De- 
spite their faults I would rather have our po- 
lice than those I have seen in other coun- 
tries." Suspicions of corruption are indeed 
minor compared with most parts of the 
world: only 496 believe it is very widespread; 


a further 1796 that it is fairly widespread. 
The new Islington Crime Survey, due to be 
published in May this year, will show that 
confidence in police behaviour is in general 
increasing (although declining among some 
of the groups who have most contact with 
the police). 

A more general concern is that the po- 
lice are ineffective. During the 1980s peo- 
ple's satisfaction with the way their 
neighbourhoods are policed has been 
steadily declining (see chart). According to 
SCPR in its regular survey on British social 
attitudes, the proportion of people who 
reckon the police are well run fell from 7796 
in 1983 to 6696 in 1987. 

By far the biggest gripe about the police 
is that they do not properly investigate all 
crimes. The Express poll asked whether the 
police are right to concentrate on the crimes 
they feel they have the best chance of solv- 
ing; 7396 of respondents said no. Unless the 
police take such views into account, more 
people may start taking the law into their 
own hands. No fewer than 5196 told the Ex- 
press that they approve of the recent at- 
tempt to set up vigilante groups to patrol the 
London Underground. 





Vets 


Pet subject 


SICK hamster in Britain has a better 

chance than a sick human of being 
treated by a really brainy doctor. Most medi- 
cal schools require students to have straight 
"B's at A-level; all vet schools require mainly 
"A's. Along with business studies, veteri- 
nary science is Britain's most oversub- 
scribed university course. Around 1,000 


At least she's brainy 


people a year compete for fewer than 300 
places. Yet while Britain's pet-loving popu- 
lace is demanding more vets, the number of 
places has shrunk. Unimpressed by such 
market signals, a review by a working party 
of the University Grants Committee (UGC) 
suggests closing two of the country's six 
vets' schools while only modestly increasing 
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ry ms vets need dedico. Most uni 
ersities like students to have worked in a 
et's practice before applying, if only to be 
ure that they are not allergic to animals. 
he course itself takes five years, and costs 
e government more than any other uni- 
ersity subject, including medicine. A new 
et may start on around £12,000-15,000 a 
ear, but doctors can eventually earn more. 
; partner in a firm specialising in pets might 
wake £30,000, but much of that is return on 
is—often considerable— cash investment 
| the business. A partner in a top firm 
eating racehorses reckons on £50,000- 
0,000: peanuts to a Harley Street doctor. 
Vets hesitate to raise their fees: people 
islike paying for their spaniel's hysterecto- 
y when their own comes free on the Na- 
nal Health Service. Pet-owners would be 
dinis it fiy felt that animals were be- 


irls in the club 


1 T HAS 4m members. It holds the big- 
A gest annual conference in the country. 
It is the largest consumer group in Eu- 
rope. It boasts 450 members of Parlia- 
- ment. It buys £500m worth of beer a year. 
< But despite i its clout, times are hard for the 
| Working men’s club movement: the bas- 
-tion of male chauvinism is now 
_ turning to women for help. 
Beer and stand-up duse 
- notwithstanding, the clubs were 
- founded as part of the temperance. 
, movement in 1862 by gentry wor- 
- tied about the morals of the work- 
ing classes. Their dour reading- 
rooms could not compete with the 
pubs, and within three years the 
beer was flowing. During the beer 
ortage that followed the first 
orld war, when the brewers fa- 
voured their own tied pubs and 
kept the clubs short, the clubs - 
tarted up their own Federation 
Brewery in Northumberland. 
As the working man prospered 
after the second world war, so did 
he clubs. By 1974 there were 4,033 
clubs, concentrated around heavy indus- 
ty in Wales, Durham, Yorkshire and. 
N orthumberland. That was their trouble.” 
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respectable practices charge a consultation 
fee that helps to subsidise emergency surgery 
and to give pensioners cut rates. 

Farmers, a less sentimental breed, some- 
times kill ailing animals when an unsuccess- 
ful attempt at cure could make their meat 
worthless. But farmers are also buying more 
preventive medicine: advisory visits by vets 
have risen by around 2096 over six years. 

Britons keep 6096 more cats and dogs 

than they did 25 years ago. The "companion 
animal" side—which includes horses—al- 
ready takes up 7096 of vets' time and is ris- 
ing with the number of animals. After 1992 
vets will have more work still: EEC 
harmonisation will require that, as in other 
parts of Europe, every export abattoir 
should be inspected by a vet. 

The classified section of Veterinary 
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1980s many were closing. Their numbers 
are now down to 3,617 and still falling. 
Better clubs in more prosperous areas 
are still doing all right. They have an ap- 
peal that pubs do not. Part of it is cheap 
beer—the Federation keeps the commer- 
cial brewers’ prices down. Mr Les Barke, 





Old-style fun 


president of ai Langham Club i in piscine 


curity. "There's s a lot of muggings ound 


«here, A lot of Pakis, Greeks and Turks. 
. Not being racist, but this is an English 


club. Mind, there's a coloured fellow 
comes in on Saturday nights, he's a real 
laugh. But we only get the decent sort in 


here." 


Racial exclusivity, however, is not 


| bou. to guarantee a future, Although, 
¿ like the Langham, some clubs are pulling 
in members from shabbier ones by invest- 
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pensive, Andi vets feel üncoritortable refus- 
ing treatment to those who cannot pay, so 





‘ite reises o over - 100 be vacan 
cies a week.” "he Royal College of Veterinary 
Surgeons thinks that Britain needs 500 vets 
a year until the end of the century, but the 
UGC's working party reckoned that 335 will 
do. It seemed less interested in numbers 
than in teaching structure, arguing that, 
with fewer veterinary schools it would be 
easier to provide specialised courses, and 
recommending the closure of the schools at 
Cambridge and Glasgow ^ Universities.— 

which have good research teams and teach- 
ing reputations. 

Hardly an endangered. species, vets bes 
supporters in high places, including the 
Scottish secretary, Mr Malcolm Rifkind. 
Since the new Universities Funding Council 
is likely to be interested in ministers' views, 
the vets' schools may survive. If it were upto 
student demand, they would grow. 

















































ing in plush bars and concert halls, they 
are not attracting young members. There. 
are too many older people around, telling - 
off boisterous vouths. The middl e-aged 
bulk of membership objects to the flash- 
ing lights and juke-box music the young 
want. Most important, tradition has it 
that women cannot be full members, can- 
not serve on the committees that run.the 
clubs and are not allowed intothe bar and 
the games rooms. Girls, who these 
days have their own cash to spend, 
keep away. 

The clubs have tried holding 
discos, without much success. The 
middle-aged members complain, 
and the police, who have to deal 
with trouble afterwards, discourage 
it. Anyway, the young are unim- 
pressed. Mr Barke says that, when 
they held one, fve people turned 
up. E 
"The obvious solution", , Says 
- Mr Jack Johnson, general secretary 

of the clubs' union, "is equal rights 
. for women: It is a well known fact 
that where the girls go, the boys 
go." He claims that there are other 
advantages: clubs which have 
elected efficient but unemployed | 
housewives to their committees have seen 
their management suddenly improve. 
"You ve got to admit it," he says in self- 
parody, "they're good little organisers.” 

Some clubs are beginning to agree 
with him. In the past couple of years, they 
have started to change their rules to allow 
women full membership, and are now do- 
ing so at a rate of 400 a year. Not every- | 
body .is pleased. Mr- Barke says that | 
women get very “mannish” if you allow. | 
them on committees. "It doesn’t do them - 
any good" he says, mo: his ead. 




























The New Zealand government 
has sold the state-owned 
Shipping Corporation of s 


Canada's Seagram is selling 
sales and marketing rights to 
17 distilled-spirits brands held 
by its American subsidiary. A 
2% a year decline in hard-li- 
quor sales in North America 
has encouraged i ittoconcen- | 
trate on modern concoctions, 


Securities strategi 


Nomura Securities i isto 

up a holding company for 
| floundering American sec 
ties and other financial busi 
nesses. A precedent for when 
Japan scraps laws requiring 









240,000-barrel (10m us gal- 
ni) oil spillage off Alaska 

ushed the price of crude-oil 
futures in New York to their 


Í- highest level since August 
1:1987. The May contract 


New Zealand for around 
NZ$40m ($24.6m) to a joint. 
venture between Cunard. 
Ellerman, a cargo line owned: 


by Trafalgar House; and Blue | 





















T uadedará peak of $20.61 a 


| like wine coolers. Star Line. separation of banking and Sec 
| barrel. Prices tumbled again curities trading. 

l ee trafic resumed. . |. Pie in the sky. -People | 

| Khalil Ghattas, the EAA ; Airbus Industrie w won an or- | 

| born owner of Swiss oil come | der from Trans World Air- 


| pany, Gatoil, was arrested at 
| the request of West German 
„authorities investigating trad- 
ing losses at the Klöckner 
roup. Ghattas is accused of il- 
legal oil-futures dealing with 
Klóckner employees. 








. America's Justice Department 
has brought charges in the 

_ biggest drugs-money laun- 

` dering racket it has yet un- 
covered. Banco de Occidente 
of Colombia and a Panama- 
nian off-shoot are accused of 
transferring funds from Amer- 
ica to bank accounts con- 
trolled by the Medellin cartel. 


| Tipplers tales. 





The French government said 
| Suntory, a big Japanese 
. |. whisky and beer maker, could 
«| buy the Louis Royer Cognac 

.. house. Suntory was already 
Royer's largest customer, bot- 
tling its brandy in Japan for 
sale under the Suntory label. 


The poa government 
tillers from cutting prices of 


its whisky exports to Japan by 
more than a new 2096 tax cut. 


` stopped Britain's United Dis- | 


lines for 20 A330 airliners, with 
options for 20 more in a deal 
worth up to $3.6 billion. The 
European consortium is chas- 
ing more business from the 
airline, which wants to replace 
much of its aging fleet. 


American Airlines has 
placed orders and vein 
dm more than $4 billion for 
airliners and spare parts with 
America's Boeing, Holland's 
Fokker and Rolls-Royce, a 
British engine-maker. The air- 
line is also negotiating with 
Sweden's Saab-Scania for 100 


commuter aircraft. 


America's Justice Department 
has begun an antitrust investi- 
gation into airline-reserva- - 
tion systems. It is concerned 
that a merger by American 
Airlines and Delta Air Lines — 
of their computerised systems 
will put smaller airlines at a 
disadvantage. 


Salty dogs. 


An agreement in principle has 
been reached for a manage- 


ment and employee buy-out of | 


state-owned Belfast shipyard 
Harland and Wolff. The | 
£6m ($10m) deal is backed by 
Norwegian shipowner Fred 


Olsen. 


South Korea's government 
said it would lend the troubled 
Daewoo shipyards 150 billion 
won ($223m) and reschedule 
250 billion won of debt. But 
the parent Daewoo Group 
must stump up 400 billion 
won in new capital. | 








British Gas announced that 


61-year-old Robert Evans, its 


chief executive, will take over 
as chairman when Sir Denis 
Rooke retires in June. Evans. 
will combine the posts of 
chairman and chief executive. 


Michael Milken, head of 
junk bonds at Drexel 
Burnham Lambert, and two 
other of the company's em- 
ployees, were indicted on 


 racketeering and fraud 


charges. All three say they will | 
plead not guilty. 


As if being chairman and chief 
executive of American Ex- 
press Company weren't 
enough, James Robinson has 
just been elected president as 
well. He replaces Louis 
Gerstner, who is joining RIR - 


— Nabisco as chief executive. - 


Fly ball 


America’s baseball commis- 
sioner, Peter Ueberroth, has 
found himself a whole new 
ball game. Ueberroth, who is 


| due to retire from his present _ 


post, is representing a group 
of investors said to be mulling 


over a $512m bid for strike- 
Es bound Eastern Air Lines. 
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while three more European. se 
-Daiwa Securities’ Lanon | 


| subsidiary is tying up with 


| and acquisitions. 


to £1,64 billion ($2. 9 bi ol 





" aas division, com- 
|- prising industrial minerals ar 

















































curities houses in London in 
creased by one to 156 last 
year. Four firms pulled out 
and five set up shop. The 
number of American and Jap- 
anese houses remained static 


curities firms were added tc to 
the list. 


Crédit Agricole to swap in- 
formation relating to mergers 


Bottom lines 


B.A.T Industries increased 
its 1988 pre-tax profit by 18% 


For the first time, cigar 
and tobacco provide 
than half of the com 
trading profit. 





















Helped by buoyant baset 
prices, RTZ Corporatio: 

nounced a record. 5396 rise 
its 1988: net profit, to ap 















metals businesses, boosted 
earnings by 62%. 
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4- 1996 
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st it ph sold back to them fee as an 

aport. Hence politicians’ efforts to rewrite 

» agreed deal to license technology from 

.merica's aging F-16 fighter aircraft to a Jap- 

anese consortium that plans to build a new 
fighter called the rsx. And a growing num- 
ber of American firms have taken Japanese 
rivals to court charging patent infringe- 
ment. But getting tough over intellectual 
property is at best only a partial solution to 
America’s complaints. American firms must 
learn to be better borrowers, too. 

It is easy to see why Americans might 
want to take a harder look at their trade in 
ideas—and particularly at their trade with 
Japan. In a survey carried out last year, the 
International Trade Commission in Wash- 
ington reckoned that inadequate protection 
of intellectual property cost American firms 
an estimated $24 billion in lost sales during 
1986, The Japanese, the magpies of the tech- 
nological world, ranked high on the sur- 
veyed firms’ list of complaints. 

Borrowing ideas is a way of life for many 

= Japanese firms. Take NEC, which ranks 
mong the world’s top ten firms in three of 
— the swiftest-changing technologies: semi- 
conductors, computers and telecoms. 
Yet for.most.of its existence NEC 
spent less on R&D than any of its ri- 
vals. Instead, it got technology 
through. licensing and joint ven- 
tures—sometimes to the chagrin of 
its partners. Intel, an American 
<. chipmaker, sued NEC for stealing key 
. ideas: from Intel microprocessors. 
_.. Though NEC won in court, other Japa- 
nese firms have not been so vindi- - 
ated d. IBM received huge damages 
i both Hitachi and Fujitsu for 
-. copying its computer software. Cor- 
© ning. Glass successfully sued 
< Sumitomo: Electric for DE | 
© of fibre-optic patents. 
n Though rare, thievery raises 
; American baer More com- 













even more galling. The video. recoider, ac 


product synonomous with Japanese indus- 
trial success, was pioneered by California's 
Ampex but turned into a popular sensation 
by clever, cost-cutting Japanese with an eye 
for a potential mass-market. 

That story can be re-told for a Bos of 
other Ámerican innovations. To take just 
one other: Canon took the plain-paper 
copier concept developed by Xerox, engi- 


neered the delicate innards that were messy 


to service into a disposable cartridge, and 
gave the world convenient, affordable copi- 
ers. The same technology was then re- 
worked to create the laser printer, ushering 
in the age of desktop publishing. 


It is not just electronics and other high- 


tech companies who are on the look-out for 


usable technology. Many of the Pentagon's - 


exotic composite and ceramic materials— 
developed originally for armour-plate, 



































fishing rods, tennis rackets ai 
‘masts, A Japanese textile ma 
dustries, now leads the world in 


the main contractor for the ES: 
to be able to make aircraft wings. 


picture quality to the home E Sale: 
HDTV sets are forecast to generate an 


ally within a decade. Those will be goi 


‘temptation is simply to deny Japanese acci 
. to their technology. That would in 
the Japanese: though Japan's technologic al 


| how abroad (see. chart on. next t p 


know-how, soft 


+ America stopped selling many hig F 
 ogy wares to Russia, hoping to 
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rocket nozzles and structural. part 
planes—have been turned into cot 
products first by Japanese manuf 


ber 











technology. Mitsubishi Hea ry 





posites of carbon fibre better 
American aerospace firm. ` 

-» Worse for the Americans, th 
are now showing that, if neec 
innovate too. In some fields, not 
the Japanese have raced ahead oft 
tition. They have created and pa 
standard for high-definition a 
(HDTV) that promises to bring b 





























































mated ¥4 trillion ($30 billion) in sa 


Japanese, not American firms... = : 
So what are Americans to ; do? | One 


trade deficit is narrowing, it still pays o 
times as much for licences, patents and ro 
alties as it earns from selling its own kno 


pes half a all aces : 
nese firms are in. high-tech ‘elds (ie, 
puters, semiconductors, medical equi 
nuclear energy, aerospace and. biote 
And 70% of these are for computer-relat 





. Though pines: Japan in the si 
term, a technology-trade clàmpdows ' 
be likely to backfire later. In the e 


Russians building a pipeline to 
tian natural gas to Europe. The 
cost American firms millions in lo. 
The pipeline was. completed mor 
schedule. What technology was 
able elsewhere, the Russiar 
themselves. 70 
‘There are things the. 
could do short of clam 
prove their technnology tra 
the Japanese. One is to beef 
| product-development skills. J 
«^ isto borrow technology back. 
can firms have tried to ape J 
production skills—often on 
that Japanese ways of or 
 motivating workers do n 
well to America. But few 
get product techno 

















IR DENIS ROOKE, the abrasive chair- 
M man of British Gas, will retire on June 
30th. Sir Denis, who will then be 65, has 
been a gasman for 40 years—13 of them in 
the hot seat as chairman. | 

. His achievements would both humble 
and be the envy of most industrialists. He 
made nationalised British Gas a growth 
industry, and kept his empire's near-mo- 
nopoly of gas supply intact when it was 


















chairmen of. soon-to-be-privatised indus- 
tries are trying to follow Sir Denis’s 
precedent. But none can match his style. 

z wait gas was nationale, Sir Dens 











ly. He kept control to himself, and 
fought off the political tinkering which 
created chaos in other state industries. At 
British Gas plc, however, shareholders be- 
came the priority. Unfortunately for Sir 
enis the tactics that kept energy sec- 
taries at bay miffed merchant bankers, 
and stockmarket analysts. They did not 





icugh many government-sponsored Japa- 
research consortia are open to foreign 
firms. American research scientists probably 
spend more time reading Russian techno- 
logical literature than Japanese. 

- The American bargaining position on 
chnology trade is still a strong one. The 
panese are winning in the markets, but 
ot in basic research. Japan's universities 
y and large oriented toward teaching 
ther than research, and staffed by tenured 
servants who have little incentive to 
range that. Unlike big American firms 
as IBM and AT&T, Japanese ones mostly 
trate on short-term product develop- 
nt rather than longer-term basic, 
arch, . P. ds 
Inthe commercial world, ers | 
is still leagues ahead of Japan on 
ware—which is becoming in- 
singly crucial to success in 
ms and consumer electronics . 
E ‘as computers. In Tokyo, the 
ouncil for Science and Technol- 
warns that Japan is going to - 
e almost 1m fewer programmers anda Sys- 















he century—up from an estimated short- 
of 40,000 in 1985. The Council's an- 
1" open companies and the govern- 
en 







ms from overseas. "T E 
: As the debate over ther FSX has shown, it: 


privatised in December 1986. Other - 


| 495055 60 65 70 75 80 8586 
Source; Bank of Japan 


s. engineers than it will need by the turn 


s gates to foreign engineers, and- 
ote joint ventures Nm more onere 


expect so much secrecy. Neither did con- 
sumers, who found a new champion: the 
tiny Office of Gas Supply (Ofgas), the in- 
dustry' s regulator, led by a tough Glaswe- 
gian accountant, Mr James McKinnon. 
Ofgas has harried the gasmen for better. 
service. Customers want a cheaper one. 

One complained about a lack of in- 

formation on contract prices for the sup- 
ply of gas to industrial companies. It led to 
a Monopolies and Mergers Commission 
finding last October that "extensive 
discrimination” resulted in some tied cus- 

tomers paying the most expensive gas bills 
in the world. As a result, British Gas was 
forced to introduce a new system of fixed 
prices for industrial users. As most of its 
20,000 contract customers will now pay 
lower prices, pre-tax profit may be dented 
by some £75m ($130m). But British Gas 
will be loosing more than that. It is also - 
being forced to open up its pipelines to 
new competitors. | 

The task of handling these new chal- 

lenges will go to Sir Denis's successor as 


engineering embodied in the r-16 (which first 
flew in the early 1970s) is worth the billions 


claimed by alarmist politicians. Nor do they 


reckon that handing over the aeroplane's 
software to Mitsubishi Heavy would help 
Japanese firms break into the commercial- 
airliner business. 

But what about Ishikawajima-Harima 
Heavy Industries being allowed to build the 
“hot sections" of the FSx’s engine, where 
the thrust is generated, or the electronic 
black boxes that control the engine's perfor- 
mance, emission and fuel supply? Or provid- 
ing, as Boeing has long done, subcontract 
work on fuselage panels? General Dynamics 

4 does not reckon these will 


c ai iis o| threaten its future profits, 
echnology trade ratio | bye others in the industry _ 
e sayments/receints | disagree. Time and com- ~ 




































EET 





















Retiring Rooke 


chairman, British Gas’s chief executive, 
Mr Bob Evans. He will have a five-year 
contract and combine the two jobs. How 
will he shape up? On past form, probably - 
as a more flexible shadow of. Sir Denis. 
The boss was once described as having a 
"circle of eternal deputies". Mr Evans, a 
gasman of the old school, was one. 
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petition will tell. In the meantime, however, 
having politicians playing technology to the 
grandstands does not improve America’s 
bargaining position with the Japanese at all. 





Gold 
All that glisters | IS 
not a monopoly 


Mo long-running bid for 
Consolidated Gold Fields is the stut 
of soap operas. The international arm of the | 
family that towers over the South African 
economy launched the largest hostile bid 
ever seen in London; for a company which is 
its major competitor, and with which it has 
feuded for decades. With few apparent 


.— qualms, regulators in London, Washington, 


Brussels and Pretoria all said the bid was fine 
by them. Then along came three New York 
Appeal Court judges. On March 22nd they 
said that, if the takeover were to go ahead, 
"It is hard to imagine an injury to compe- 


tition more clearly of the type the antitrust 


laws were intended to prevent.” Someone is 
making a mistake. 


What worried. the judges is that the 


: combined gold-mining operations of Gold 


Fields and Anglo American, the controller 


~ of Minorco, would account for 32.3% of the 


non-communist : world's gold production. 
According to evidence given to the Monop- 
olies and Mergers Commission by Gold | 





a debt, if i it is not excessive, will be to us a national blessing” 
\lexander if tiem the American Treasury Secretary, i in 1781. 
V governments feel such debt is more like a national curse. 


'HIS newspaper recently argued that a 

A national debt, while not a burden on 
othe economy like foreign debt which has 
^to be serviced out of export earnings, is a 
. transfer between present and future gen- 
` erations ("Debt: the zero option”, Febru- 
Borrowing, to finance, say, the 
il servants today, is at the ex- 


ra ndchildren, 


Yı continue to promote the falsehood 
diit national debt is a transfer between 
ptesent-and future generations. It is not. It is 
an intra-generational transfer. If our grand- 
children, as a generation, inherit our na- 
tional debt they also inherit dollar for dollar 
the assets (Treasury bonds, etc) represented 
by that debt. If our grandchildren pay extra 
taxes to service their inherited debt, they 
also, as a generation, get those same taxes 
back, dollar for dollar, as debt service paid on 
that debt. The net inter-generational transfer 
is exactly zero. 

The national debt is a transfer within the 
generation, between rich people who have 
money to. lend to the government and the 
people as a whole who wish to borrow. Tax- 

_payers have to service the debt, but all those 
extra taxes are immediately returned to the 
same generation as investment income." 


' The implication of this neat and al- 


| most convincing argument is that govern- 


ments can enjoy a free lunch. They can 
qe more today by borrowing rather 
^ than taxing, with a clear conscience about 
| the burden in store for future generations. 
. Sounds too good to be true? It is. 
First, consider an example. Imagine an 
economy in which the private sector's an- 
nual income is $100. In year I, it com 


|| sumes $80 and saves $20, which is then 
invested in a car factory which produces a 


future income of $2 a year. Assume, for 
simplicity, that in all subsequent years, 
. the private sector consumes all its income. 
'So, if the government neither spends nor 


Jj taxes, income and consumption in future 


|| Debt as % of GNF 


-[Wm 10 20 30 4) s) 6) JO 30 30 
. | Souttes OECD: government statistics 


years will both be $102. 


-Suppose instead that the government 


borrows to spend $20 in year 1 on civil- 


service salaries and that the private sector 
uses all its savings to buy government 
bonds rather than investing in the fac- 
tory. Then in the first year total consump- 


tion (public and private) will be $100 in- 


stead of $80, and it will stay at $100 in all 


future years. Though consumers receive 


an income of $2 from interest on their 


_ Treasury bonds (assuming a 1096 return) 
that is financed by annual taxes of $2. 
The cost of higher consumption in. 


year | is lower consumption tomorrow. 
The national debt is a "burden" on future 
generations in so far as the government 
uses it for consumption instead of produc- 
tive investment. This deprives future gen- 


erations of assets and income they would 


otherwise have had. 
The way in which government borrow- 


ing affects future income therefore de- 
pends on whether the spending brought 


forward is investment ór consumption. 
However, the precise effect of government 
borrowing is rather more complicated 
than in the above example, since deci- 


‘sions to borrow trigger changes in interest 


rates and exchange rates, which then have 
second round effects on investment, con- 
sumption and future income. 

In a closed economy, an increase in 


government borrowing will push up inter- 


est rates and depress today's private con- 


sumption and investment. The decline in 


the capital stock will, in turn, reduce fu- 
ture income. So if the extra borrowing is 


used to finance public consumption, the 


net result will be that the present genera- 
tion enjoys extra consumption at the ex- 
pense of future generations. 


1900 10 20 30 40 50 60 70 80 90. 
* Break in series. 


ernment | borrowing reduces 
come because it shrinks the stock 
seas assets, and hence the r net i 
investment income. 

If, on the other TN d bt 
used to finance investment in 
then private consumption and ir 


will still fall (because of highe 
Reb. but the public investm 


boost future income and consumpt 


this case, consumption has actuall 


shifted from the present to the futu 
the increase in the national debt 
effect, betiefit future generations. 

- One caveat: the above conclusi: 
sume. that private savings are unaff 
by government borrowing. Econo 
who believe in the Ricardian equ 


| theorem argue that it is not possib 


governments to alter the balance of c 
sumption over time. If the governm 
borrows more, the private sector will, t 
argue, reduce its own consumption 4 
save more in anticipation of higher te 
in future. Although some of the ass 
tions on which this theoty is based. 
hard to swallow, it is gaining an incre | 
following in America, | 

Another way in which governme | 
borrowing, whether for investment ( 
consumption, may reduce income tomo 
row is through the adverse effect of tax in- 
creases. Higher taxes will dent work ince: 
tives, and so reduce future income. - 

We repeat: the extent to which the n 
tional debt is a blessing or a curse depen 
upon the desired distribution of o 
sumption between present and future g 
erations and whether borrowing is used 
for investment or consumption. Qu 
grandchildren will not thank us that th 
public-spending axe has fallen dispropo 
tionately on investment. 


e article dues heavily on. "Approaches d ue 
J. Odling-Smee and C. Riley, mese no. 113. 
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ds, this share would rise to 3596 by 1992 
if already planned expansions go Tn 
<- The Appeal Court was swayed by claims 
rom. Newmont Mining, the biggest gold 
roducer in America, and which is 49% 
wned by.Gold Fie Ids. It said that Anglo 
vould like to curb gold production by low- 
st American mines. This would help to 
ster profits in Anglo's high-cost South 
African Rui which account for around 
9596 of its total production. — 
Unsurprisingly, Minorco dismisses such 
rs as nonsense. It has offered to commit 
itself to sell Gold Fields' stake in Newmont 
to a buyer with no connections to Anglo, 
wuld it win. It has also said it would sell 
Gold Fields' passive investments in South 
Africa and Australia. Together these moves 
ould cut the combined group's share of 
orld gold production to 2196. As nearly all 
f this production would still come from 
outh Africa, Anglo's ability to manipulate 
e gold market would be constrained by the 
that all gold mined in South Africa has 
o be sold to the central bank, which deter- 
's when it gets sold on the world market. 
des, physical sales are only one influence 
n the price of gold. Contracts representing 
round 40,000 tonnes of gold change hands 
ach year on futures and options exchanges 
'ompared to an estimated 1,500 tonnes of 
ned production in 1988). Trading on 
uch exchanges is dominated by arbitrage 
ith other financial markets. 
< So Minorco argues. From fear of Anglo, 
eral of London's prominent bullion deal- 
declined to give evidence to the Monop- 
lies and Mergers Commission (MMC) on 
hy the proposed merger might signif- 
in tly strengthen Anglo's hold over the 








ane the amount oF gold it can sel as and 
hen it wants—ie, gold mined outside 
h Africa. The aceon of GFMC, 









Gold Fields’ cake ow ned d aed n 


Fields’ projections about how fast it expects 


GFMC's production to expand are correct). 


A stockpile of 10-20 tonnes of gold, sup- 


ported by the aggressive use of futures and - 


wielded by the world's largest producer 
might not save the market in the event of a 
crisis but it would be enough to terrify any 
trader with different views. 

The main reason lingering fears that 
Anglo would like to form a cartel in the gold 
market refuse to die is its track record in the 
diamond and platinum markets. De Beers 
Consolidated Mines, Anglo's sister com- 
pany, sets the prices of 8096 of the world's 
diamonds through the Central Selling 


Organisation. De Beers earned R2.4 billion - 


($1 billion) from this arrangement in 1988. 

While few owners of diamond rings are 
unhappy that the nominal value of their in- 
vestment has never been allowed to fall, in- 
dustrial users of platinum are less happy 
about prices of the metal. Just under 9096 of 
the non-communist world's platinum is pro- 
duced by two mines, Rustenburg and Im- 
pala. Anglo owns Rustenburg and controls 
two firms that dominate refining of the 
metal. Ford and Rover both declined to tell 
the MMC their views on competition in the 
platinum market. 

It is now up to Mr Michael Mukasey, the 
Federal judge who first raised anti-trust fears 
in America, to decide whether gold could go 
the way of platinum and diamonds. Gold 
Fields and Minorco have both been asked 
for new submissions, which the judge can 
read at his leisure while he takes a fort- 
night's holiday starting on April 3rd. That is 
bad timing for Minorco, whose bid must 
lapse on April 26th, after which it would be 
banned from trying again for one year. 

More likely, Minorco will raise its offer 
before then. If this induces half of Gold 
Fields’ institutional shareholders to sell, 
Minorco would own more than 5096 of the 
company and so could force its board to 
drop the civil court action. Any anti-trust 
worries would then be purely academic. 
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Nuclear wars 


Ash dispenser 


HY do Japanese families save so much 
more than Americans? Mr Joel 
Slemrod, an economist at Michigan Univer- 
sity, is not satished with the usual answers. 
He thinks it is because the average Ameri- 
can fears nuclear war more than does the av- 
erage lapanese*. And there is little point in 
putting money aside for old age if the warm 
glow you will be basking in will be coming 
from something other than retirement. 
Indeed, as his figures show, there is a 
neat correlation between the net savings of 


America, would do nicely (assuming Gold - 








































































the M sector—households and compa- 
nies—as a proportion of GNP and the per- 
ceived likelihood of nuclear war in different 
industrial countries: the greater the fear of 
war, the lower the savings ratio. Red hot, 
these economists. 

To construct an index of the fear of nu- 

clear war, Mr Slemrod used an annual sur- i 
vey by Gallup pollsters. The value of the in- 
dex is based on the proportion of the 
population who believe that there is at least 
a 50% chance of a world war in the next ten 
years, During the period 1981-1984, 5596 of 
Americans (the biggest spenders) thought 
s was at least a 50-50 chance of war, but 
only 3896 of Japanese and 2896 of Itali ians . 
(the two thriftiest nations). 

Adding this index into an equation 
which tries to explain differences between 
countries' savings rates by things such as. 
mographics and the generosity of state pc..- 
sions, produces an equation with a signifi- 
cantly better fit. As a rule of thumb, a drop - 
of ten percentage points in the fear of nue 
clear war goes with four points more on the: 
savings ratio. 

But why do Australians save so much 
(1796 of onr) when they fear nuclear war 
(5296 on the index) almost as much as 
Americans? Easy, Australians put the risk of 
a war quite high, but they also know that 
they are likely to be less affected by it than 
countries in the northern hemisphere. In 
contrast the Belgians, who have ended up 
bang in the middle of two world wars, save 
exactly as much as Mr Slemrod's theory pre- 
dicts. Armageddon my money outta the 


bank. 


* Fear of nuclear war and intercountry differences in the 
rate of savings, J. Slemrod. NBER paper no. 2801. 
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All of these Securities have been sold. This announcement appears as a matter of 
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RETAIL BANKING 
» Teller Terminals 


Integrated Financial Processor 


They know a good investment 
when they see one. And the 

Wang VS family of computers 
is one of the smartest investments a bank 





an make WHOLESALE & INTERNATIONAL BANKING 

Eximbills is a trade-finance system 
Over the years we have developed a keen PMS — Portfolio Management System 
awareness of Iw needs, and we have worked Priority is a wholesale banking system 
hard to provide you with effective solutions: MIS Bonds is a bonds trading system 

SAFE — SWIFT Automated Financial 
IMAGE MANAGEMENT ; Environment 
WIIS — Wang Integrated Image System 
: EE a ae So take a tip from America’s top bankers. 

capu or uim DELIVERY SYSTEMS For more information and demonstration, call your 


- : local Wang subsidiary. 
Compact Cash Dispenser 5 


Interactive Video System 
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"Basque country has in recent years 
been better known for terrorist bombs and 
“grimy decline. But that may be changing. 
Though unemployment in this north-east- 
ern corner of Spain is still well above the na- 
-tional average at 21%, growth in the Basque 
economy has recovered from the doldrums 
<. ofthe early 1980s. Terrorism is on the wane. 
. Restructuring has made competitive again 
, many Basque heavy industries. And the re- 
gion is having some notable successes at- 
; „tracting he foreign investment with which 
t-hopes to fuel its recovery. | 
British Steel invested Ptas 2.1 billion 
im) to buy one-third of Laminacion y 
Derivados, an engineering company, and is 
. thinking of i investing more. Rolls-Royce ex- 
pects to locate part of a new joint venture 
^" with the state-owned aircraft manufacturer 
CASA and shipbuilder Bazan in the Basque 
country. Other pending projects include 
Finnish investment in a paper-and-pulp 
company, a Japanese plastics plant and a 
French factory to make domestic appliances. 
"More investment is needed. In 1988 
Catalonia, which accounts for nearly one- 
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Y NCE Spain's industrial heartland, the - 


Basque country,’ 
GDP, got 2.5%. The resurgence of interest in 
the Basque country's factories and steel 
mills belies the conventional wisdom that 
Spain's future lies with services, light manu- 


facturing and specialist agriculture along its 


Mediterranean coast. So too does the resur- 
gence of Basque growth. = 

Over the decade to 1985 the Basque 
country lost 150,000 jobs—about 
one-fifth of the toral—as steel, ship- 
building and other heavy industries 
succumbed to high oil prices and . 
sluggish world growth. Real income 
per head fell by 996, according to 
Banco Bilbao Vizcaya. In 1975, two 
of the three Basque provinces (Viz- 
caya, whose capital is Bilbao, and 
Guipuzcoa, centred on San Sebastian) « were 
among the country's five richest. In 1985, 
none was. 

The gloom began to lift in 1986, when 
Basque economic growth revived to 2% a 
year. By 1988 the growth rate had risen to 4- 
4.5%. The central government has spent 


hundreds of billions of pesetas reshaping- 


heavy industry; the Basque government has 
spent as much strengthening small and me- 
dium-sized companies. Altos Hornos de Viz- 
caya, a big Bilbao-based steel producer and 
once the symbol of all chat was wrong with 
Spanish heavy industry, expects a pre-tax 


profit in 1989, The Mondragon cooper- 


Co-operate and prosper 


| ||. MONDRAGON 


A TOP a windy hill in Guipuzcoa in a 
CX light, quiet, B complex is the 
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_ cessful industrial co-operative. With sales 
in 1988 of Pras 205 billion ($1.8 billion), a 
workforce of 22, 000 and output equal to 
4% of the region's GDP, the Mondragon 
| group ranks among Europe' s industrial 
‘heavyweights, But its rationale is dis- 
| tinctly different from that of most big 
companies. Mondragon sprang from the 
| reforming zeal of a priest, Jose Maria 
| Arizmendiarrieta, in the 1940s. It sets out 
|. not to earn dividends for shareholders but 
to provide jobs, social security and educa- 
tion. Through fair weather and foul, it has 
done $0. 
|. . Employment at Mondragon grew by 
"nore than 1596 a year in the decade to 
1976, twice Spain's national rate. In the 
| tough ten years that followed, the group 
created 4,200 net new jobs while the 
Basque country shed more than 150,000. 
| Mondragon also provides employees with 
| unemployment benefits, pensions, health 
* care, and adult education. 7 
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heart of the world’s largest and most suc- 


The core of the Mondragon system is- 
Caja Laboral Popular, Spain's 15th largest. 
savings bank. The bank recycles mem- 
bers’ savings as cheap loans to- 
Mondragon’s 173 individual co-oper- 
atives. Until recently it supplied top man- 
agers as well. Through its biggest member, 
FAGOR, Mondragon has been Spain’ s 
largest producer of white goods. It is also 


the country's sole producer of micro- 
chips. An R&D centre, Ikerlan, is highly 
. regarded. 


Mondragon makes money. Cash-flow 
in 1988 was 2296 higher than in 1987. But 
the co-operative is at a turning point. Its 
founders are aging, and democratic Spain, 
within the EEC, offers very different chal- 
lenges from those of Franco's isolation- 
ism. International competition has in- 
creased, and will increase further when 
Spain's last barriers against EEC goods go 
down. Meanwhile, the democratic gov- 
ernment has begun -supplying welfare 
benefits that Franco's fascist one did not. 
Thus the potential burden of Mon- 
dragon's social ambitions has increased 









| prises in E pude countr 
at around 6% of national 







while their virtues have declined. 


circumstances will not be easy. Top man 
agers want to rationalise production ar 
to boost labour productivity, which,.sa 
Mr Jose Maria Ormaechea, the grout 
president and one of the remaining 
founding fathers, is no higher than ave 
age. But co-operative managers can 
push through reforms in the teeth ol 
workers' opposition. 


coming up with semi-capitalist solution 
like mixed holding companies, to g 
round the lack of voting share capita 
can be sold to new partners. Toh yfi 
foreign competition, they are looking f 

allies: FAGOR expects to reach agreemet 
with other European companies an 

setting up a joint venture to produce cot 
ponents for domestic appliances in N 
ico, partly destined for the North, A 
can market. 


other reasonably conscientious capitali 
company? Probably not. Unemploymen 
in the Basque region is still high; an 
Mondragon's management. is proud 
point out, the co-op is still a lower-cc 
provider of social benefits than the state 












ins d of white goods, | iner 

sales by 14% last year (see box). In the: 
cial sector, Banco Bilbao Vizcaya, | 
biggest since the merger of two 
banks last year, had pre-tax profit 
higher than in 1987. 

"Strong worldwide demand for st 
capital goods has helped. The Basque 
STA pt their output outside their regi 
, 3096 of it abroad. But n 


of the improvements: 






























































. Changing the group to reflect its: 





So Mondragon’s co-operatives are 





Will Mondragon soon become like an 


serre 










































- rom Within. iestruct ay 
ue recovery ride out the expected slow- 
of Spain's growth. | 


large have up-to-date plant and compet- 
ve costs. Last July, the Basque government 
rted to encourage investment in technol- 
y, and subsidised loans of almost Ptas 145 
lion ($1.3 billion) in the rest of 1988 
ine. Five of Spain's better known research 
tres are in the Basque country. New spe- 
list manufacturing companies are spring- 
Ip there too. | u 
nfrastructure is improving, especially 
inks. In February, the Spanish govern- 
t decided to complement a planned 
h-speed rail.link through the south of 
ain with a similar link through the Basque 
try in the north. And the Basque 
rkforce is regaining its reputation for 
dad, a quality somewhere between no- 
ense and reliability. In 1985, the most 
at year for which figures are available, 





96 higher than in Spain as a whole. 
ill, the problem of terrorism remains. 
ign investors fear ETA bombs, kidnap- 
nd the "revolutionary tax"—as do 
e entrepreneurs, many of whom have 
ecently been pulling capital out or 
ing it liquid. So long as unemployment 
5 high, ETA's blend of nationalism and 
lism is likely to retain popular support. 
though it is easy to overestimate the 
hances of success at the peace talks be- 
veen terrorists and ministers now going on 
| Algeria, violence is diminishing. Deaths 
tributed to ETA bombs peaked in 1980, 
id have fallen further since 1986. Most 
que political parties have signed a pact 
demning violence and regularly reaffirm 
ow back to work. 


looming 


ntrepreneurs 


AS SOCIALISM goes out of fashion in 
. black Africa, entrepreneurs see a way 
Some are trying to buy up loss-making 
e enterprises and make them run at a 
rofit. Others are starting up new ventures. 
-going is hard. Many African business- 
are not good at presenting investment 
ans to banks. Many African banks are des- 

itely short of cash. There is next to no 
nture capital. And mis-regulation ensures 

- one of the biggest businesses in many 
untries is smuggling. Still, some are plot- 
routes around these difficulties. 





uts by and large are finding it easier than 
ose in West Africa. For them, develop- 
ent banks and commercial banks are still a 


Restructured Basque industries now by 


ut per worker in the Basque country 


East Africa's (mostly Asian) entrepre- 


pital, which, in 


courages European investors. In West Af 
rica, however, many banks are in trouble. - 


Nigeria is not short of entrepreneurs or 
ideas, but has few dollars to buy the im- 
ported equipment needed to start up in 
business. In Ghana, a modest $100,000 can- 
not be found to finance a project to turn 
sawdust into charcoal. 

The International Finance Corporation 
(FC), the World Bank's private-sector arm, 
has launched a scheme to help African busi- 
nessmen design projects to attract outside 
capital, especially from banks. This scheme, 
now being expanded, is based in the twin 
capitals of African capitalism: Nairobi and 
Abidjan (whose business class is mainly Leb- 
anese). In its first year it prepared 70 project 
reports and secured $45m of financing for 
28 of them. Half were in farming and fisher- 
ies, one-quarter in manufacturing. 


Among the successful companies are 


Rwanda Exotique, with an investment of 
$1.4m, which will airfreight ornamental 





Roses, also witk $1. 4m, 





Nigeria's African 
is aiming for the 
same market. Businessmen in Burundi are 
making the country’s first modern brewery, 
costing $822,000. Ivory Coast will make its 
own pencils. Malawi will have a big cotton 
gin; Tanzania its own handpumps. A 
privatised quarry in Mali will be expanded 
at a cost of $500,000. Small beer by the rest 
of the world’s standards, but worth doing. 
In another scheme, "company doctors" 
are to be sent to ailing African corporations 
whose expatriate chief executives have gone 
home and been replaced by a less experi- 
enced local. Co-operating in this scheme 
with the 1FC and the African Development 
Bank are some 40 multinationals, among 
them Total, Barclays, Heineken, Johnson & 
Johnson, iBM and Nestlé. Perhaps optimisti- 
cally, the multinationals say that their par- 
ticipation is not just altruism: their execu- 
tives get international experience while the _ 
Africans get western management expertise. 
Now how do you spell Apple in Swahili? — 


rope. Nig 








American carmakers 


They do run, run, run; they do run, run 


DETROIT 


America’s carmakers are back in the fast lane. We look at the symbol of 
their turnaround: the exportable American car. Two later articles will ex- 


amine 
sons that the Japanese transp 


TH a home market skidding below 

the 10.6m cars sold last year, with Jap- 

anese transplant factories revving up to 
make some 2m cars a year by 1990 and with 
production schedules geared to grabbing 
market share, America looks a dangerous 
place to be in the motor business. But in De- 
troit, from the 14th-floor executive suite of 
the General Motors building to Ford's 
"World Headquarters" and on to Chrysler 





the management changes that have made this possible and the les- 
ts are teaching Americans 


Drive, there are few frightened faces. 
Motown has rediscovered style. 

American cars’ seat-width, wheelbase- 
length and foam-mattress suspension have 
long bulged beyond (or behind) those de- 
signed for the narrow, winding streets of 
most other countries. But in the struggle to 
produce more efficient cars of higher qual- 
ity, the gas-guzzling engines, fins, chrom 
and boxy bodies have almost vanished. 





Market shares 
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Today's financial map presents many alternative From 5-8 October, bankers, brokers, fund mana- 
routes, but which is the right way to go? gers, insurers, real estate broker: , publishers, ine M. ue 

SERE Ll uer vestment advisors and more will gather, at the new 
dagen 89 Hone Kong Is e. Pas ied nacen . Hong Kong Convention & Exhibition Centre. And- 
ap i Y adi deis Kan old ire torum t for the first time the entire exhibition will be on - 
DECREE ENROL aE BET E ea ^ one floor, which will be a plus to both ex ibitors 


Its where Hong Kong investors look for advice on and visitors. ae 
ve | where to put their money. Which is why so many What' s more, an expansive seminar ' programme 
leading international companies from over 20 | 
countries participate every year. Seeking to. put 
their name on the investment map. 

















the exhibition: So you. can utat more e people and 
maximize the SRDOSUIE for your company 





As one of the world's key financial centres, Hong 
Kong has produced its share of rich and famous 
people. Constantly they look for safe, secure in- Xen Pos mor I poen contact Ms 
vestments in Hong Kong and overseas. That's Tone Ku at Tel: 5-736211 uM dur 
where you come in. ! | s A 
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Hong Kong Convention and Exhibition Centre, 5-8 October 1989 


Organised by Asia Money Exhibitions Ltd. 
a member company of 
the Hong Kong Trade Fair Group 
in association with 


Sunday Morning Post 


Sponsors: The Hong Kong 
General Chamber of Commerce 









Asia Money Exhibitions Limited 
a 4306 China Resources Building, 26 Harbour Road, Hong Kong 
Tel: 5-736211 Fax 5-8913831 Tix: 68444 HKTF HX 
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and Europe, whic 





“cars accounted for 3196. of the American 
market in 1987, only 2996 last year. 
Designing a new car is not first a matter 

of styling and engineering, but of under- 
"standing markets and customers. New-styled 
cars are merely visible symbols of the ways in 
"Which America's "big three" are catching 
up. Hidden but as important are the new 
„ways they have learned to make cars, espe- 
ially from joint ventures with the Japanese. 
'echniques such as just-in-time stock con- 
rol, flexible manufacturing and stringent 
uality controls aim at delivering exactly 
rhat the customer wants when the customer 
vants it. | 

Not that styling takes second place. Mr 
ck Telnack, Ford's vice-president of de- 
describes as “factor x" that something 
out the look of a car which makes it ap- 
ealing. A car’s style, he says, must suggest 
e dynamics of the vehicle. It may be the 
pness of a Ferrari that boasts speed; the 
€ of a Jaguar; or the thrusting lines of a 
W. It is something for which European 
makers have flair. Hardly surprising 
hen, that in styling America has borrowed 
m Europe just as in manufacturing it has 
orrowed from Japan. 
... A clean, aerodynamic look, European 
h American tones, is now being sculpted 
ito. all Ford's new models. The latest are 
he.new Thunderbird and.its sister car, the 
Mercury Cougar (see box). Henry Ford I 
had an unwritten rule that top executives 
should have international experience. Mr 

elnack may have grown up in the shadow 
of Ford's River Rouge plant in Detroit, but 

is stylistic thinking was partly shaped with 
Ford in Australia and later with Ford of Eu- 
ype, where one of the cars he worked on 
as the best-selling Fiesta. 7 
- How much does the new emphasis on 
esign contribute to keeping Ford's fac- 
tories working flat out and a steady increase 
in their share of the American market? Con- 
sider the sporty new Probe. It is simply a 
Mazda MX-6 re-styled by Ford's designers. 
"ord owns 2596 of Mazda and the Japanese 
company builds both cars in a plant at Flat 
ock, Michigan. Probe outsells the Mazda- 
designed version four to one. 



































À new complexion | 

Jeneral Motors has learnt to its cost the im- 
portance of design in differentiating its cars 
a those of competitors. Despite massive 
estructuring, new automated plants, 
lashed costs and higher quality, GM ended 
ip with too many look-alike cars—and a 
ve-year decline in market share. 

A detailed study of car.buyers showed 
3M that the market had got more complex 
‘than it had imagined. The company identi- 
fied 19 main segments of the car market, 11- 


74 













pricey as the dollar has fallen. Foreign-made 
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DEARBORN 








HAT carmakers often mean when 
they say a car is well-designed is 
that it appeals to men, particularly to 






body." "She must move like a dream." 
But auto-macho is going out of style. In 
America, 4796 of new private cars are 
bought by women, up from 3696 in 1980. 
Add in the influence women have on a 
family's car-buying, and it is probable 
that women are more influential overall 
in choosing cars than men. So carmakers 
are learning to create designs that appeal 
to them. 

Women tend to buy cheaper cars, 
largely because working women tend to 
have lower incomes. In America, they 


























































for trucks. Within that were many other ele- 
ments influencing choice, such as lifestyles 
and images. GM is now using a “styling fo- 
cus” to make its cars more appealing to each 
market segment, within the distinct brand- 
ing provided by its five marques, Cadillac, 
Oldsmobile, Buick, Chevrolet and Pontiac. 

Some of the new models, like Gm’s 
Chevrolet Corvette or Ford's Probe, are 
racy enough to be at home on autobahn and 


freeway alike. With the low value of the dol- 


lar, both GM and Ford now see more oppor- 
tunities to export some Ámerican-built cars 
as niche products alongside the cars they 
make in Europe. Ford is "seriously consider- 
ing" making some right-hand-drive cars for 
Britain and Japan. The numbers are still 
modest: GM aims to sell 30,000 American 
cars in Europe by 1990, compared to the 
12,000 it sold there last year. 

Chrysler has a different strategy. The 
smallest of the big three quit the European 
market in 1978 after buying a number of 
duff car companies, such as Britain's Rootes 
and France's Simca, and losing its shirt. 
Chrysler now aims to return to Europe on 
the strength of America's new style. 

Chrysler will try to exploit an oddity of 
the American market: with yearly sales dou- 
bled to more than 5m since 1980, one 
"truck" is sold for every two cars. Most of 


. these "trucks" are actually small pick-ups, 


four-wheel-drive vehicles and minivans, 


mostly used as alternatives to cars. Chrysler - 


their less noble instincts. "Beautiful | 


that design can sway even normally prag- 


















‘Hers 


buy 5596 of the small cars, 44% of me 
dium-sized ones, but only 2896 of large 
and luxurious models. They put more 
store on reliability than men do—proba- 
bly a hidden reason for the rise in Japa- 
nese imports. 

. American carmakers are now tailor- 
ing certain versions of their cars with 
women in mind. And they are learning 


A MEA e p papal borra Na YE Mr m A ae a 


matic women, as a comparison between ee 
Ford's Thunderbird and Mercury Cou- 
gar demonstrates. The Thunderbird isa | 
high-performance car—ie, it goes fast— | 
and is styled to look aggressive. Less than 
40% of Thunderbirds are bought by | 
women. But the same car—with a more | 
sedate body, a different name (the Cou- | 
gar) and different advertising—is as pop- | 

[ 

| 





ular with women as it is with men. 
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ran away with the minivan market, with a 
neat, front-wheel-drive model. Last year, it 
bolstered its position in the four-wheel-drive 
market when it acquired the Jeep range with 
the purchase of American Motors 
Corporation. 

Could European motorists develop a 
taste for trucks? Chrysler has adopted a two- 
pronged strategy: it is exporting cars and 
Jeeps to be sold through dealerships in Eu- 
rope, and it is forming partnerships to set u 
European manufacturing bases. A deal $ 
been struck with Renault (one of the few EW 
ropean carmakers that produces a vehicle 
similar to an American minivan, the Espace) 
to produce a joint sports-utility vehicle. Alli- 
ances are also being forged with Fiat. 

Like their city, with abandoned build- 
ings and crack-ridden slums close behind 
the partly revitalised downtown, the “re- 
naissance" of Detroit's carmarkers, how- 
ever, is far from complete. GM, Ford and 
Chrysler did make a record combined profit 
of $11.2 billion last vear. But Wall Street's 
lowly valuation of the carmakers suggests 
fears for their future. These may be justified. 
After opening their factories, Japanese car- 
makers are now using their design centres in 
America (and Europe) to create cars for the 
American market. New and impressive Japa- 
nese designs recently stole the thunder at 
the Detroit, Los Ángeles and Chicago mo- 
tor shows. Back to you, Motown. | 
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Opening the door to Japan's 
short-term money markets 


TOKYO 


S ULLYING and flattery oni got them 
LÀ nowhere. But now both the Bank of Ja- 
pan and the Federal Reserve Board of Wash- 
-ington—-which have been urging the Japa- 
“nese Ministry of Finance to expand. the 
-country’s tiny two-year-old treasury-bill (TB) 










| an open door. In the financial year start- 
ng this month the finance ministry will dou- 
ble the amount of TBs issued to ¥4 trillion 
($30 billion) in an effort to diversify Tokyo's 
money markets and upgrade the interna- 
tional status of the yen. The ministry, which 


had planned to issue ¥800 billion of TBs in 


March, hurriedly upped the amount to Y1.2 
trillion to prepare banks and securities firms 
a the flood of new paper. 
^—. “The ministry has been issuing TBs (ie, 
| government bonds with redemption periods 
vof less. than one year) since February 1986. 
r, it has issued only six-month TBs, but 
ach three-month bonds in October. 
month CD (certificate of deposit) 
the current mainstay of Japan's short-term 
"money. markets. Investors like TBs, which do 
^ hot fluctuate as much as longer-term gov- 
ernment bonds. For Japanese banks, it has 
been love at first bite. They snapped up 35% 
the TBs issued in February and over 5096 
March, overtaking the securities houses. 
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narket—suddenly find themselves pushing 


Overall, though, Japan's TB market is 
still puny. At a little over ¥2 trillion, it is one 
twenty-fourth the size of America’s. How- 
ever, if Japan intends to develop a TB market 
along American lines, it will likewise create a 
benchmark for other short-term financial 
markets—-and so become the primary forum 
for implementing monetary policy. That 
should also rapidly and finally end the bu- 
reaucrats' ability to set interest rates by fiat. 
The target that the finance ministry has set 
for the volume of TBs to be issued is under- 
stood to be ¥10 trillion within three years. 
This is what the Bank of Japan reckons to be 
the minimum market size if it is to use TBs 
for market operations. 

It was in 1984, at the first Japan-United 
States yen-dollar committee meeting of fi 
nancial officials-from the two countries that 
the Americans initially requested changes to 

ease foreign investment in the Japanese 
bond market. But since then the Japanese 
finance ministry has balked at expanding 
the TB market, on three counts. It said: 
e The deregul ation of interest rates would 
raise the government's cost of borrowing. 
@ Replacing the syndication of new issues 
with auctions would weaken the ministry's 
ability to arm-twist syndicate firms into buy- 
ing government debt when issuing condi- 









tions were sticky. u 
e Though it's improbable, theg go 
could be caught unable to roll ove 
shorter maturity than its budget ye: 
These objections have now beer 
ridden—thanks to greater internal an 
ternal pressures. Long-term interest. 
are currently higher than short«term on 
the interest burden is lighter on TBs 
same time, the government has a. 
debt-management difficulty. Some 90 
government bonds outstanding are ten 
issues or longer. This distorts lon: 
short-term interest rates and makes 
volatile. Use of TBs would let the 
ment hedge its interest-rate exposure b 
The government is also faced wi 
financing the bunches of ten-year bonds 
sued after the two OPEC oil-price rises 
1970s to cover the government's buds 
icit. It has set itself a target of fiscal 1 
the year for ceasing to issue new defi 
ering bonds. The finance ministry has 
convinced itself that Japan’s savings s 
is ingrained enough to ensure that it car 
refinancing expiring bonds with sho 
ones instead. i 





















































ing. Believing Es the new mc 
will DE ii firms’ a access to th 


ment tof uu s nel bench mont 
markets. Compared with America’s, thes 
are tiny—especially when the size of the | 
anese economy is taken into account. -~ 
. The Americans have threatened to: 
ply the provisions of the Omnibus Trad 
if swifter progress is not made. The ultim 
sanction would be to revoke the 
held by Nomura Securities and-othe 
nese financial houses to be primary 
in American treasuries. 
At last year's follow-up meeting to 
of 1984, Mr- Toyoo Gyothen, th: 
finance ministry's top internationa 
crat, promised to review the mixed s 
auctions and syndication for the 
ing of government bonds. The 
that American firms would: hav 
that they were being unfairly denied 
to new issues. Word from America is 
confidential report by officials from t 
eral Reserve Board concludes that 
firms are getting a raw deal. The re 
equally damning of the slow pace of« 
ment of Japan's short-term money mari 
as a whole. 4 
The changes to the TB Mab iid 3 
ries of reforms to the short-term money 
kets initiated by the Bank of Japan las 
























goi dits say there is 
itle accident in the timing. The 
changes have come because the Japa- 
nese have been scared into leaving 
he door unbolted. 
_ The Bank of Japan has been pull- 
ng on the handle as hard from the 
other side. Deregulation has weak- 
ened its ability to exercise monetary 
policy. The central bank long ago lost. 
power to ration credit to the econ- 
my through guidance on bank lend- 
-But its ability to influence the 
of interest rates also has been 
rtailed. Japan's international com- 
itments on macroeconomic policy 
rdination. have left the official 
scount rate (the benchmark for all 
gulated interest rates) stuck at 2.596 
ice February 1987. The narrowness 
shallowness of the short-term 
y markets have made it hard for the 
to exert sophisticated control over un- 
ted interest rates through market 
tions 

he central bank has been in the para- 
ical position of needing to deregulate 
1ort-term money markets so as to be 
ble to manipulate them. It has been 
»bling away at deregulation despite the fi- 
nce ministrys reservations, since the 
arly 1980s, when its principal open-market 
nstrument was the gensaki, a long-term 
nd with a short-term repurchase agree- 
ment. It has aimed to create new instru- 
nts, such as bankers' acceptances, to gen- 





















































x TOKYO 


( WVJRIOUS folk in Yokohama, home of 
wy Japan's Raw Silk Exchange, have be- 
gun to wonder whether the high prices of 
the yarn are more the result of high jinks 
than high fashion. A group of 24 angry 
investors has written to the exchange's 
boss, Mr Chikao Matsumura, alleging fla- 
grant ramping of the market since late last 
year by speculators and their political 
cronies. | 

- Demand for silk has soared. Paid a 
modest ¥200,000 ($1,500) a month, Ja- 
pan's young unmarried office ladies in- 
variably live at home, save next to noth- 
ing, have their commuting fare paid for 
them by the firm, buy a ¥600 obento 
packed lunch—and spend ¥140,000 a 
month on leisure, pleasure and designer 
~ clothes. Today's fad is for silk, and the 
slinkier, flimsier and pricier the better. 
‘Silk is the fabric of choice for underwear, 
- stockings, shirts, suits, dresses, and even 
= long-sleeved furisode kimono worn by unm- 
married girls on rare occasions and cost- 


Stare 
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. Silk, slink and sleaze 
































erate market volume through interest-rate 
arbitrage, but it was only last November that 
it was able to introduce two important 
changes to decouple further the official dis- 
count rate from market interest rates. 

It expanded the scope of the discount- 
bill market by shortening maturities to less 
than one month. It now allows trading in 
one- to three-week bills, and has said it will 
use these for its own market operations, hav- 
ing traditionally used two-month discount 
bills for these. The Bank of Japan also 
lengthened the longest maturity in the unse- 
cured call market from three weeks to six 
months, to encourage the repatriation of 


ing ¥500,000-I m a throw. 

The price of silk has spun out of con- 
trol—up from ¥8,600 a kilogram in 1987 
to more than ¥15,000. Over the past 18 
months, the Japan Raw Silk and Sugar 
Stabilisation Agency has had to break 
open its bonded warehouses no fewer 
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- call money 21% 














|. funds that have flowed to the less- 
oe  imerbank market | heavily regulated Euromarkets, just as 
CDs 27% \ discounted bis | the domestic interbank market has 


27% | been brought back onshore from the 


offshore banking market. It had de- 
camped because of a wide disparity 
that had emerged onshore between 
interbank (ie, call and discount bill 
rates) and other short-term interest 
rates. | 
Earlier this year, the central bank 
further liberalised the short-term 
money markets by easing the trading 
rules and restrictions that hampered 
banks from’ arbitraging between 
short-term and long-term interest 
rates, such as limits on the funds that 
can be taken from the unsecured call 
market and ceilings on holdings of. 
certificates of deposit. 
Encouraged that its November 
and January reforms have helped the 
outstanding balance of the interbank mag 
ket top ¥30 trillion for. the first time ( 
¥31.9 trillion for. February, it was 50% 
higher than its low of last September), the 
central bank is to extend from the begin- 
ning of April the maximum trading period 
to between one week and one year for bills, 
and to between overnight and one year for 
unsecured call money. This, bank officials 
hope, will further stimulate arbitrage. be- 
tween Euroyen and unsecured call money, 
and between spot and futures markets for 
when Tokyo’s financial-futures exchange 
opens later this year. 











than 40 times, releasing 90,000 bales (of 
60 kilograms apiece) on to the market. 
The intervention price is ¥10,600 per ki- - 
logram. By the end of February, the - 
agency was down to its last 27,000 bales. 
Still the price of silk continues to climb. 
The Fair Trade Commission has 
started asking embarrassing questions, 
causing a number of speculators to go run- 
ning to friends in high places with re- 
quests that the heat be taken off them (old 
Japanese custom, that). So vigorous has 
been the political lobbying of late, 
though, that it has even caught the atten- 
tion of the busy Tokyo District Public 
Prosecutor’s Office. : 
A copy of the letter from the group of 
24—with allegations that the Commodity 
Exchange Act has been broken—has sent’ 
the prosecutor’s men snooping around 
the silk exchange. One face the govern- 
ment sleuths would not mind getting to 
know again is that of Mr Matsumura, not - 
just the silk exchange’s boss but until re- | 
cently a Yokohama City assemblyman. He 
resigned after allegations about receiving 
largesse from a company called, yes, Re- 
cruit Cosmos. | 
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‘GROUP PROFIT - B | 1988 1987 








P? Profit before taxation* | | m eodd 
Taxation | | £13.2m £21.5m 
Profit after aon £20.6m £38.6m 









BASIC EARNINGS PER ORDINARY SHARE Rip 23.8p 
DIVIDENDS PER ORDINARY SHARE - B n UN 






Interim (paid October i E 3.85p 3.85p 
— -Final (recommended) m. | i 270p. 1.0p 
Bearer, lk ew Wl 10. 85p 10.85p 






"Profit before taxation. or 1988 has benefited is £5. 8m as a result of a pension fund contribution holiday. Profit before 
taxation for 1987 was arrived at after crediting £26.6mi in respect of the sale of the Group's interest in Target Group PLC and 


after providing £10m for future: anonmatón ru infrastructure development 6 costs and £8.7m in respect. of 
sovereign debt, HORE | ; vu 







The Group famed an 2 dies loss ainounting to £39. 255 ‘(after taxation) which is 
substantially attributable to the withdrawal from UK and certain other securities operations 


and related Group reorganisation costs and asset disposals. Shareholders’ funds are £344.3m 
at the year end ac £370.4m). | : | 









Extracts from the Group Chief Executive's Review: 


“The business i is now better balanced than before and the future of the Groupi is best assured 5 : ar 
by concentrating on our three core activities — - banking, corporate finance and asset "E 
management. | BO d 














= Withdrawal: from the equities markets (other than in the US d Singapore, where we have. 
mature and profitable businesses) has substantially improved the financial | position of the Group.: 


n Our traditional ane vaina "aeri and money market Activities. conducted i in and from 





and o mergers a uisitions, issecond < 
to none. Our seid foals i is on thei initiatio and tale ae t mergers, acquisitions, 
disposals and other corporate transactions. 


B Morgan Grenfell Asset Management represents an excellent source of fee based earnings and 
made good progress during the year. It is a well balanced and i signif cant member of 
the Group. | 7 | | | : 





AW The businesses of the Group's UK and international subsidiaries - Morgan Grenfell Laurie, the 
Channel Islands. Group, C.]. Lawrence, Morgan Grenfell Inc. and TS Grenfell (Asia). 
Pen satisfactorily during the year in their own markets. - 

Weh have the resources in terms of management, skilled profemionals and capital. : to Dc 

develop the Group from its now solid foundations in businesses where we have com- = 

petitive advantages and a history of excellence. The medium to longer term outlookis — 


positive." 
MORGAN GRENFELL GROUP PLC 
23 Great Winchester Street, London EC2P 2AX 
Telephone 01-588 4545 Telex 8953511 MG LDN G Fax 01-825 6155 


Office in Edinburgh * Frankfurt am Main * Geneva * Grand Cayman + Guernsey * Hong Kong * Jorsev * Madrid < Milan * Moscow * New York « Paris * San Francisco + Sáo Paulo * Singapore + Sydney + 


The 1988 Hapeta and Accounts E be av valen € at the end of ue To obtain a Hop Toa write to the- E noma Secretary at the above addreis i in 
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opex are pleased to report another year of record trading results from our UK and overseas operations. 
13 acquisitions were made during the year, of which the largest took place in the UK with the acquisitions of 


MSR Recruitment, Displaywork (point of sale material design) and RCF Marketing Group (Direct Marketing 





Overseas investments were made in Germany, Finland, Norway, Singapore and New Zealand and additional 
investments in Sweden and Ireland. The Group now operates in 15 countries, including 12 in Europe. 

Marketing Services made the largest contribution to Group profits with substantial increases from both the 
Purchasepoint Group and Design in Action. 

Consumer Advertising, operating under the Alliance International banner, achieved record new business. 
Weare continu ing to invest heavily in the network which now handles 30 clients in 2 or more countries. 

The Board is confident that 1989 will be another year of substantial progress for the Lopex Group. This will 


be achieved by continuing our policy of combining organic growth and strategic acquisitions with a particular 


LOPEX 


communications group 


emphasis on developments in Europe. 





The 1988 Report and Accounts will be posted to sbarebolders on 12 April. If you would like a copy please contact: 
The Secretary, Lopex pic, Alliance House, 63 5t Martin's Lane, London WC2N 48H. (Telephone: 01-836 0281) 
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T HE Japanese equity warrant market is 






"gestion. Already this year it has had to 
"swallow more than $16 billion of new 
|] Eurobond issues with equity warrants at- 

X tached (these give the holder the right to 
buy a fixed number of shares at a prede- 
| termined price over a set period, usually 
zu four years). On March 28th alone, the 
.| market had to cope with $4 billion of new 
| issues. The pace will barely let up in April 
(d when the the market's Rt $1 billion-plus 
j|. deal (a $1.2 billion issue for Suton Re- 
alty) is due. In all 1988 the market han- 
dled a mere $28 billion. 


price of equity warrants attached to new 
Eurobond issues has risen. Six. 
months ago, an investor in Japa- 
nese warrants could buy new ones | ein 
at a premium of about 15%. The 
premium is the cost of buying à | 
warrant and then using it to buy | | "7 
the shares, compared to the cost of | 
simply. buying the shares. The pre- - 
mium in the new-issue market is 

now around 25%. 

Companies issue warrants be- 
cause they can borrow for less. In- 
vestors are ready to pay premiums 
. because warrants fix the yen price 
j| at which they can buy shares. They 
^ |- are also attractive because of their 

| gearing. They cost only a fraction 
© ofthe price of the equity yet tend to 

track any rise in the share price al- 
. most yen for yen. Suppose a com- 
P pany whose share price was Y1,000 
| at the time of the issue sold a war- 
- rant (for Y200) that allowed an in- 
vestor to buy its shares for Y1,200. If its 
share price doubled the price of its war- 
rants could'quadruple to X800 before it 
would cost an investor more to buy shares 
_ through the warrants than by buying the 
. shares on their own. 
.. The surge in the Tokyo stockmarket 
| has propelled the warrant market on- 
œ} wards and upwards. Since the end of 
| March 1984, the Nikkei average index of 
225 blue chips on the first section of the 
"Tokyo Stock Exchange has risen from 
. 10,968 to 32,737. That is a molehill of a 
rise ‘compared with the eruption of the eq- 
uity-warrant market. 

The value of that (London-based) mar- 
| ket has grown from nothing five years ago 
| to $40 billion—more than half the cap- 

~ italisation of the Hongkong stockmarket. 










‘warrants’ annual smash 


1 gorging itself to another bout of indì- 


On top of this increase in volume, the- 


ie equity warrants have kept the Eurobond market’s head above 
water r the igs couple of years. But profit will be harder to make in 





The daily turnover in the 

as much as 
$800m—means that the warrant market 
is now one of London's most heavily 
traded securities markets. The larger 2 
longer established International Stock Ex- 
change, whose market capitalisation is 
$765 billion, trades shares worth around 
only £1.7 billion ($3 billion) a day. 

The first Japanese warrants are now 
coming up to expiry. So far no warrant 
has yet expired worthless. All of them 


have been in-the-money enough (ie, al- 





| Dollar Évrohonds w with warrants n 
issued by Japanese companies, T», 60 


8? 88 ag” 
* First quarter annualised 





lowed investors a cheaper if less direct. 
method of buying shares) to have a value. 


Some analysts fear that the imminent ex- 
piration of a host of warrants could send 
Tokyo share prices tumbling. Unlike eq- 
uity options which have to be backed by 
existing shares, warrants create new ones. 
These could create an overhang of new 
shares that would drop on to the market 
when the warrants came close to expiry. 
This will only happen, brokers hope, 
with shares that have underperformed the 
market, such as those of Mitsubishi Metal. 
Investors have already cashed in gains on 
most of the more successful warrants. - 
‘Traders are more worried by the Japa- 


nese finance ministry’s zeal to drag the 


market back to Tokyo. It is already drift- 
ing there. Most of the market’s big oi orders 
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ciates, Weiss Associates and Tayl 





come from Tokyo; analysts 
around 70% of the warrants ari 
by Japanese investors, although 1 
the trading was still done in Europe 
April, the finance ministry will allow u 
derwriters in Tokyo to sell warrants. 
tached ftom their bonds to individual 
vestors, and bonds stripped of the 
warrants to institutions. 

The more the centre of the equity-w: 
rant market moves towards Tokyo, 
more the Eurobond market ruris t 
of catching a terminal cold. Th 
that the European subsidiaries of Japan 
securities houses are making fr 
rants is subsidising their push into ot 
securities markets. Co-management of 
uity-warrant deals keeps a host 
Euromarket players alive. Unlike | 
usual Eurobonds which topple to : 
count almost as soon as they are issue 

equity-warrant deals surge to 

miums. This provides much nee 

income for firms such as Schrod 

. and Kleinwort Benson. A toma 

-ager on a $500m deal which peso 

a premium of 5% could mak 

$3.5m from the 1096 of the To h 
might underwrite. 

These firms are also likely to 
hurt by any slowdown in the | pac 
of new issues. Other brokers | n 
investors who are more intereste 
in warrants' investment potential 
are looking forward to the mark 
almost annual crash when the flo 
of new issues dries up. | 

Newish investors in warrant 
such as the Ámerican hedge fund 

_ Which aim to make money for the 
investors no matter which way th 
market moves, should stop the wa: 
rant market from falling too fa 


Hedge funds such as Elliot A 

































































































































Company buy either individual : 
ot baskets of warrants to cover agai 
"short" positions in either indiv 
shares or indices of shares such as th 
tures on the Nikkei 225-share ind 
These funds need to use v 
cause Tokyo does not yet have o 
either equities or indices. The 
derivatives such as options or w; 
their gearing. If the market moves u 
rise in the warrant compensates t 
the cost of their short position in 
derlying equities or futures. If the m: 
moves down, the cost of buying the w 
rant does less damage to their now w 
ning short position than any other inv 
ment. These trades create a demand fo 
warrants—and a floor for prices. 








































S THE Federal Deposit Insurance Cor- 
poration (FDIC) about to become more 
owerful than the Federal Reserve, Ameri- 
central bank? Absurd thought perhaps. 
d it is evidence of the scale of the crisis in 
i . banking and savings-and-loan 
: K) industries that such a question is 
v being asked both in Washington and 
Wall Street. At issue are the new powers 
3 may soon be assumed by America's 
er of bank deposits. These rights are to 
enshrined in legislation now before Con- 
ss and drafted in a hurry to deal with the 
iftcrisis. —— | 
Jnder the bill the FDIC. would take 
se of the Federal Savings and Loan In- 
e Corporation (FSLIC), the insolvent 
leposit-insurance fund. It would also 
responsible for managing the affairs 
'rica s many bust thrifts—a large task 
nvolves either liquidating or selling 
It would mean that, in addition to in- 
g deposits of up to $100,000 at Ameri- 
600 banks and thrifts, the FDIC 
uld take charge of the $350 bi llion-odd of 
on the books of America's bust 
ts, That is on top of the total of some $9 
ion in bad bank assets the FDIC has al- 
sady taken under its management. 

The epic would end up as the reluctant 
wner of all kinds of property and other 
odgy collateral. It would have the job of or- 
ising the biggest bail-out in American 
tory. Under the proposed bill the FDIC, as 
ver of a bust thrift or bank, would be 
e to pick and choose between those con- 
s that it would honour and those it 
uld not. Lawyers say that receivers usually 
ye to apply more equitable standards. 
ey do not have a similar discretion to 
OSE. 
The FDIC would also be granted the au- 
ity to set the level of deposit i insurance 
iums—within limits. Thus, in the case 
in emergency i it could increase the level of 
anks' deposit-insurance premiums to 35 
its per $100 of deposits, more than four 
ies the present 8 cents. 
The FDIC would also be given what Mr 
dgin Cohen, a New York-based lawyer at 
llivan & Cromwell calls "cram-down" 
rger powers. This is the power to force 
merger of the healthy and unhealthy 
nks into a holding company. The justifica- 
for this is that all the financial resources 
e healthy banks should be used up be- 
he federal deposit insurance fund is 
led upon to provide support. 
This is of more than passing interest to 
nks. On March 27th, three creditors of 
ACorp, a big Texas bank, filed a petition to 
lace the bank, which has Nearly billi ion 





























sc aderlines the nearly always con 
interes of bank creditors and de- ~ 








~~ posit-insuránce funds. 


in assets, in involuntary liquidation under 
Chapter 7 of the American bankruptcy 
code. By way of protection, MCorp said it 
would convert the filing into a Chapter 11 
reorganisation. This gives it time to operate 
its way out of trouble. — 

Two days later, the Office of the Comp- 
troller of the Currency and the FDIC an- 
nounced jointly that 20 of MCorp's 25 
banks had been declared insolvent. These 
insolvent banks had been turned over to a 
specially created FDIC bridge bank which the 
FDIC would try to sell. This development re- 
moves those 20 banks from the jurisdiction 
of any bankruptcy court. The FDIC has the 
power to create such bridge 
banks to keep failed institutions 


wert 
al 


going while it tries 
to reorganise and sell them. The FDIC hopes 
to get a better price if it maintains the "fran- 

chise". The five remaining solvent banks 
will continue to be owned by MCorp. 

So the action by three small creditors 
(two of whom own MCorp debentures 
worth only $5,000 each) triggered the FDIC's 
move. MCorp's losses are reckoned to total 
around $4 billion. Prior to this the FDtC had 
been trying to find an interested buyer for 
the entire holding company. Would-be 
acquirers were due to submit their bids to 
the FDIC by April 3rd. However, the prob- 
lem facing the FDIC is that a Chapter 11 fil- 
ing would have made a voluntary 
recapitalisation hard to do. 

The legislation now before Congress 
would prevent such difficulties because of 
what is called a cram-down rule. The FDIC 
would have been able to inject the book 
value of MCorp's still healthy banks into 
the unhealthy ones plus all the assets in the 
holding company, which in MCorp's case 
were worth some $400m, making it easier to 
sell the whole company. Still, the MCorp 
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The same conflict applies to thrifts, 
which explains.a landmark Supreme Court 
decision announced on March 21st. Ameri- 
ca's highest court ruled that FSLiC did not 
have the eae to decide which creditors 
could pursue claims for damages against 
failed thrifts the government has taken over. 
Justice Sandra Day O'Connor wrote in an 
opinion: "Congress granted FSLIC various 
powers in its capacity as a receiver, but they 
did not include the power to adjudicate 
creditors’ claims." 

This opens Pandora’s box. Tens of 
thousands of creditors with claims of bil- 
lions of dollars against bust thrifts can now 
sue without waiting for FSLIC permission to 
do so. Instead FSLIC. would only have the 
power to accept or reject a 
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claim before the creditor could take the gov- 
ernment to court. 

This is why the proposed legislation spe- 
cifically gives the FDIC powers to resolve 
creditors' claims which the Supreme Court 


decision has denied. This is a question of re 





alpolitik. As Mr Thomas Stanton, a Wa 
ington-based lawyer, says: "You cannot af" 
ford the full panoply of judicial remedies - 
when dealing with claims on insolvent 
thrifts.” The problem is just too vast. 

So the FDIC looks set to amass huge pow- 
ers commensurate with the scale of the task 
it faces. Similar considerations explain why 
the FDIC's chairman, Mr William Seidman, 
was able to persuade his counterpart at the 
Fed, Mr Alan Greenspan, to agree in princi- 
ple to take FSLIC notes as collateral when 
providing funds to bust thrifts. Mr Seidman 
wanted an open, though as yet apparently 
untapped, line of credit from the Fed, be- 
cause he was (and is still) worried by the 
threat of thrift withdrawals. In January a 


record $10.7 billion left thrift deposits. 

Mr Seidman is telling congressmen he 
needs even greater powers. He wants a 
clause removed from the bill that would al- 
low the president to remove the FDIC chair- 

man at will. That, says Mr. Seman, NOUS 











di. whose mede is ap 
fixed term of four years. 
is begs a question. Is the FDIC the 
ight institution to wield such power? Or is 
‘it itself part of the problem? For the FDC 
-funs des same blanket deposit-insurance sys- 
„and operates the same too-big-to-fail 
octrine that led to the $100 billion-plus 
rift disaster. 
-« Two examples of this approach: first, 
Mr Martin Mayer, writing in American 
Banker, notes that it was Mr Seidman who 















‘three years ago let the FDIC insure $135m of 


.CDs sold in London's Euromarkets by 
Credit Suisse First Boston. These notes were 
federally insured though they were sold to 
Offshore investors in units of up to $5.4m 





rassing. The notes were issued bv MCorp. 


-rouble at t'Fund 


"HE grandees of international finance 
A are in Washington for the spring meet- 
ings of the International Monetary Fund 
(IMF) and World Bank, which started on 
March 30th. Their public chatter will be 
filled with speculation (and bickering) about 
how recent proposals by the American trea- 
sury secretary, Mr Nicholas Brady, to reduce 
third-world debt might work in practice, if 
at all. Behind closed doors they will have to 
grapple with a more mundane problem— 
how to reduce the embarrassingly high level 
of the rMF's dud loans. 
One shy of a dozen countries are more 
than: six months overdue in their repay- 
ments to the Fund. Between them they owe 
more than SDR 2.5 billion ($3.3 billion), or 
ar proximately one-tenth of members' total 
awings from the IMF. Eight of the 11 have 
een declared “ineligible” to borrow more 
money. from the Fund. They are Vietnam, 
Guyana, Liberia, Somalia, Peru, Sudan, 
Zambia and. Sierra Leone. Nothing has been 
heard from the ninth non-payer, Kam- 
 puchea, since 1975 when the Khmer Rouge 
took over the country. The identity of the 
other two recalcitrants is being kept con- 
fidential until they either go under com- 
pite or reject the Fund's advice. 
: Discussion of what to do about this 
; mc tley crew's problems has taken up à great 
; of the mF board's time over the past six 
ths. For once its members, both rich 
.and poor, are unanimous that something 
has to be done fast. The mF is a global co- 
operative. Its rich members leave money on 
-deposit with it, which its poor ones can then 
: borrow on a revolving basis. Arrears at their 
rrent level threaten to block this flow of 
- They cost all other members 
—depositors get paid less and bor- 
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of; an opinion written earlier this year by its 
general counsel that in cases of receivership 
the FDIC would pay off a bank's losing swap 
transactions just as though they were in- 
sured deposits. Mr Mayer writes: "That's 
tens of billions of dollars of additional risk 
that has been loaded onto the insurance 
fund without even a claim of public interest 


to justify the action. ' 


All this akdérlides one P facti- dt 
America has a socialised credit system where 
risk of loss is underwritten by the govern- 
ment. To try to-solve the thrift crisis by ex- 
panding the powers of the Fpic (the present 
policy) is therefore likely only to aggravate 


:the symptoms, not cure the disease—for in 
= such a system, the task of the deposit-insur- 


each, not $100,000. That now looks embar- < 


ance fund is to bail out everybody and 


|J. everything. 


rowers pay more. 

Last year the board had hoped that in- 
creasing its special contingency reserve to 
SDR 87m might be enough. lt wasn't. More 
countries were added to the list and the 
amount they owed snowballed. So last Octo- 
ber Mr Michel Camdessus, the IMF's manag- 
ing director, appointed Mr Arjun Sengupta, 
a noted Indian economist, as his special ad- 
viser on arrears. 

. Mr Sengupta has found progress to be 
slow. As he has shuttled between Lima, Lu- 
saka and Hanoi, his efforts have concen- 
trated on finding donors willing to offer 
bridge finance to clear each country’s ar- 
rears to the Fund. The idea is that as soon as 
this has been done and the country has be- 
come eligible once more.the bridge loan will 
be repaid with a new IMF arrangement. This 





Kampuchea in the rouge 


Second, he FDIC > disclosed in the form shou 


gether a group of four countries. 


guarantee the reduced debts in order to 





akie, breed. b 
question is whether such 
enough to ensure the countr 
up in the same mess a year or tw 
Support groups for Guyan 
nam, led by Canada and Fran 
tively, have made most progress. Bu 
can go wrong at the last minute, w 
what happened to a deal to help Pe 
December. Mr Sengupta had 4 








































impressed enough by the governme 
orderly attempts at: adjustment to o 
clear its SDR 595rn arrears to the 1v 
President Alan Garcia decided it 
politically too humiliating to sign. 
agreement with the Fund. 
Sorting out Zambia and Sudan 
more difficult. Together they acc 
over half the total arrears to the t 
problem is that much of the SDR 1.4 
needed to clear their arrears will have: 
offered on highly concessional terms. - 
Efforts to clear these arrears have b 
spurred on by recent proposals aimed 
debt reduction. Creditor governments: 
the IMF to play a pivotal role: most wan 
Fund to ensure that beneficiaries fol 
"sensible" policies; some also- want 





lify the banks. It can hardly do this while 
own bad loans are still mounting. — ^ 

Underlying this sense of urgency is tl 
fear that the problem could get worse. The 
is no shortage of African countries that. 
heavily in hock to the IMF and might: 
difficulties repaying. More serious feai 
cus on Argentina, the Fund's second bigges 
customer (after Mexico). At the begini 
this year Argentina was. $1.7 billion in 
rears on its interest payments to the bar 
It also owed the mr SDR 2.7 billion, al 
which is due by the end of 1992. Presid 
Raul Alfonsin's government has.pu 
talks about a new IMF programme unti 
the elections in May. The delay wil 
that over the next year Árgentina will b 
pected to pay back to the IMF far more 
it receives. Ít is not clear whether 
Peronists, who are widely expected to wit 
May, will see the point of doing this. .. 


Relationship banking in Britain. 


On the rocks | 


NOSY ties between British banks 
their corporate clients, particular 

big ones, are slackening. Ten years or so ag 
every blue-chip company had two or th 
main banks that were guaranteed a slic: 
its. business; today such a relationshi 
sures only that the banks will get a sh 
the business on offer. NE 
One reason for the change i is tl 














mor 
willing to undercut a company's t 
nal bank. This is a game-at which th 
ese excel. The clients of the London arms 
f such banks as Industrial Bank of Japan 
BJ), Sumitomo Bank and Sanwa Bank are 
nostly the overseas subsidiaries of their cus- 
omers at home. But lending to British com- 
aniesisa growing sideline. —. . —. 
The Bank of England reckons the Japa- 
ese now have about 8% of total bank lend- 
ng in Britain to the non-bank sector, up 
m 5% six years ago. British companies ac- 
ount for 25-30% of tBj's lending in London, 
dmittedly higher than at most Japanese 
anks. Uncomfortable with the unfamiliar, 
apanese banks have paid most attention to 
best-known companies. Sumitomo, 
ich has one of the longest British client 
has few customers outside the top 
UU companies. Smaller Japanese banks 
oncentrated on the top 200. 
some of the biggest British firms hardly 
ed bother with banks at all for straightfor- 
d loans. Their credit rating is as good 
f not better than—that of banks sad- 
with dodgy third-world debt. Compa- 
ike Unilever and Glaxo find it cheaper 
ssue commercial paper (ie, corporate 
js) to investors through dealers. 





























ermined by the unbundling of financial 
rvices—charging separately for different 
roducts. Instead of giving all their business 
to one or a handful of banks, sophisticated 
corporate treasurers now auction individual 
jobs (eg, cash management or cheque collec- 
tion) to the cheapest provider. By playing 
banks off against each other, companies like 
GEC and Trafalgar House have made a name 
stute bargain-hunters. — 

< Too flighty an attitude can backfire. Im- 
oved management accounting systems 
> banks a much better idea of the cost of 
"icing an account. One that does not pay 
be quickly ditched, Barclays Bank sup- 
d the Metsun consortium's (abortive) 
or Britain's General Electric (GEC) even 
zh the target held millions of pounds 
eposit with it. Barclays reckoned that 
sey, another of its customers and part of 
consortium, was a better client than the 
atetic GEC. 

Expect more such dilemmas for the big 
ish banks as the squeeze on margins in 
bread-and-butter lending business 
s the fat feesto be won by their invest- 













































attractive. Royal Bank of Scotland 
was recently criticised for backing a 
billion: ($2.7. billion) hostile bid 
ched: by. one-of its customers, Austra- 
ia's Elders XL, for another of clients, Scot- 
h & Newcastle Breweries. 

o The bank denies that it is only too will- 
g to desert customers. Unless the predator 
iso has a relationship with. it, says RBS, it 
will not consider backing a bid for a corpo- 
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"Close relationships have also been un- 


ent banking offshoots in M&A deals all the - 























rate customer. It professes to 
treat all customers equally. But 
those that give it the most 
business are treated more 
equally than others. After all, 
banks have responsibilities to 
their shareholders as well as to customers. 
Further down the corporate scale, mid- 
dling British companies are still loyal to the 
bankers they know. But this may change; a 
battle for the middle market has begun. Jap- 
anese banks like Sumitomo and Fuji Bank 
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Bank of America 


_ bring their low capital ratios up to new inter- 
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doing at home. With the need to 








national standards, Japan's big banks can no 
longet afford anywhere to indulge in wafer- 
thin margins to steal blue-chip corporate 


business away from other banks. Instead, 
they have to concentrate on profitability. 


deep 








Medium-sized companies offer the prospect 


the top 200. © s 
lo break into this market, 
‘Sumitomo has opened an office in 
Birmingham and Fuji one in Man- 
chester. British banks are preparing 
to defend their patch. Midland 
Dank stressed its commitment to 
Britain's industrial heartland by 
holding its latest annual meeting in 


Sheffield. Barclays established 325 


of better margins than those to be had from 





Robin Leigh-Pemberton, the Bank's gover- 
nor, recently warned companies that if they - 
shop around they cannot expect loyalty : 
from their bankers. | 


From bust to bounce-back 


SAN FRANCISCO 


WO years ago Bank of America (BA) was 

on its way to the knacker's yard. Loan 
losses were wearing out its capital; top exec- 
utives were leaving; and it faced a hostile 
takeover bid. Since then, America's third 
largest commercial bank has staged such a 
strong recovery that it is now hard to find a 
Wall Street bank analyst who is not con- 
vinced that the turnaround is for real. 

The trigger for the change came in Oc- 
tober 1986 when a Los Angeles rival, First 
Interstate, launched a close-run $3.4 billion 
bid. That jolted San Francisco's BA into 
reorganising its business after a decade of di- 
Sasters. - | Ax 

The turnaround has been led by Mr 
Tom Clausen, the bank's former chairman 
of the 1970s. He returned (controversially, 
after an uneasy five-year term as president of 
the World Bank) at the board's request to 
beat off First Interstate's bid. Mr Clausen 
had been blamed, with some justification, 
for the policy of asset growth at any cost 
which resulted in a spray of red ink under 
his successor, Mr Samuel Armacost. Be- 
tween 1985 and 1987 BA lost $1.8 billion. - 

^ Ruling autocratically, Mr Clausen had 
surrounded himself with yes-men. Allowed a 
second stab, and with the bank's indepen- 
dent survival at risk, he adopted a different 
policy, of being a figurehead. He played a 


prominent part in restoring shattered mo- 


Clausen's return, BA tho 


rale and popularising the cause of the fight 
against First Interstate, whose bid he took as- 
a personal affront. | ? 
However, the key to BA's turnaround - 
lies with the four vice-chairmen below Mr 
Clausen. They are Mr Dick Rosenberg, 
head of the key Californian banking opera- 
tions and strongly tipped as Mr Clausen's 
successor; Mr Frank Newman, chief fina 
cial officer; Mr Lewis Coleman, head © 
ternational; and Mr Glenhall Taylor, hea 
of credit. All four learnt their banking at- 
Wells. Fargo, San Francisco's next biggest 
bank and the big success story of Califor- 
nian and Ámerican banking in recent years. 
Wells is the only American bank with more 
than $40 billion in assets that regularly 
makes a 2096 return on its capital each year. 
The four Wells alumni have so trans- 
formed BA that Mr Donald Crowley, a bank 
analyst at Keefe, Bruyette & Woods who 
himself spent eight years at the bank, says - 
that the place is now a far better managed 
institution than it was even in its heyday. 
That was in 1977 when, under Mr Clausen, 
it briefly overtook’ Citibank as America’s 
biggest bank both in assets and profit. | 
_ Better managed it may be. But BA is to- 
day a smaller bank with more modest ambi- 
tions. The number of employees is down 
from 86,000 at the peak to 54,000. Until Mr 
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California and a succession of credit 







ank believed it was different from its rivals. 
t was only worse. Between 1983 and 1987 
t loan charge-offs totalled $5.5 billion. 
That complacency has now gone, along 
th layers of middle management which 
wed in it. Mr Clausen, aged 66 and 
ngly with no plans for retirement, rep- 
sents the link with the glorious past. But 
; ex Wells Fargo lieutenants are modern 
hnocrats. Owning lots of options, they 
ve both a job to do and a per- 
yal stake in the bank's revival. 
veir strategy has been 
ghtforward. First, the bank 
nesses which were con- 
d peripheral, including its 
| subsidiary and Charles 

, a discount brokerage. 
it pruned its. interna- 
_ activities hard, cutting 
some 11,000 jobs. Third, it re- 

ated to its Californian stronghold to con- 

trate on its strengths, such as lending to 
lividuals and medium-sized companies. 
urth, and most important, it pared costs 
hlessly and got shot of its potentially 
rst loans. 
These were all smart, if obvious, things 
to do. What Mr Clausen and his lieutenants 
could not count on in 1986 was the contin- 
ued strength of the economy. This is where 
good luck played a part. America's economy 
has continued to grow, and California's 
n faster. That gave BA breathing space. 
Despite a still menacing exposure to third- 
orld debt of $9 billion—against which it 
as provisions of only $3 billion—the bank 
w hopes it is on the way back. 

[he company reported record fourth- 
arter 1988 earnings of $265m. In total 
88's net profit was $726m. That repre- 
ted a healthy 2096 return on capital. The 
ik used the occasion to announce its first 

idend since the fourth quarter of 1985. 
hat was of more than symbolic impor- 
ince. Individual investors own 7096 of the 
ank's equity. They have stayed astonish- 
gly loyal throughout the many upsets. 
The recovery can be measured in other 
s. Credit quality has improved. Non-per- 

ing property loans declined from 
949m at the end of 1987 to $542m at the 
-of 1988. This is when other leading 
erican banks have been reporting in- 
eases in non-performing property loans. 
ise, commercial, industrial and agri- 
I non-accruals dropped from $716m 
over the same period. — 























































“The margins earned by the bank also 


ave improved, thanks to a better asset mix, 
fewer problem loans and more equity capi- 


Xoblems indicating poor managment, the 
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tal. Net interest margin (ie, net interest in- 
come divided by earning assets) climbed 
from 3.1696 at the beginning of 1987 to 
4.21% at the end of 1988. Another way of 
measuring the bank’s greater efficiency is 
overhead costs as a percentage of revenue. 
This peaked at 83.6% halfway through 1987 
and has sinced declined to 69.8%. 

There is more room for improvement. 
The bank’s three main rivals in California— 
Wells Fargo, First Interstate and Security Pa- 
cific—have comparable efficiency ratios of 
54.2%, 65% and 65.7% respectively. Every 
one-point decline in BA’s costs adds another 
$50m to pre-tax profit. In another sign, the 
bank has raised enough capital to meet the 
1992 risk-based capital-adequacy guidelines. 
At the end of 1988 its total risk-based capi- 
tal ratio, as measured by the new rules, 
reached 8.12%. The minimum is 8%. Mak- 
ing fresh reserves against third-world debt 
might push the bank back below it. 

Bald numbers aside, the reason for BA's 
recovery—and for the attempt by First In- 


terstate's chairman, Mr Joe Pinola (another - 


former BA employee) to buy it—is the 
strength of its branches in California, 
America’s foremost retail-banking market. 
The state accounts for 1296 of America's 
GNP. BA has a 30-3596 share of its banking 
market. 

Mr Rosenberg reckons BA lost over five 
percentage points of market share during its 
problem years. The marvel is that it was not 
more, given the bad publicity. In fact it was 
the loyalty of most of its depositors which 


: . kept BA going. If the bank had relied on pur- 
‘chased funds like Continental Illinois in 


Chicago or (to a lesser extent) First Republic 
in Texas, it would long ago have become a 


« "market When Ca 


loyalty to BA in California has therefore 


ver (7.25%) and Chemical Bank (7.47%) are 





r one of the most lu- 
merican banking. Be- 
1096 share of the 
terstate banking in January 1991, it will be 
hard for newcomers to get a decent share 
save by buying one of the bi 






























There is another plus. Few bank deposi- 
tors bother to switch banks. s gives the 
big four Californian banks cheaper funding 


than their competitors from other states. 
None of them wants to rock the market. by. 
bidding aggressively for deposits. Conse- 
quently, the average rate paid by a Califor- 
nian bank for a money-market deposit is 
5.5%, compared with 6.4% nationally and 
7.4% in New York. That means BA pays 
nearly two percentage points less than does 
a New York money-centre bank for the bulk 
of its deposits. B 
Depositor inertia tinged with ingraint 





been crucial to the bank's recovery. Mr Ro- 
senberg says that even during the darkest 
days BA was still liquid, selling more than $3 
billion a day of money to the federal-funds 
market. The Californian branch system gen- 
erates more than $40 billion in branch de- 
posits. Yet between 1982 and July 1987 Ba 
closed more checking accounts than it 
opened. Since then the trend has reversed. 
In 1988 it gained a net 75,000 accounts. 

Mr Coleman, as head of international, 
has concentrated on focusing the bank's for- 
eign businesses. He has cut the number of 
foreign outposts to 42; in 1980 the bank had 
a luxuriant 400 offices in 94 countries. 

The new international strategy is to be 
where the bank thinks it has an edge. It reck- 
ons that one of its strengths is as the leading 
West Coast bank (it also owns Seattle-based 
Seafirst, Washington state's biggest bank). 
So BA aims to be a main player on the mud 
touted Pacific rim. lt wants to advise Ja 
nese on buying Californian companies or to 
handle trade finance with Asia. 

Where management has control of its 
destiny BA is generally doing the right 
things. However, it has little control over 
third-world debt, where it is still far too ex- 
posed for comfort. Mark its third-world 
debt to market and the bank's entire com- 
mon equity would be needed to plug the 
consequent gap in its balance sheet. 

This is why the balance sheet remains 
fragile despite the earnings recovery. Of 
America's top 50 banks, BA is 48th mea- 
sured by the ratio of common equity to as- 
sets (its ratio is 3.6196); and 48th by the 
(high) ratio of non-performing assets to 
loans (6.2996). Only Manufacturers Hano- 














worse. BA still has work to do before it is 


clear of a decade of mismanagement. 








THE ECONOMIST APRIL 4 1989 - 









“HE nuclear power of the stars brought 
. down to earth in a more-or-less everyday 
test-tube would make a good April fool’s 
joke. Do not be deceived by the date. Dr 
: epe Pot s and Dr Martin Fleischmann, 
5 rould-be Prometheuses working at the 
*rsity of Utah, held a press conference 
sk to claim that they had a simple way 
rning hydrogen into helium in a nu- 
ear fusion reaction. Many of their col- 
leagues take them seriously, but at the same 
time remain heavily sceptical. 

The accepted dogma is that light atomic 
nuclei only fuse to form heavier ones when 
they collide extremely hard—as they do in 
the hearts of stars and H-bombs. Until now 
efforts to harness the energy from fusion 
have concentrated on containing such ex- 
treme violence, with magnetic fields or laser 
beams. The mysterious process uncovered 
in Utah, if real, could halt those multi- 
billion dollar programmes in their tracks. 
Fusion's perennial promise of cheap and un- 
limited power is rearing its head. Again. 
The gadget involved is a glass container 
filled with heavy water. Heavy water con- 
tains a type of hydrogen called deuterium, 
which has one proton and one neutron ín 
each of its nuclei, rather than the single pro- 
.ton found in run-of-the-mill hydrogen. 
eidunked in this beaker are two electrodes, 
ie made of platinum, the other of palla- 
m. When an electric current ís passed be- 
-tween them, the deuterium leaves the heavy 
water and is. pulled to the palladium elec- 
trode, where it is absorbed into the metal. 

- There is nothing new in that; it is a pro- 
cess called electrolysis that chemists have 
|. used for nearly two centuries. The novelty is 
< that Dr Pons and Dr Fleischmann's experi- 
ment gives off a lot of heat. One experiment 
«burnt a 4-inch hole in the laboratory floor. 

This heat could not have come from normal 
tical electrolysis, but it may be gener- 
ed within the atoms themselves—from the 
sion deuterium nuclei. Their suspicions 
:epened when they detected gamma radia- 
` ton, neutrons, and a third kind of hydrogen 
called tritium: all evidence for deuterium 
a fusion. x 
oe dra Beyer chemistry student came up 
idi such claims he would be sent home to 
re-read his elementary physics books. But 
Dr Pons and Dr Fleischmann have weighty 



































/ou want to be a star 





reputations. Their claim to have overcome 
the strong repulsion between nuclei with the 
weak forces of electrolysis is now under scru- 
tiny in laboratories across the world. Ac- 
cording to Dr Fleischmann it will take 
months to repeat his experiments. Until 
then, theoretical fancy can have its day. 


. Palladium has a keen appetite for loose ' 


hydrogen nuclei; the spaces between its at- 
oms, and the disposition of its electrons al- 
low the hydrogen to slip ín smoothly. But 





can neighbouring deuterium nuclei, en- 


sconced in palladium, contrive to join to- 
gether? The nuclei both have positive elec- 


tric charges, so they repel each other. It is as. 


if there were.a barrier between them. Break- 
ing down this barrier is normally believed to 
involve lots of energy. But a quirk of quan- 
tum mechanics allows particles, on occa- 
sion, to burrow through such barriers. — — 
This propensity, ca led quantum tunnel- 

ling, is exploited in another technique for 
promoting fusion at low temperatures 
—muon catalysed fusion. A particle called a 
muon is used to hold deuterium and tritium 
nuclei close together. Tunnelling can then 
make them fuse. Unfortunately, without 
$100m-worth of particle accelerator to make 


rent through the gc ies d d : 


needed to push deuterium into 


© sion at Brigham Young University, : 


ment to publish his results at th 
as Dr Fleischmann and Dr Pon 


‘Society this May. The other t 


have gone public earlier bec 









the muons, this approach is st 
with the right hardware, it has 
duce more energy than it consi 
It is hard to believe tha 
of palladium atoms is cat 
the same way that muons do. 1 
nelling normally works on sc 
the diameter of a nucleus—hu 
times smaller than the separation 
rium nuclei in palladium. If quat 
nelling was indeed working in the 
dium, then fusion would he expected. 
occur between the two deuteriutr 
that are joined e in a deute 
ecule (since these are closer than 
rium in palladium). It does not. 
Perhaps, though, two deutet 
are squeezing into some of the sp 
framework. That would hold them 
close together for what are lengthy. 
the quantum world, giving the 
nuclei plenty of opportunity to: 
seems unlikely, but not utterly 
If that were the case, one might exp 
the experiment to be fairly easy. Pur 
piece of paltadiurn full af deu rium 


















































ability, a and her proper caution, 
struggle with the process for about five 
before unveiling it. Physicists wh 
with solid materials—such as 
palladium—are unused to such fickle 
To chemists who are used to working 
electrolytic solutions, it would come as. 
surprise. Some scientists take that as e 
dence for fusion taking place, not in 
palladium electrode, but at its surface 
Instead of using a standard acid or 
to facilitate the passage of the elect 























of purities a in its sa t5, 





dium electrode in such a way 
takes place. That might expl 
tists who spend their time find 
cram hydrogen into palladium 
methods have not yet come acro 

Dr Steven Jones, an expert in m 


Utah, has been working on som 
snar and claims to have had ai 








will do:so in front of the Amer 


afraid of a leak to the press. 
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p Ts are upset Am ded impropriety. 
4 "i their reactor really works, and their 
patent lawyers are good, then the two scien- 
tists, who spent $100,000 of their own 
oney on the research, and their university 
_ may become phenomenally rich. But even if 
other scientists are satisfied, the engineers 
will have questions. How long can the reac- 
~ tors last? Will they be economic? Will che ef- 
fect scale up? What damage does fusion do 
the palladium? Unlimited energy is still a 
2 long way off. 




































Skulls 
|n two minds 
HE playwright John Webster, according 


i to T.S. Eliot, was "much obsessed by 
‘death, and saw the skull beneath the skin”. 
- But what did he see beneath the skull? Prob- 
-ably not much, unlike a group of scientists 
_ known as paleoneurologists. Unfortunately, 
- When two paleoneurologists look at a skull 
“they tend to see different things. 
— — One controversy concerns the grooves 
- on the fossilised skulls of australopithecine 
hominids (those found in Africa from about 
2m years ago). Some claim that the grooves 
: rese ble those of modern man, others that 
they are similar to those found in chimpan- 
. The first. view suggests that brains 
organised like modern man’s evolved rela- 
o early. A more disputed corollary is 
t such organisation not only marks, but 
also may have contributed to, man's intel- 
| 3 EM development. 
— — Although brains are not normally pre- 
- Served, they leave impressions etched on the 
in ner surface of the cranium. Such impres- 
sions can be examined using casts of the cra- 
known as endocasts. Analysis of 
endocasts is hampered because the detail on 
them is often poor and the skulls are often 
‘incomplete. Consider a small crescent- 
‘shaped groove, the lunate sul- 
cus, found in a series of austra- 
lopithecine endocasts. This 
roughly marks the front 
bc idary between the brain's 
-association cortex and its vi- 
‘sual cortex. The former is pro- 
Bortionately larger in modern 
if than in chimpanzees, 
E ihich means that his lunate 
- sulcus is farther back. Accord- 
_ ing to neurophysiological evi- 
dence, the association cortex is 
used for many complicated 
problem-solving and higher 
. cognitive tasks. This suggests 
that a lunate sulcus farther 
back may indicate raininess in 
+ fossil hominids. 

In 1979 Dr Dean Falk, 
- now at the State University of 


86 
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iia York a “Albany, and Dr Ralph 
Holloway, now at Columbia University in 
New York, crossed swords over the position 
of the lunate sulcus in an Australopithecus 
africanus skull found in Taung in South Af- 
rica. Dr Holloway thinks it was quite far 
back and human-like. Similar disagreement 
followed their examinations of endocasts of 
3.2m-year-old A. afarensis skulls from 
Hadar in Ethiopia, and particularly over the 
location of the lunate sulcus in an incom- 
plete skull of a fellow known as Hadar homi- 
nid AL162-28. 

Dr Holloway claimed that what Dr Falk 
thought was the lunate sulcus was in fact a 
joint called the lambdoid suture. Dr Falk 
vigorously defended her conclusion. By the 
late 1980s she noted that since neither she 
nor Dr Holloway was likely to relent, it was 
time for others to examine the evidence. So 
far nobody has felt inclined to take up the 
challenge. 

If Dr Holloway is right, the association 
cortices of the earliest known australo- 
pithecines, with brains the size of a chim- 
panzee's, were already getting bigger. Size is 
not everything: the extent to which brain 
size and brain organisation have determined 
the evolution of brain power is a vexed ques- 
tion. The lack of information on how—or 
even if—the features that are visible in 
endocasts relate to cognitive capacity is an 
added complication. 

To clarify the situation, it is worth look- 
ing at fossil artefacts, especially tools. Stone 
tools made to a standard pattern first appear 
around 2m years ago; by l.5m years ago 
their construction strongly suggests that 
their makers, Homo sapiens, were cleverer 
than modern chimpanzees. The tools sug- 
gest some refinement of the brain centres 
that control manipulative skills, and also the 
development of some degree of planning 
and foresight—which would have been 
needed both for their manufacture and for 
their use. An enlarged association cortex 
would probably be needed for this. 

Yet the tools come some 
lm years later than Dr 
Holloway's views would sug- 
gest. So maybe Dr Falk is right 


and the lunate sulcus moved 


— EX e. E = 


‘back more recently. On the oder tani 





tool-making may be a rather sophisticated 
business, involving additional reorgan- 
isations of the brain, or an increase in brain 
size. Perhaps the Hadar hominids used their 
small, reorganised brains for some tricky 
task such as learning to walk upright. Star- 
ing at skulls cannot yet answer the question. 
The australopithecine endocasts remain as 
intriguing as ever—at least to the hominids 
whose large association cortexes allow them 
to puzzle over such things. 





Lightning 


Flash cordon 


VERY day the earth echoes with the 

sound of some 44,000 thunderstorms 
and recoils from about 8m flashes of light- 
ning. For an instant, one lightning bolt c 
generate enough electricity to power 100 
light bulbs. But in fact lightning is more 
likely to turn bulbs off than on. The biggest 
headache it causes, especially in countries 
like America with big electric-power supply 
networks, is the damage it does to transmis- 
sion equipment. 

It is not only overhead transmission 
lines, which criss-cross some 600,000 miles 
of America, that are affected. Strikes close 
to buried cables can wreak havoc, too. In- 
deed, direct hits are exceptional: damage 
usually comes from near-misses. Lightning 
can produce electromagnetic fields at 
ground level of 100-200 volts per metre over 
large areas. These can trigger power surges 
of several thousand volts in transmission 
lines, wrecking solid-state electronics, com- 
munications equipment and toasters. 

Lightning causes up to a third of all the 
power cuts in some eastern American states; 
in parts of west-central Florida the figure j 
higher still. In Britain, North Wales is X. 
main trouble spot. But predicting the next 
bolt of lightning—or pinpointing an unseen 
strike in order to assess damage—is tricky. 


The electrical frequency of each discharge 


varies enormously, from as much as a billion 
hertz (cycles per second) to a mere handful. 
And while electromagnetic sensors (a so- 
phisticated sort of earthed antenna) can eas- 
ily pick up the strong fields produced by 
lightning, this vast frequency-range means 
that plenty of them are needed. 

America will soon have a Lightning De- 
tection Network (LDN) that will provide an 
early-warning system for lightning that 
strikes earth. By mid-April the LDN, which is 
mostly financed by the Electric Power Re- 
search Institute in Palo Alto, California, will 
have about 125 sensors scattered around the 
country, each with a range of 300 miles. 
Linked by satellite, the sensors will feed data 
to computers at the State University of New 
York at Albany. Some 35m lightning flashes 


THE ECONOMIST APRIL 1 1989 - 





Er - 
! 





have been recorded since the first sensor 
went into operation seven years ago. 

The LDN's scientists are building a 
database that will let them predict the fre- 
quency, severity and location of lightning 
strikes throughout America. It will be a long 
job: the natural cycle of lightning activity is 
thought to be about 11 years. (One of the 
network's jobs is to find out if this is linked 
to the 11-year sunspot cycle.) The LDN has 
already produced accurate contour maps of 
lightning activity for many areas in eastern 
seaboard states, and is helping utilities to 
pinpoint storms and put their repair teams 
in the right places. If utilities know which 
areas are at the worst risk of strikes, they can 
improve the protection for all transmission 
equipment in the vicinity. 

NASA was one of the founders of the LDN 
work. Its interest is understandable: Apollo 
12's electrical system was temporarily dis- 
abled by lightning after its launch in 1969; 
in 1987 a flash destroyed an Atlas-Centaur 

ket; and the space shuttle has had some 
near misses. A rocket launch can trigger 
lightning from storms up to 30 miles away, 
with dire consequences. 

By the mid-1990s NASA hopes to have a 








satellite-based system it calls the "lightning 
mapper sensor’ (LMS) up and running. Un- 
like ground-based sensors, the Lms will be 
able to detect the 50-7596 of lightning bolts 
that flash from cloud to cloud (or within 
clouds) rather than from cloud to ground 
(or ground to cloud—lightning flows both 


The trials of being a doctor 


OCTORS need patients as much as 
patients need doctors. Animals and 
test-tubes have their uses, but new treat- 
ments for people must eventually be tried 
out on the real thing. That is what 
randomised clinical trials are for. Within a 
group of patients, a sub-group is picked at 
random to receive the new 
treatment. The rest get other 
treatments, or none. The ef- 
fectiveness of the therapies 
can then be compared. Re- 
searchers are always short of 
human guinea-pigs. Accord- 
ing to Dr Mace Rothenberg 
of the us National Cancer 
Institute (NCI), this means 
that the introduction of new 
therapies is often delayed by 
years. 
A year ago the NCI began 
a campaign to get more pa- 
tients to take part in its tri- 
als. That boosted participa- 
tion by 1096. The problem, according to 
Dr Rothenberg, is convincing doctors to 
enlist their patients. Dr Kathryn Taylor of 
the University of Toronto questioned 
hundreds of doctors around the world to 
see why some are reluctant to provide ex- 
periment-fodder. Her results suggest that 
doctors have two opposing philosophies. 
Each doctor was placed on a spectrum 
that ranges from pure therapist (some- 
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body who looks after patients and gives 
confidential advice) to pure experimenter 
(who does research and shares results with 
colleagues). Several areas of disagreement 
stuck out: 

e Do doctors owe allegiance to their own 
patients or to future generations? 8396 of 
the doctors said their pri- 
mary allegiance lay with the 
patient; their role was to rec- 
ommend therapies, not try 
out unproven ones. 

e If doctors are uncertain 
about which treatment is 
best, are they facing a chal- 
lenge to their expertise (81% 
thought so), or an opportu- 
nity for a clinical study, and 
thus a definitive answer (as 
the rest thought) Two- 
thirds of doctors preferred 
clinical experience to pub- 
lished research as a guide to 
treatment. 

The "therapists" resented pooling 
data and releasing patient information, as 
required by a top-notch clinical trial: 7196 
of all the doctors said some of their rela- 
tionships with patients had been irrepara- 
bly damaged by involvement in trials. Dr 
Taylor concludes that randomised clinical 
trials are antithetical to the training of 
most doctors. 

Dr Richard Margolese of the National 
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ways). NASA reckons that the LMs will pro- 
vide a comprehensive picture of the world's 
thunderstorms and reveal its seasonal and 
geographical patterns. It may also give 
NASA's spacecraft a better chance of not 
striking unlucky. 
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Cancer Institute of Canada points out 
that when some patients receive the stan- 
dard treatment. and others get what are 
hoped to be promising variations, some of 
them will be getting tomorrow's therapies 
early. As an example of how such experi- 
ments have helped cancer treatment, he 
cites a 1971-84 study, involving 3,000 can- 
cer victims, which showed that the recur- 
rence of cancer in women with breast tu- 
mours is no less frequent after radical 
mastectomy (removal of the entire breast 


. and underlying chest muscle) than after 


lumpectomy (removal of only the tumour) 
followed by radiation therapy. Dr 
Margolese believes that with more partici- 
pants the study could have been come 
pleted in three years instead of 13. 

An understanding of why many doc- 
tors feel uneasy taking part in randomised 
clinical trials should make it easier to con- 
vince them that such trials are the only 
way to advance medicine. It should also be 
possible to pick out the experimenters, 
who are most willing to participate dili- 
gently in a trial. This could save the 
money that is currently wasted on trials 
which are not completed or yield unreli- 
able data. Dr Taylor notes that several 
universities have considered offering a re- 
search-only training to some medical stu- 
dents. Attempts to divide medical stu- 
dents into researchers and therapists may 
prove to be a bad idea if they continue to 
polarise the profession, and thus delay the 
introduction of new drugs and new 





techniques. 
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Upgrading labour | market infor- [|| your copynow! $ 
| mation in developing countries: || | World Economic Outlook B 
| Problems, progress and | | - 1989 


prospects d ` e 
y L. Richter | | | The World Economic Outlook, pub-.. 
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BOOKS AND ARTS 


Dressing old words new 


THE OXFORD ENGLISH DICTIONARY. Second edition; 20 volumes. Prepared by J.A. Simpson 
and E.S.C. Weiner. Oxford University Press; 21,728 pages; £1,500 and $2,500 


HIS second edition of the OED is dedi- 

cated to Queen Elizabeth. The first edi- 
tion was dedicated, halfway through its com- 
pilation, to Queen Victoria, and on 
completion to George V. The greatest his- 

rical dictionary in English or any other 
D... the OED is something of an histori- 
cal institution itself. 

The book was conceived in 1857, 
though official compilation (under 
the editorship of James Murray, a 
Scottish lexicographer) began only in 
1879. This was expected to take ten 
years to finish. It took 49 years, 
subsidising itself by part-publication 
and universal indulgence; and instead 
of the stipulated 6,400 pages, the dic- 
tionary eventually covered nearly 
15,500. When the main Supplement 
to the OED got under way in 1957, the 
projected figures were seven years and 
a single volume of 1,275 pages. The 
actual figures turned out to be 29 
years and four staggered volumes to- 
talling some 5,700 pages. 

For the next phase of the OED’s 
evolution, therefore, there was a tra- 
dition to live up to. When planning 

gan in early 1982, the projections 

ust have been something along the 
lines of 20 volumes and seven vears. 
Exactly seven years later, the second 
edition of the OED is published in 20 
volumes. What went wrong? 

The obvious culprit is the Spirit 
of the Age: in the New Britain of the 
1980s, the new OED has had to watch 
the clock and its coffer conscien- 
tiously (duties made easier, admittedly, by a 
grant from the Department of Trade and In- 
dustry). Another reason for the unseemly ef- 
ficiency and punctuality of the project is 
computerisation, both of production and 
even of editorial work. The third reason is 
the most surprising—the extremely limited 
and uncomplicated aims of the project, de- 
spite its size. 

The dimensions of the dictionary are 
awe-inspiring. About 120 man-years of re- 
keyboarding in Florida and Pennsylvania; 
60 man-years of proofreading; unspecified 
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ages of computer-time in writing the merg- 
ing and parsing programs. The 20 volumes 
contain 59m words of text, including nearly 
600,000 cross-references and 2!2m quota- 
tions. The longest main entry, for the word 
set, is the length of a short novel. 

The new edition is essentially an inte- 
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Would Murray know where he was? 


grated version of the original OED and the 
four-part Supplement; so it retains the vir- 
tues of these momentous works, and is now 
the definitive treasure-house of linguistic 
history. A quick check confirms, for in- 
stance, that for Chaucer the word girl could 
refer to a young person of either sex, and 
worm to any crawling insect or reptile. In its 
monitoring of a new word's first appear- 
ance, or an old word's changing sense or 
tone, the dictionary also provides a chroni- 
cle of cultural development. The pejorative 
overtones of appeasement surfaced, sure 


enough, in 1938; the term apolitical is first 
attested in 1952 (in Mary McCarthy's 
"Groves of Academe"); self-service first ap- 
peared in print in 1919, underachiever in 
1953, sexist and street-wise in 1965. 

The new OED boasts of a certain amount 
of upgrading and updating. Pronunciations 
are now converted into the International 
Phonetic Alphaber, and the text is displayed 
in a somewhat less cluttered and forbidding 
layout than in the first edition. Around 
5,000 new entries or definitions supplement 
those of the Supplement. Star wars, having 
missed the deadline for the final volume of 
the Supplement in 1986, now duly makes its 
appearance. Perestroika, consciousness-rais- 
ing and BvoB (bring your own beer, booze, 
bottle etc) are on display for the first time. 
So too are the verb access (alas), the 
extraterrestrial sense of alien, and the 
sense of bondage as a sexual perver- 
sion. The c-word and the r-word, 
conspicuously omitted from the first 
edition, were dutifully presented in 
the Supplement and are repeated 
here, though the words c-word and F- 
word themselves have yet to find a 
place. 

At a detailed updating, however, 
only the sketchiest efforts have been 
made. Temporarily and necessarily at 
last provide for an optional third-syl- 
lable stress, but applicable, despica- 
ble, formidable, harass and hospita- 
ble remain unrevised, countenancing 
only a single stress, on the first sylla- 
ble. The definition of collision has 
been updated: it is no longer just 
"esp. of railway trains or ships", but 
now "esp. of railway trains, ships, mo- 
tor vehicles, aircraft, etc." But the 
general terminology remains unmod- 
ernised: an amoeba is still "a micro- 
scopic animalcule (class Protozoa) 
consisting of a single cell of gelatinous 
sarcode . . .” 

A truly up-to-date edition of the 
OED, in other words, lies in the future. 
The editors acknowledge this: in the 
next phase, they will be searching and weed- 
ing out all the subtle anachronisms and tiny 
inconsistencies, expanding the coverage of 
American and Commonwealth usage, and 
so on. But that modernised work will proba- 
bly never appear in book form. It will be ex- 
clusively an electronic publication, available 
as an individual optical disk or through an 
on-line subscription hook-up to Oxford 
University Press's computers. A wonder- 
fully versatile research tool, no doubt; but 
not a book. 
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1914 prefigured 


- THE WAR or THE RISING SUN AND THE 
_ TUMBLING Bear. By Richard Connaughton. 
. Routledge; 300 pages; £27.50 and $49.95 


HE Russians drifted into war with Japan 
in 1904 as much by insouciance as in- 
tent. "There will be no war", the Tsar wrote 
= to the Kaiser, "because | do not wish it." 
= The Japanese, who saw what they consid- 
. ered their vital interests in North China and 
-. Korea threatened, thought otherwise. In a 
ee tempo strike in February 1904, Togo's 
y» 


s / 


fleet temporarily immobilised the Russians 
in the naval base at Port Arthur. At the 
_ Same time a Japanese army landed in Korea, 
. drove north, and threw its opponents back 
. over the Yalu into Manchuria. 
- Wrong-footed, the Russians never re- 
E the strategic initiative. In the field, 
and Richard Connaughton is excellent 
here, they fought with their traditional stoic 
- courage. But they were wretchedly led. As 
the author emphasises, Russian military 
thinking, with its faith in numbers and cold 
steel, was way out of date in a war which of- 
_ ten prefigured that of 1914-18. So was their 


_ Fun and physics 


O THE public, Richard Feynman was 
the man who discovered that frigid o- 
rings had caused the Challenger disaster. 
To his colleagues, he was one of the best 
theoretical physicists of the past half-cen- 
tury. He was also arguably the most influ- 
| ential and almost certainly the most flam- 
boyant. Physicists have Feynman stories 
| -as actors have Gielgud stories. When a set 
|| of such stories was collected in "Surely 
|| You're Joking, Mr Feynman!", the book 
|| was a surprising success. 

Now, after Feynman’s death last year, 
.| comes a second book, “WHat Do You 
| Care WHAT OTHER People Tumk?", 
. Like the first, it is a collection of edited 
transcripts of stories told by Feynman to 
. his friend Ralph Leighton, with whom he 
used to play the bongos. Mr Feynman was 
| revealed in the first book as a clever chap, 
|| asafe-cracker, an artist, a decipherer of hi- 
| eroglyphs, a samba-band percussionist 
| and a pricker of the pretentious. The sec- 
|| end, too, shows his unbounded curiosity 
- || about everything: his discovery, for exam- 
| ple, that houses of ill-repute will have va- 
. cant rooms when every hotel in town is 
booked, or. his determination to master 

: | the ability to count while reading. 
> | Most of the book, however, is more se- 
| rious in tone. Almost half of it is taken up 
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officers was 70, and most had not seen active 
service since the campaign against Turkey a 
generation before. To inexperience can be 
added incompetence, and an almost total 
lack of initiative. 

Not that their commander, Kuropatkin, 
gave them much chance. He was a thinking 
soldier (always a dangerous beast) but a fuss- 
ily interfering and increasingly cautious 
commander. He too had his hands tied. The 
Russian command structure was hopelessly 
confused, and at the end of the line was Pe- 
tersburg and the Tsar. Kuropatkin's best 
course, as he realised, would have been to 
retreat and wait for reinforcements. The 
politics of an increasingly shaky regime 
made this impossible. 

Reinforcements were the key to the situ- 
ation. The Japanese were fighting a week or 
so from their bases. The Russians in Man- 
churia were at the end of a 5,000-mile single- 
track railway. Yet by the winter of 1904 they 
were running 10 to 12 trains daily. This 
achievement terrified the British War Of- 
fice, which worried that what the Russians 
could do for Manchuria they might do for 
Afghanistan as well. 

As remarkable was the tormented odys- 
sey of the Baltic fleet. Colonel Conn- 
aughton does full justice to this tragi-comic 


with Feynman's work on the commission 
which investigated the Challenger disas- 
ter. This shows our hero battling the bu- 
reaucrats, slashing through the acronym- 
infested jungles of NASA with his ability to 
call a piece of soil-compatible personnel- 
adapted excavation equipment a spade. In 
doing so, it provides a look at the con- 





Feynman, scourge of NASA 
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Peace feelers were out, even before Tsu- 
shima. The Japanese had defeated, but 
could not hope to destroy, the Russian 
army: they were at the end of their human 
and financial resources. The peace was 
widely unpopular in Japan, but victory over 
a big European power had incalculable con- 
sequences. For their part, the Russians cut 
their losses, which shows what an aberration 
the war had been. Fear of the consequences 
war might have at home had made them 
wary of a forward foreign policy since the 
1880s. The abortive revolution of 1905 
showed how right that fear had been; 1917 
proved it beyond dispute. 

Much of the best history stems from 
serendipity, and Colonel Connaughton's 
remarkably lively and enjoyable account : 
built on a collection of contempora. 
sources bought at auction. But as a serving 
soldier he also has an expert's eye for the 
nuts and bolts of the subject, and an interest 
in logistical problems as well as tactical de- 
tails. Above all he understands war as Wolfe 
understood it, as "an option of difficulties". 
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straints under which such investigations 
take place, as well as an indictment of the 
way NASA goes about its business. 

Although that section—entitled "Mr 
Feynman goes to Washington"—pro- 
vides most of the meat of the book, the 
strongest pieces are the first two. In one, 
Feynman remembers how he was taught 
by his father: his surprise at finding that 
he could learn things his father did not 
know, and his sadness when he could not 
teach the things he had learnt to his fa- 
ther. In the other he tells of his love for his P. 
first wife, Arlene, who was already dying ~~ 
of tuberculosis when they married. It is a 
simple story, and in no way mawkish. 

A physicist colleague, Freeman Dyson, 
once gave a vivid description of Feynman 
bursting into a room to explain his latest 
brain-wave "with the most lavish sound | 
effects and waving about of the arms". His 
most valuable contribution to physics, Mr 
Dyson thought then, was as a “sustainer 
of morale". For the physics itself, readers 
should start with the February issue of 
Physics Today, which contains technical 
appreciations from friends and colleagues, 
as well as the ultimate accolade to a physi- 
cist: photographs of his last blackboard of 
equations. The less scientifically minded 
might start, and stay, with the story 
books. 





*Unwin Hyman; 255 pages; £11.95. Norton; $17.95. 
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American politics 


The old bow tie 


WINNERS AND LOSERS. By Paul Simon. Con- 
tinuum; 209 pages; $17.95 


REAT books have been written about 

‘American presidential campaigns. 
Theodore White (“The Making of the Presi- 
dent") perfected the art of telling in retro- 
spect what had really been going on behind 
the scenes. Hunter Thompson (“Fear and 
Loathing on the Campaign Trail") used a 
campaign as backdrop for his own brand of 
drug-crazed mockery. Joe McGinniss (“The 
Selling of the President”) unveiled the im- 
portance of television images and salesman- 
ship. Senator Paul Simon now reveals what 
the beast looks like from inside its belly: the 
candidate's view. 

Mr Simon's campaign went nowhere. 

rrowly beaten in lowa by Mr Richard 
Gephardt, he won only one primary, in his 
home state of Illinois, and was never even 
briefly the favourite for the Democratic 
nomination. That was partly because he 
would certainly have lost the general elec- 
tion. Old-fashioned in appearance and poli- 
tics, he became associated in voters' minds 
with bow ties (he always wears one) and his 
anachronistic plan to solve unemployment 
with public-works projects. But Mr Simon's 
approach to campaigning won him more 
friends than enemies. He rose above the 
worst of the mud-slinging, stuck earnestly to 
his issues and his accoutrements and fell in 
behind Michael Dukakis with a will when 
the time came. 

He must have a lot of tales to tell; but 
they are not in this book. He gives a decent, 
worthy and unprovocative account of the 
campaign's main features, issue by issue: but 

nly occasionally does the reader glimpse 
> view as he saw it. For example, when he 

reveals that Armand Hammer telephoned 
him urging him to drop out and support Al- 
bert Gore’s more promising candidacy just 
before the Illinois primary, Mr Simon 
merely says this "came perilously close to a 
technical violation of the law." 

Perhaps it is impossible, once you have 
run for president, ever to say anything again 
that is not carefully designed for minimum 
provocation. Perhaps humour, frankness 
and deviousness are extinguished from the 
soul forever. Mr Simon is only mildly an- 
noyed at the way the media treated him, 
their caricatures of his positions and their 
appetite for details of his personal life rather 
than his views. He notes ruefully that car- 
toonists favoured him because of his ear- 
lobes. Some of the tricks of his rivals irri- 
tated him; but not very much. The voters 
found Paul Simon a little boring; his book 
does not dispel the image. 
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Godfather-figure 


ORE than any film-maker except 
Steven Spielberg, Francis Ford 
Coppola has dominated American cin- 
ema for the past two decades. In “The 
Godfather” (1972), he directed what was 
then the most profitable film ever made; 
his Zoetrope studios gave other directors 
like George (“Star Wars’’) Lucas, Carroll 
Ballard and Caleb Deschanel their first 
breaks; he threw his weight behind the 
Japanese film "Kagemusha" so that 
Akira Kurosawa could work again after a 
five-year absence; and he organised the 
first American screenings of Abel 
Gance's restored silent masterpiece, 
"Napoleon". 

In CoProLA*— part biography, part 
critical study—Peter Cowie by and large 
does justice to a remarkable career. He 
| gets a few things wrong: “The Godfa- 
| ther" did not fail to win the Oscar for 
best picture in 1972 (it was Mr Coppola 
who missed out, as best director). But Mr 
Cowie has talked to the right people and 
produced a study that is frank about Mr 
Coppola's lack of commercial common 
sense. With advice from Mr Ballard, he is 
particularly good on why the Zoetrope 
experiment failed, leaving Mr Coppola 
close to bankruptcy; it collapsed because 
it was never run as the co-op it aspired to 
be. All Mr Coppola's protégés were com- 
peting with each other and some were 
not above stealing equipment. 

Surprisingly, it is on the analytical 
side that Mr Cowie falls down. His at- 
tempt to find a recurrent theme of family 
turmoil in all his hero's work may suc- 


ceed with "The Godfather"; but what of 
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Cardinal Newman 


A saint for Brum 


JoHN HENRY NEWMAN. By Ian Ker. Oxford 
University Press; 762 pages; £48 


HIS reviewer must, at the outset, de- 

clare an interest. He is fervently pro- 
Newman, as befits one educated at the 
Catholic public school Newman founded in 
1857, the Oratory. (The school was then 
and for some 67 vears afterwards at New- 
man's home base, Egbaston, which is still 
the home of the Birmingham Oratory.) The 
reviewer is also Irish, and bitterly resentful 
of the way his fellow-countrymen treated 
Newman in the early 1850s, making Ireland 
his one failure and, surprisingly, rendering 
him almost unknown there today. 

In much of the rest of the world, how- 
ever, and especially in the United States, 





Apocalypse Now or Family Feud? 


tion’’, or "Apocalypse Now"? 

Mr Coppola happened in “The God- 
father" upon a theme with far-reaching 
implications: the mafia as a paradigm of | 
capitalism, underpinned by rituals that | 
are an obscene parody of the Catholic | 
church. Yet he seems not to have realised | 
what a good film he was making. He dis- | 
missed it as a “hunk of trash”’, instead of 
which he wanted to make “art films”. It 
is a preference that has since led him to 
the inflated "Apocalypse Now" and the 

i 
] 


| 
“The Cotton Club", “The Conversa- | 
| 


pretentious expressionism of "Rumble 
Fish". Mr Coppola may have been a bet- 
ter film-maker when he did not know 
what he was doing. 


*Andre Deutsch; 270 pages; £15.95. To be pub- 
lished in America by Scribner's. 


Newman is all the rage. Elaborate arrange 
ments are already being made for the cente- 
nary of his death next year. He will almost 


certainly be canonised, and perhaps made a — 


Doctor of the Church. Since his death, his 


name and fame have grown progressively; it — 


is sometimes said that, even going as 


back as Luther, there has not been a more 


important religious figure. 


Newman, however, was more than a re- — 


ligious. He was a theologian, prolific in ser- 


mons and religious writing; a prodigious let 


ter-writer; an educationalist (with ideas for 
the whole field of education), a hymn-writer, 


like his friend and fellow-Oratorian Father — — 


Faber: a leader of the Oxford Movement; an | 


early ecumenist (probably to be rated as the 
founder of modern ecumenism), and a mas- 
ter of the English language. He was well 
ahead of his time in all his fields of interest, 
an advocate of tolerance and a seeker after 
unity, as Mr Ker makes abundantly and at- 
tractively clear. 
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. to survive Newman, merely so that he could 
. have full freedom to criticise him.) Newman 
. could be difficult, awkward, stubborn, lack- 
. ing in tact and downright rude; he often re- 
_ duced the sensitive Faber to tears. Faber was 
— busy with his own plans for the vast Bromp- 
ton Oratory “in a village called Brompton 
near London”; and Newman, despite his 
initial doubts about the project, interfered 
. in it continually, even from Birmingham. 
.. Mr Ker may be forgiven for not know- 
‘ing all the good Newman stories. Newman 
once remarked to Faber that the Irish hi- 
erarchy of the time were a lot of Popes, with 
. not a single Catholic amongst them. Little 
wonder that the "Popes" did not like him, 
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Wi liam Golding's apogée 
Water and fire 


$ A CREAKY superannuated British man 
"T A of war—the vessel of William Gol- 
ding's sea trilogy which begins with “Rites 
of Passage” and concludes with the just-pub- 
‘lis ed "Fire Down Below’’*—is on the last 
stretch of its voyage from England to the 
 antipodes. On board is a varied collection of 
_ passengers, immigrants and crew. The ship, 
‘in fact, is a microcosm of nineteenth-cen- 
_tury English society, and of a world. 
... Sea and wind have battered the ship. 
- More is still to come. But in a lull between 
one hazard and the next, Mr Prettiman, an 
idealistic radical social reformer, conjures a 
vision of the ideal society he wants to realise 
in the Australian interior. His interlocutor 
is Edmund Talbot, a young aristocrat and 
the story's narrator. "Imagine our caravan, 
. we, fire down below here—sparks of the Ab- 
solute—matching the fire up there—out 
_ there!" Mr Prettiman enthuses. 
.... Does that fire down below create or de- 
stroy? That question surfaces in one form or 
another throughout Mr Golding’s writing. 
The answer, always subtly suggested, is that 
it does both; such are the inherent ironies 
_and contradictions of the human condition. 
Mr Golding’s God is neither a judge nor an 
_ avenger, but a balancer of symmetry. 
= Mr Golding claims that, unlike many 
writers, he does not agonise over the act of 
writing. Agony attends the conceiving of a 
- book, which is like reaching down to great 
A ale to retrieve something. Once that is 
achieved, the writing progresses with facil- 
_ ity, perhaps because his plots are unclut- 
tered by props or digressions. Every turn of 
narrative contributes to the whole vi- 
. sion, which animates the characters and 





— Faber; 313 pages; £11.95. Farrar Straus Giroux: $17.95. 
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and after 1854 caused him to cease commut- 
ing between Dublin and Egbaston as rector 
of Ireland’s new Catholic University. Mr 
Ker is of the opinion that Newman failed in 
Ireland because he was too English and too 
clever. He is disliked in England, the author 
thinks, because the circumstances of his 
change “from home to Rome” are remem- 
bered there with distaste, even among some 
Catholics. Turncoats are rarely popular, al- 
though Oxford belatedly forgave Newman 
with honours and a fellowship. 

No book on Newman can aspire to 
match the collection of studies, articles and 
writings on the subject by the late Father 
Dassain of the Birmingham Oratory: a life- 
time's work, produced with immense stores 
of Newman material to hand. Mr Ker has, 
however, written a book that is excellent, 
timely, comprehensive and fair. 





A spark of the Absolute 


powers the action. In that sense, Mr Gol- 
ding belongs in a category of great “moral” 
novelists, together with Joseph Conrad and 
Herman Melville. 

As with them, the sea in much of Mr 
Golding's work is an awesome metaphor for 
the unknown, against which man is pitted to 
test his endurance, faith, or courage. But 
where Melville's allegory crashes against the 
consciousness with biblical sonority, Mr 
Golding’s prose, by contrast, is translucent 
and economical. In his writing, allegorical 
motifs are revealed fleetingly in the everyday 
and in the ordinary. He is at once a complex 
and a highly readable novelist. 

Asked which time of life he considers 
the "golden age", Mr Golding, who is 78, 
has replied that, contrary to convention, he 
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believes it is old age rather than youth. His 
exquisite sea trilogy will support the judg- 
ment, for it is without doubt Mr Golding's 
crowning literary achievement—a richer, 
more varied, and mellower masterpiece than 
"Lord of the Flies" which established him as 
one of the great writers of the time. 

"Fire Down Below", the concluding vol- 
ume, is the most astonishing of the three, 
not least because of its ostensibly dissonant 
ending. Young Edmund Talbot, who board- 
ed the ship in “Rites of Passage” too aware 
of his privileged social status, undergoes a 
cathartic change. He has witnessed the hu- 
miliation of Mr Colley, a fellow-passenger 
and a cleric, whose subsequent death im- 
parted two important lessons: that men can 
will themselves to die out of unbearable 
shame, and that appearances and class are 
invalid as the measure of a man. The last les- 
son, gained by reading Colley's journal, is 
particularly painful, for it introduces Talbot 
to the torments of guilt. 

Blown off-course and crippled by a sp 
mast-shoe (the ingenious repair of which 
leaves fires smouldering in the ship's bow- 
els), the vessel finally reaches its destination, 
Sidney Cove. Here the denouement plays it- 
self out. On Talbot's recommendation, his 
friend Summers gets command on the now 
decommissioned ship. No sooner has this 
happened than the physical fire down below 
erupts, burning the ship and killing Sum- 
mers, who is all goodness but ultimately a 
small moral force in the story. Talbot learns 
that his influential godfather and patron 
had died. His own prospects, therefore, 
seem unpromising. All points to a merciless 
ending. Then, out of the blue, comes a fairy- 
tale conclusion. 

Mr Golding says, probably with tongue 
in cheek, that the happy ending was a gift to 
his readers. The gift is an affirmation on a 
grand scale, which only an artist with much 
of the "fire up there", in his heart and "- 


can bring off. | 





Architecture Italian-style 


Piano's fortes 


ROME 


we do an abandoned Fiat factory 
in Turin, the dying city of Venice, the 
already dead city of Pompeii and the burst- 
ing city of Osaka have in common? Answer: 
the daring plans conceived for them by 
Renzo Piano, an Italian architect renowned 
in Europe who has just won Britain's Royal 
Gold Medal for Architecture, in the steps of 
Frank Lloyd Wright and Le Corbusier. 

In 1982 Gianni Agnelli shut down the 
old five-storey Fiat factory that his grandfa- 
ther had built in 1921. The plant, 
nicknamed Lingotto (the Ingot) after its 
shape, had excited Le Corbusier in 1925 as 









BOOKS AND ARTS 








Bubbling with invention 





nly one of the most impressive spec- 
es industry has offered us. A Florentine 
work, precise, limpid, and neat. It is the Es- 
prit Nouveau in factories". With a rave no- 
tice like that, most buildings, after 60 years, 
would have been razed to the ground. But 
Mr Agnelli wanted to preserve it, and Mr 
Piano has been awarded the contract. He 
will convert it into a multi-purpose civic cen- 
tre, dedicated to the pleasures of high-tech, 
at a cost of $240m. The roof, once a test- 
track for the cars produced below, will be- 
come a skating rink; the building will have a 
"magic garden", a waterfall and a 3,000-seat 
conference hall. Factories and cotton mills 
have been converted to "civilian" use be- 
fore, but this is said to be the biggest under- 
taking anywhere. Such a variety of attrac- 
tions are foreseen that, ideally, Turin 
families will want to spend the day there. 
On to Venice, which announced three 
years ago that it would have an expo in 1997 
elebrate the bicentenary of the death of 
5... Republic. But what was to be 
done with the expected extra 70,000 tourists 
a day? Enter Mr Piano and his magnete, a 
man-made hillock some 30 metres high near 
the present Venice airport, where the entire 
world’s fair will be hidden behind trees. 
Two canals will bisect the hill for access by 
water transport, and at its heart will be a 
paved crater 500 metres across. There the 
visitor may wander to a 15,000 seat audito- 
rium or stroll around the multi-national dis- 
plays around the crater’s rim, out of sight of 
the lagoon. Mr Piano thinks his hollow hill 
could easily accommodate 70,000 people at 
once, and would keep each of them out of 
creaking Venice for seven hours at a time. 
From Venice to Pompeii, where Mr Pi- 
ano argues that the city, far from being 
dead, has 7,000 people walking its streets 
each day between opening and closing time. 
He wants to construct outside its walls four 
mostly underground, grass-covered bubbles 
"similar to certain vaulted Etruscan tombs” 
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and linked together underground. Bubble 1, 
the ticket window, would also have a 300- 
seat cinema where the public could watch a 
short film of the eruption of Vesuvius in 79 
AD (script by Pliny the Younger, producer 
either George Lucas or Steven Spielberg). 
Thus prepared, the visitor could move at 
will to bubble 2, which would be a new mu- 
seum. Bubble 3, intended more for scholars, 
would hold the data bank; bubble 4 would 
lead to the ruins themselves and a mobile 
steel structure ("like a centipede”, Mr Piano 
says) which would support a passageway of 
glass passing over the diggers at work. On a 
lucky day the visitor might see new frescoes 
emerging with their colours still intact. To 
be sure of his effect, Mr Piano says he wants 
the excavations to last another 1,000 years. 

Last but not least, Mr Piano has just 
won an international competition to build 
the world's largest airport for Osaka, in Ja- 
pan. This will be another man-made site, an 
artificial atoll about seven kilometres from 
the coast and measuring 85m square metres; 
it will cost $16 billion. Airports suit Mr Pi- 
ano, who does not believe in standing still. 
Asked about the Beaubourg Centre in Paris, 
which he designed in partnership with Brit- 
ain's Richard Rogers, he seems to dismiss 
that still-controversial work as something in 
his most distant past. “It is not a model to be 
copied", he adds firmly. "It was conceived 
so that it could change its form." 





Charlie Chaplin 


Belittled 


A. 16th marks the 100th anniversary 
of the birth of Charlie Chaplin, and 
the centenary industry is already under way. 
A comprehensive new book (“Remember- 
ing Charlie", by Jerry Epstein) has just been 
published; there is a season of Chaplin's 
films at London's National Film Theatre 
throughout April; and an exhibition called 
"The Worlds of Charlie Chaplin" holds 
sway at the Museum of the Moving Image 
until August 30th. All these events happen 
in London because that is where he was 
born, within a mile of the South Bank com- 
plex, in 1889, 

Yet in the years since he died, on Christ- 
mas Day 1977, something strange has hap- 
pened to Charlie Chaplin. He has passed 
from being simply the comedian everybody 
loved to being regarded, in almost hallowed 
terms, as the wellspring of modern comedy. 
Fashions in comedy may come and go, but 
the idea of Chaplin as the little man is con- 
sidered inviolate. 

In fact, however, Chaplin is of interest 
today chiefly as a touchstone of social and 
political change. His art was rooted in the 
music halls and sentimental novels of the 
nineteenth century, and he had no concept 


of the cinema as a medium distinct from 
these. That is why his films now seem so un- 
funny and so emotionally manipulative. 
"The Kid”, made early in his career in 1921, 
is the cinematic equivalent of "East Lynne", 
but he grew no better with the years: "Lime- 
light" was as mawkish in 1952, "A Countess 
from Hong Kong” as leaden in 1967. 

The MOMt exhibition sensibly chooses 
to focus on the life rather than the art. Of 
particular interest is the 1,200-page dossier, 
maintained by the rBi from 1923, on Chap- 
lin’s every movement, including spec- 
ulation about whether he had donated 
money anonymously to the American Com- 
munist party. The hand of the rai is also re- 
vealed behind the paternity suit brought 
against Chaplin by an actress, Joan Barry, in 
1943. Although Chaplin was never a card- 
carrying communist in the McCarthy sense, 
he was politically naive and played into the 
hands of the enemies of the free world. 

The MOMI show has all the fascination 
of any exhibition devoted to the newly dei- 
fied. The famous Chaplin tramp outfit can 
be seen behind plate glass as if it were an 
object of reverence. In fact, though, this is 
not a single costume but a composite one. 
Hat and cane date from the time he was 
shooting "The Pilgrim" in 1921, the shoes 
from 1936: the soles still bear the marks of 
the roller skates he used in a scene in "Mod- 
ern Times". Nevertheless, Chaplin was as 
Chaplin dressed. When he abandoned the 
tramp get-up for that of the Parisian man- 
about-town in "Monsieur Verdoux" the 
film failed. Versatility was not in him. 

Chaplin the artist may emerge from the 
MOMI exhibition with colours flagging, but 
there is more to the man than meets the eye. 
One of the most moving exhibits is the daily 
studio report of July 10 1919—just another 
day in the production of "Charlie's Picnic”, 
the working title for the film that was even- 
tually released as “A Day's Pleasure". But 
Charlie did not shoot that day. A laconic 
footnote explains why: "Norman Spencer 
Chaplin passed on today, 4 pm". Norman 
Spencer was Chaplin's three-day-old baby 
by his first wife, Mildred Harris. Even gods, 
it seems, need a stiff upper lip. 
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THE SENIOR EXECUTIVE PROGRAMME. 
IT TAKES TWENTY YEARS 
TO SELECT THE CANDIDATES. 


For board level executives secking to expand their 
understanding of complex management issues, the Senior 
Executive Programme at London Business School is 
unrivalled. 

The SEP provides a world vision of corporate 
management by studying 4 major themes — "The changing 
international business environment’, ‘Strategic decision 
making’, ‘Financial management’ and ‘Managing change’. 

Applicants are expected to demonstrate an ability to 
master a broad range of concepts and perspectives. They 
are usually over 40 with some 20 years’ business experience 
which they will bring to the programme. 

So London Business School normally only select 
senior managers from leading international corporations. 

The quality of the participants, combined with the 
quality of the faculty, means we continue to offer one of 
the most influential Senior Executive Programmes in 
the world. 

In the past the SEP has only operated once a ycar. 
The 1989 Programme will run twice, offering greater 
flexibility for participants and greater compatibility with 





corporate training structures. 

The next SEP this year will be in October, and the 
first Programme of 1990 will begin in February. If you'd like 
to know more, fill in the coupon and return it to us, or 
contact Geraldine Jackson, Registrar, at the address below. 

You may need twenty years' business experience to 
bencfit from a place on the SEP. But it will take no time 
at all for you and your organisation to benefit from what e 
you learn. 





To: Dept of External Affairs, London Business School, Sussex Place, 
Regent's Park, London NW1 4SA, UK. Tel: 01-262 5050 
Fax: 01-724 7875 Telex: 27461 LBS KOX G. 





Name: Du 
Job title: 
Company: 
Address: 

j| m HAE E a -i 
Please send me details of: Senior Executive Programme O 


(Tick appropriate box) All other Executive Programmes CO 


J LONDON BUSINESS SCHOOL 
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t of Industrial Relations 


lified people for the above tenura- 



















| leading to Majors in the BA, 
c and BComm degrees and to the 


e of Master of Industrial Rela- 
Presently there are six full-time 
sademic positions in the Department. 
he members of the Department are 
engaged in active research pro- 
es on a variety of topics within 
ipline, Applications from per- 

Glalising in any area of the 










Dlications are invited from suitably 


Department. Tel: (09) 380 2936. 


Salary range: A$30,737-A$40,100 per 
annum. 


Benefits include superannuation, fares 
to Perth for appointee and dependent 
family, removal allowance, study leave 
and long service leave. 


Conditions of appointment will be spec- 
ified in any offer for appointment which 
may be made. as a result of this 
advertisement, 


Written applications, quoting reference 
number, telephone number, date of 
birth, qualifications. and experience, 
and the names and addresses of three 
referees, should reach the Director, 
Personnel Services, The University of 
Western Australia, Nediands 6009, 
Australia, by 28 April, 1989, 
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University of London School's impact.on health poli 
CHAIR OF HEALTH POLICY Britain and Europe. P. 






Tenable at the London School of 
Hygiene and Tropical Medicine 


The Senate invite applications for this 
newly established Chair from social 
scientists, particularly health econo- 
mists. The successful candidate will be 
expected to develop new research and 


Applications (10 copies) should 
mitted to the Teachers' Section 
University of London, Malet 
London WC1E 7HU, from whor 
particulars should first be obtained 


The closing date for receipt of applica 
tions is 26 April 1989. TOM 
































SENIOR CONSULTA! 


Expanding Brussels based consultancy specialising in Europe: 
food, agriculture and environment policies requires Senio 
Consultant (age 30-35). Fluency in English/French essenti 
Knowledge of CAP, agricultural economics, environme 
sues and previous consultancy experience desirable. Lool 
ability to deal with broad range of assignments/clients at 
level as part of small team. Sal 























illl be welcome. Enquiries con- 
1g the position may be addresed 
ofessor Charles Mulvey, Head of 
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^ EXCITING i 
OPPORTUNITIES 
IN ECONOMIC 
DEVELOPMENT 
|. FOR GO AHEAD 

|J GRADUATES 





MOMISTAPRIL11989 —— 





Equal Employment Opportunity is 
i University Policy 


ary etc according to experiér 


Please write with CV to Director, Bureau Europeen d 
cherches, 173 rue Stévin, 1040 Brussels, Belgium. 
























Are you looking for a job which gives you the chance to be heard? Then | 
these posts are for you - a first class opportunity to train for a career in E 
Economic Development, using sound in-house training methods and the — 
pursuit of an appropriate post-graduate course of study. The Council has two 
new posts available in its small but energetic Economic Development Unit and > 
is looking for innovative and committed graduates to help develop its strategy 
and implement new projects. | | | | ; 

The posts arise at a particularly interesting time for Milton Keynes, one of | 
the fastest growing Districts in the country - we grew by 9,000 people and over - 
8,000 jobs last year alone - and one where the Development Corporation is — 
expected to wind-up in three years’ time. 

Acting under the direction of the Economic Development Officer, you 
will assist in the development and implementation of the Council's strategy on 
employment, economic development and tourism within the Borough of 
Milton Keynes. 

You will be responsible for identifying and developing local schemes 
eligible for government funding and which assist local business. Good inter- 
personal skills are a pre-requisite. | p 

A career grade structure will apply to these appointments, with scope for 
progression to SOT grade on successful completion of the Post Graduate 
course of study. — | 


The following fringe benefits apply to both posts: 


Substantial contribution towards Leased Car (SO1 Grade) 
or Casual Car User Allowance. | | 
Mortgage Subsidy in Approved Cases | E 
Relocation and Disturbance Allowance up to £3,650 in. 
Approved Cases $ ies ce 
Flexible Working Hours 
Subsidised Staff Cafeteria 
Free Group Life Assurance 


Closing date: 14th April 1989. | 

Application forms and further details are obtainable by telephoning — 
Milton Keynes (0908) 682605 (24 hour answerphone service) or by writing to: 
Assistant Director (Personnel & Information), Borough of Milton Keynes; 
Civic Offices, 1 Saxon Gate East, Central Milton Keynes MK9 3HG, 

The Council is an equal opportunities employer; applications are invited — 
from candidates under the age of 65 years with the necessary attributes 
regardless of race, creed, nationality, disability or sex. 
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St Antony's College 
University of Oxford 

Ont verd 990 the College will anne int a successor fo the present Bursar who is 
- leaving to take up a senior post elsewhere 

; believed that the position would be attractive to a mature man or woman of 
Ü ility in the fields of financial and general mana ppt who wishes to 

ew challenge in an interesting environment. The College is a post- 
llege of international character. The Bursar is a Fellow of the College and 
er of its Governing Body and is responsible to the Governing Body for the 
neral management of the College. 

po: (demands full- time sc Remuneration corresponds to academic salary 






























further ‘particulars, a 
baat Oxford 





" ly to the Warden’ s Secretary, St Anton 's Colle 
21). The eon ai lor applications i is 2 May 19 9 


























.. features we are based on. 


comprising the following tasks: 


@ Enhancing the Region's infrastructure 


/... € Developing/realisation of strategic aims and 
- plans 


| e Controlling/servicing cooperative associates/ 
: partners 

-| @ Professional coordination. of business activities 
abroad regarding all types/classes of insurance 
|. 8 Survey and analysis of foreign insurance mar- 
kets and competitors 





Applications will be considered from anyone seri- 
ously interested in a successful career, entering 
our company at a fairly high, functional level. 
Applicants should dipose of an academic qualifica- 
tion i in economics (preferably with the main subject: 

"insurance business administration" "MBA" rath- 
er than ‘“‘graduate’’): 


@ Or similar qualifications experienced in the 
insurance business (controlling) 


@ Fluency in English will be a requirement as well 
as EDP experience and the ability for analytical 
rier cialis work 





| We. Aro aiming f for economic expansion; both, success and accomplishment are — 


We are one of the leading joint-stock insurance companies in the West-German i insurance ES 


2 market, dealing and being associated with the German Cooperative Movement, underwrit- k 
=. ing almost all types/classes of risks; our offers are considering and comprising our client's. 
requirements and are adapted to the current market's needs. 








University of Cambridge 
ASSISTANT IN RESEARCH | 

in the Faculty of Economics 

and Politics 

Assistant in Research to take. up ¢ ap- 
pointment as soon as possible. The 
duties will be primarily to run statistics 
and applied econometrics classes and 
to heip in producing material for use in 
statistics and applied econometrics iec- 
tures; and aiso to maintain and up-date 
the Faculty's economic database for 
use by undergraduates. 


Applicants should possess a — jo 
gree in Economics, with appropriate 
training or experience in statistics and. 
applied econometrics. The appoint- 


‘ment wil be for three years with the 
possibility of tétbpolntment. 






college, is £9,260 a year 
rising: pr four annual. increments. té 
£11 680. P. 











Our Head Office, Foreign Affairs Division is controlling various ee set up p business activities w worldwide ; We 


7 2 Section Leaders 


as to be of support and assistance to our Management Foreign A Affairs L Divis sion, 





@ Knowledge of a Roman language is dpprecabd 
as weli as the applicant’ S professional experi- 
ence in international i insurance business. 


Attractive salary and social benefits. commensurate. - 
with ability and experience and will be in compli- 
ance with those provided by the ASSEK JRANZ 
(leading insurance group). 


Please write, stating details of Qualifications, previ- | 
ous experience and salary requirements to: R+V n 
Aligemeine Versicherung AG, #1. Taunusstrasse, oe 
D-6200 Wiesbaden (FRG). | 


Information beforehand to be obtained and/or cer- | 
tain questions to be clarified, please contact Mr 
Hanssen; phone (06121)- “933-303, who will be at 

your service. 
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University of Reading 
DEPARTMENT OF SOCIOLOGY 


ions are invited for a Lecture- 
ndustrial Sociology (under the 
demic Appointments Scheme) 
n -1 September, 1989. Candidates 
uid have a good degree in a rele- 
Mant social science subject. Preference 
may be given to candidates with experi- 
ence of obtaining external research 
funding. Collaborative links with private 
industry will also be an advantage. The 


appointee will teach in other. related 


areas at both undergraduate and post- 
graduate levels. initial salary up to 
£12,760 per annum on the Grade A 
salary scale (£9.260-£14,500 per anm- 
num-—under review) plus USS bene- 
fits. Further particulars and application 


forms (two copies) are available from — 


the Personnel Office, University of 


Reading, Whiteknights, PO Box 217, - 


Reading RG6 2AH. Telephone 0734 
318751. Please quote Ref AC.8920. 
Closing date 28 April, DD, 





Birkbeck College 
: (University of London) 


SENIOR LECTURESHIP 
OR LECTURESHIP IN 
FINANCIAL ECONOMICS 


D substantia! private sector spon- 
sorship, the Economics Department is 
launching a major initiative in financial 
economics, both in research and. in 


teaching at graduate and undergradu-. 


ate level. Over the next three years, 
there may be up to Six new posts in this 
fieid. 7 | 


Applications are invited fora Senior 






















ee years in the first instance 


nance. Salary will be in the 
: 20-£24, 560 pa or £10,910- 
zpa- inclusive of London 





ications, including full curriculum 


lerees, should be sent to the Assis- 
int Secretary: (Personnel) (E), Birk- 
eck College, Malet Street, London, 
IC1E 7HX, telephone 01-631 6529, 








obtained. Closing date: f May 1989 
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E FOR CONTRACEPTIVE INTRODUCTION | 
Mid 40s to Low 50s 


Council is seeking an experienced health or social scientist to 
ntraceptive introduction program. This will be a two-year assign- 
in New York. The position requires an understanding of contraceptive 
d proven expertise in a broad range of activities relevant to family 


ram login oes Qualifications: PhD or equivalent highly desirabie. 


evant management experience and leadership ca acity; 
ity to communicate effectively in writing and in verbal presentations. ng 
snowledge of French or Spanish desirable. Attractive benefits package. Sen 
ésumé to Ms Betty Joyner, Deputy for Personnel Services, or Dr George Brown, - 
: Mice President and Director, Programs Division, The Population: Council, One Dag 


Hammarskjol id. Plaza, New York, New York 10017. 
N O/AA Employer MF. 


| Government & Industry Al fairs 


In recent years Air New Zealand has carved out an international : 


.— growth. and. seeks to appoint. a General Manager Government and ue 
^ Industry Affairs. 


in) bilateral negotiations. Alternatively individuals experienced in 


„Lectureship or Lectureship which will " Anapproriate salary and benefits package is offered which together with. 


xpected to be renewed. Candi- 
| ji id have experience in some 


Recruitment (London) (044-1) 600- 010] or Auckland or 9) DATAS i 


4 Cambridge Consulting 


tae and names and addresses of two 


= [3th Floor, Stock Exchange Centre, b 
=_— 191-193 poy Street, Auckland, New Zealand. Fax (064- 9) 3 i 


m whom further particulars may also 























OVERSEAS DEVELOPMENT IN 


edi RESEARCH FELLOW 


IRRIGATION DEVELOPME 


ODI wishes to appoint a RESEARCH FELLOW in the Agricul tural Adminis 
Unit to undertake applied research and to issue and edit papers for i 
Management Network (1,600: members). Preference will be for cand ate y 
experience of multidiscipli inary research in developing. countries, v 

anda 3000 eco or management backgrou . The appointmen wil 
university scales probably i in Range H-H (£16,150- £24,560, under review 


Application by full CV naming _two. referees. Further detalis 
Administrative Secretary (AAU), ODI, Regents College, inn 
Regent's Park, London NW1. 4h is. Tel: 01-487 7413. x: 0 
Closing date 2 May 1989, . 











































reputation for airline service, second to none. Now as a result of ^. 
privatisation the company is positioning itself for substantial international 


The successful candidate will assume UTR for extending und 
enhancing the New Zealand Government's bilateral aviation agreements. 
Additional responsibilities include relationships with theairline industry 
and the aviation trade together with associated business groups. The | 
General Manager i is also a key member of the airlines New Business __ 
Group reporting to the Deputy Chief Executive — nea and | 
Industry Affairs. — » D 
Applications are now sought from: senior executives with international es 
airline experience who have knowledge of (and preferably involvement 


Government-to-Government treaty negotiations, which in themselves 
have significant commercial implications, should also apply. Either way 
candidates will have refined communication skills, strong numeric ` 
ability and possess a high level of personal initiative. Location for the. 
position is Auckland yet extensive international travel is involved. 
Preference will accordingly be given to an individual with energy and 
enthusiasm and fluency in foreign languages. — a: 





relocation to New Zealand and the lifestyle that goes with that shou 
appeal to the finest candidate. | 


Applications, in confidence, may be mde by Who Rochester: 


or by sending a resume to: 





S ervices 
INTERNATIONAL MANAGEMENT CONSULTANTS 


A ETA E ' MELBOURNE pó SYDNEY 





- UNIVERSITY OF CAMBRIDGE 
Department of Applied Economics 
The Department of Applied Economics, University of Cambridge, wishes to appoint a 


Junior Research Officer 
“Research C Officer - 


irch project in economic theory, applied economics or econometrics. 

be ; tange £9,260-£14,500, nding on age and seniority, and 

it will. be ‘three years with a possibi ility of reappointment. 

£ didate ma be offered a Lelowsirp. at Churchill Coli 
| Professor Hahn; Professor Newbery and Dro see 

should have = 1 class honours degree and a higher degree 


Tr Cambridge CBS 9t e. to 2, torem applet 















sent to 








"FREELANCE. JOURNALISTS 


a ‘Francisco-based institutional investment research team is 
! ; for freelance journalists who work in-London, Amster- 








=: 





tive journalists with knowledge in one or more of the following 
reas: Consumer Products, Healthcare, High Technology and 
ashion/Apparel. Writers will be expected to submit work on a 
onthly/bi-monthly basis. In addition, to payment for the work 
ceived, we will reimburse you for all costs incurred. Research 











1989. Send résumé and current clips to: 
| Joann Steck-Bayat 


_ 4 Embarcadero Center, Sulte 2800, San Franciso, CA 94111 
| All résumés must be recelved b 14 April, 1989. 










-= economic advice. C 


LIFICATIONS 


TERMS OF APPOINTMENT 


p.a. (UK taxable} toge 
. accommodation, p and annual fare paid leave. 
Appointments Officer, Overseas Devel 


and wait. 
andidates - 









Paris or Milan. We are looking for professional investiga- | 


irector will conduct interviews in Europe Li i ii. | 





University of Reading - 


Department of Agricultural Economics 
and Management 


Applications are invited for a Lecture- : 


ship from 1 October 1989. Candidates. 
should have a research interest in. any 
aspect of agricultural/food economics 


and management; BUT the Depart- - leac 
ment is particularly interested in 


strengthening its research and teach- 


ing base in ei sta and food. 


s Further particulars * and application 





- Applicants, fiuent in English, from other 
Member States of the European Com- 


munity would be welcomed. Salary 


-scale £9,260 to £14,500 pa (Grade A) 


- under review — plus USS benefits. 








oy Box 217, 
| telephone 0734- 
318751. Please. mop pe. AC. 8916. 





2 Citi date 28 April 1 989.. 





School of of Manag jemen Sru 


MANAGEMENT EDUCATION 
CO-ORDINATOR (4 YEAR S 


East Anglia (R068) 


The Open linen: s School of Man- 
agement (which incorporates the Open 
Business School) is one of Europe's 
largest providers of Management Edu- 
cation with its programme of distance 
learning Diploma and short courses, 
and from February 1989 an MBA 
programme. . 


We now seek to dimidio our existing 
regional team through the appointment 
of a Management Education Co-ordi- 
nator to our East Anglian Region, 
based at the Regional Centre in Cam- 
bridge. Relevant academic and profes- 
sional qualifications, experience. of 








Management Education and develop- - 
ment and practical TANBGSNON or 





.. The Government of the Turks and Caicos Islands, wishes to organise its p ovision o 
uently the person appointed to this position will, working urs 
. direction of the Financial Secretary provide quidance on recurrent revenue expendit à 
policy expenditure proposals together with development expenditure. Amajor, part ofthe a 
is. to assist other Government Departments and Ministries to prepare project applications to 
- aid donors. You will be required to assist these Departments and Ministries in articulating their 
= needs and arranging them in an order of priority In addition, you will annually update the 

z National Development Programme, advise the Private Sector Development Unit on proposals 
and supply information to Departments of Government and Ministers, as required. 






Applicants should be British Citizens, preferably aged 25 to 45, with a degree in Economics. 
Experience should include familiarity with economic appraisal techniques, government 
budgeting, national planning and at least 2 years in a developing country. 


On contract to the British Government for a period of 2 years and on loan to the 
Government of Turks and Caicos Islands. Salary Is in the range of £21,577 p.a. to £32,375 
i ther with tax free overseas allowances currently of £4,914 
Ju single] and up to £7801 {married}. Benefits include children's education allowances, free 


For details and application form, please write, quoting the job title and ref 369/V JK/TE to: 
opment Administration, AH220, Abercrombie House, 
: aem n Road, EAST KILBRIDE, Ie G75 SEA. Or tel: 03552 41199 ext 3274. 








| economics, and a strong ground. 


| University, Manchester MI3 9PL.- 
E Telephone 061-275. 2028. Quote | 
] Ref 74/89/EC. Anyone seeking. | 
| further details is invited to tele- | 


| (061-275 4793). - 






- -promotional experience are mnm 


ointment will normally be made at 


an appropriate. point (according to age 
and experience) on the Lecturer A 


Salary Scale. (£9,260 — £14, ,500). but 
for a candidate of appropriate academ- 
ic attainment and ability, appointment 
may be made.on the Lecturer B Salary 


Scale (£15, 105 — £19,310). 


Further. particulars and application 
forms. are available from Mrs v] 





Leighton (5438/3), School of Mana 
ment, The Open University, 1 Coff 
idge. Close, “Stony Stratford, Milton 
Keynes MK11. 1BY. Telephone Milton. 
Keynes (0908) 261122, ext 257. There 
is a 24-hour answering service. on 
653868. 

Closing date tor applications: 14 April 
1989 

The University i is closed for Easter from 





. 23 March until 29 March inclusive 








Equal Opportunity is University Policy 





| THE UNIVERSITY 
.. . OF MANCHESTER 


- LECTURER IN - 
AGRICULTURAL - 
ECONOMICS 


| Applications are invited for this 
post from candidates with a post- 
graan aore preferably a 

hD, in agricultural economics or 




































ing in quantitative methods and 
| economic theory. Candidates 
should also have research experi 
ence and int rests Tom to 



























en. its S teaching oe | 
| research supervision capacities in. | - 
agricultural development eco- 
nomics, but is also interested in 
candidates able to make teaching - 
and research contributions in 
some of the following areas: Ag- 
ricultural policy, production eco- 
nomics, economics of technologi- 
cal change, and price and market 
analysis. Candidates should note 
that an announcement is antici- | 
pated shortly of a further post, a 
| three-year ` temporary lecture- 
ship. Initial salary range £9,260- 
£12,150 per annum. Super- 
annuation. 


Further particulars and applica- 
tion forms (returnable by 12 April 
| 1989) from the Registrar, The 







































| phone Professor David. Colman f 













UNIVERSITY OF BATH 
SCHOOL OF MANAGEMENT 


ECONOMICS 


The School of Management is seeking to appoint a Lecturer in 





















‘tion within these areas is sought, but it is expected that the 
successful candidate will be able to teach. on a range of 
degree programmes. 


it is anticipated that the appointment will be made on 
Lecturer Grade A. An appointment to Lecturer Grade B may 
be made, exceptionally, if the experience and qualifications of 
the successful applicant warrant this, ! 

Salary: Lecturer Grade A £9,260-£14,500. 

— ,. Lecturer Grade B £15,105-£19,310. 





ephone 0225 826111. 


Bayliss. Tel 
ther written particulars and application forms are avail- 
WV" able from the Personnel Officer, University of Bath, Bath BA2 
|... 7AY, quoting reference 89/91. m 


Closing date for applications: 24 April, 1989. 
















| [HE 


UNIVERSITY 


OF BIRMINGHAA 


CHAIR AND HEADSHIP OF 
THE DEPARTMENT OF 

INDUSTRIAL ECONOMICS 

AND BUSINESS STUDIES 
. Applications are invited for a newly estab- 
ished Chair in Business Studies, to be held 
* in the Department of Industrial Economics 
and Business Studies. The appointment may 
also carry with it the headship of the depart- 
ment, for a period of five years or otherwise 
by arrangement. The person appointed will 
_ be expected to contribute to the activities of 
. the Birmingham Business School, which has 
| recently been established within the depart- 
ient. The terms of the appointment will be 
bject to negotiation, but the salary will be 
in the professorial range (uinimum £23,570, 
ted average £28,820) plus super- 

annuation. 

E rther particulars are available from the 
| Registrar and Secretary (EB), University of 
| Birmingham, Edgbaston, Birmingham B15 
| 2TT (FAX 021-414 4534) to whom applica- 
. tions (three copies, one from overseas can- 
Eos) should be sent by 21 April 1989. 



















Lm 







The University is an equal opportunities employer. 















Business or Managerial Economics. No particular specialisa- | 







Anyone seeking further details is invited to contact Professor 
























This new post is offered in the Warwick Business School, due tothe ~ 
continued expansion of its academic programmes. os 
The School wishes to enhance significantly the international orientation of its 
programmes, research and other activities. With funding from the Foundati n iu 
for Management Education, it has established a new Professorship in = -= 
International Business to act as a major catalyst to achieve this objective. : 
design for the further development of the international content of the School's m 
teaching activities, and to develop. a major MBA option in International mee 
Business. 2 C. 
The School places considerable emphasis on research and the appointee will 
be expected to develop a high quality research programme. He or she will | 
also be expected to develop an on- oing relationship with the Foundation for 
Management Education, and to collaborate with it on matters concerned, Hf 
among other things, with manag nagement education and international business. i 
and the development of faculty in this area, —— E 
Salary will be on the professorial scale: min £23,380, | EN | 
Informal enquiries may be made to the Chairman, Professor Robin Wensley, -IH 
telephone 0203 523923. VM VN E SD 
Further particulars may be obtained from the Personnel Office, E | 
University of Warwick, Coventry CV4-7AL, telephone 0203 523627 quoting 3E 
reference 32/4A/88/43 (please mark clearly on envelope). Closing date for — 



























































applications 14 April. 1989. HN | 
The School welcomes applications from both men and women, members of eihnic 
minorities, and people with disabilities. : "e l 










y Q T ea OF WARWICK 4 | 






CARIBBEAN DEVELOPMENT 


COUNTRY ECONOMIST - 
CDB, the Region's premier financial Institution which | 
provides financial and technical assistance to its 17 borrow-.- 
ing countries, invites applications for Country Economists _ 
within the Department of Economics and Programming. —— 
| Qualifications and Experience 
Applicants must possess a good honours degree in Econom- 
ics and a higher degree with a strong specialisation in 
development economics and/or macro-economics of small 
open economies; and at least five years’ working. exp 
ence preferably in applied or policy-oriented research v 
a government or international organisation. Ü 
.  . Responsibilities —. . Ey o 

To monitor and analyse relevant international, regional and 
national socio-economic developments and trends as base 
for providing timely economic intelligence and polit 
advice and designing cost-effective country assistance p 
grammes for CDB and its borrowing member countries, ` 
successful candidate will be required to travel regul; 
within the region. EL 


Applicants should send a detailed curriculum vitae stating 
age, nationality, and the names, addresses and teleph 
numbers of three referees to the Personnel Manager, CDI 
PO Box 408, Wildey, St Michael. Closing date for receipt of 
applications is April 21, 1989. Preference will be given to 
candidates from CDB's borrowing member countries. '. 









































NUS for major firm of Chartered Sur- 
-veyors based i in West End. 

E cellent: ‘scope and prospects for the 
right individual. 

Reply Box No 3647, The Economist 
Newspaper Ltd, 25 St James's Street, 
Conon: SWIA 1HG. 





a The Faculty ¢ of Economics at the University of 
Limburg at Maastricht, the Netherlands was 
. established in 1984. This rapidly growing Faculty 

- (teaching and research staff of about 150) 
experiments with problem-oriented learning in its 
curriculum. Education and Research are particularly 

. focused on problems in the field of labour economics 
and the economics of technical change. 












. The Department of Economics seeks an econcmist 
forthe position of 


assistant professor 
in micro-economics 


Economists with a doctorate and publications in the 
field of micro-economics (especially industrial or 
labour economics and general discquilibrium 
analysis) are invited to apply. Willingness to learn 
Dutch and to participate in problem-oriented 
teaching is essential. 




































Salary for the tenured position is in the range of 
* Di. 3. 231,- ~ to Oft .7.063,- gross per month. 





i Further information can be obtained from 
; prof.dr. J.A.H. Maks (0)43-888289 (office) or 
(04752-2761 (home). 


Applications are expected in writing within two weeks 
after the publication of this announcement. Please 
address applications to: University of Limburg, 

, Personnel Department, P.O. Box 616, 6200 MD 


I Maastricht, the Netherlands, and referto the vacancy 
number on both the letter and the envelope. 


Rijksuniversiteit Limburg 








1 "— prm | fan of with 
recent emp ropean Studies 
Emery Hons — st Class) d Renan Political 
: y (MSc) from th 








INTERNATIONAL 
EXECUTIVE 
(FEMALE) 

Highy, motivated ae ora, European/US 

tion with è in industry, re- 

| search and consult eress-cultural sensi 

and fluency in six languages seeks 

nging Seide to maximise capabilities. 
Econorhist 


eni tg ey The whee 


d 10 Rockefeller Plaza, New York, 





The Flinders University Of 
South Australia 
School Of Social Sciences — — 
LECTURERS/SENIOR LECTURER. 
IN ECONOMICS . 


available in the Economics Discipline. 


One appointment may be made at 


Senior Lecturer level and it is also 


be available on a continuing basis. The 
appointee(s) would be expected to 
commence duties in July 1989, or as 
soon as possibie thereafter. Applicants 
with teaching and research interests in 
any branch of theoretical or applied 


economics will be considered, although . . 
and Registrar, The Flinders University 


enquiries would be particularly wel- 
come from those able to teach at hon- 
ours and graduate levels in one or 


more of the areas: macroeconomics; - 
econometrics; public sector econom- .— . Wer 
ics; and any aspon of the economics of = ES pru. adu co uc 
















E The Pacific Rim. A demonstrated re-: 


search capacity of evidence of re-: 
search potential will be required. ü 


informal enquiries may be made tov 
Professor Mike. Burns, Head of the: 


| Economico Disi ipline. Telephone (08% 
Applications are invited from ‘suitably 7 : 
qualified economists for appointments. . 






| ‘Salary TER Lecturer A$30,737~: 
. A$40,100 (an appointment. will not be: 
. made above the sixth level of the scale, 


possible that one of the positions may ` viz A$37,424). 


Senior. Lecturer 


A540,937-A$47,564. 


Written. applications giving ful details off 
qualifications. and experience, and the: 
names and addresses of three referees; 
of whom confidential enquiries may be: 
made, should be forwarded, in dupli- 
cate, to the Director of Administration 





of South Australia, Bedford Park, SA. 


5042, by 30 April, 1989. 


TNAM pen Opportunity i 
sity asd 












include the identification of obstacles to trade, the eva 


ECTS 77 
RESEARCH AND DEVELOPMENT | 


The Windward Islands Banana Growers’ Association (WIN- 
BAN) requires a Director for its Research & Development 
Division. The successful applicant must possess a Post Gradu- 
ate Degree in Agriculture or closely related discipline. 


Further details write to or call: The UK Representative, 10 
Kensington Court, LONDON we sot: Telephone 01-937 9522. 








Harare, Zimbabwe 


The International Food Policy Research Institute (IFPRI) 
is seeking to employ a Senior Economist for a two-year 
appointment to be stationed in Harare, Zimbabwe, assigned to a 
study to assess the potential for intra-African trade in agricultural 
products within the context of individual country government: 


study 1 wil 
'aluation af 
policy strategies for overcoming the obstacles, and the quantifica- 
tion of benefits of increased trade. Particular emphasis will be 
placed on policies toward maize trade and stocking policies. The 
research position will focus on the analysis of agricultural trade 
and food supply stabilisation strategies in the Southern African 
region. This position will include collaboration with other re- 
searchers at IFPRI and with policymakers and policy. analysts in 
the region. 


Candidates -shouid have a PhD in Economics or Agricultural 
Economics or its equivalent, with at least five years of experi- 
ence, including. experience in Sub-Saharan Africa. Candidates 
must have good communication skills, be willing to travel within 
the region, and to IFPRI in Washington, DC. Salary and benefits 
are commensurate with salary scales of international centres. 
Preferred starting date i is early J uly 1989. 


Please submit two copies of curriculum vitae and the names and 
addresses of three professional referees to Alberto Valdes, 
Program Director, International Trade and Food Security co 
Personnel, International Food Policy Research Institute, 1776 
Massachusetts Avenue, NW Suite 600, VOIE DC 20036, 
USA. 


The closing date for applications is ao 10, 1989. 






concerned about their food security. Major tasks in the 






























, |j a private girls’ 
s. 14-18) invites inquiries 
interested in attending 
nerica.. Contact: Admis- 
Chatham Hall, Chatham, 
! 1, USA. Phone: 804/432- 











































Business « Engineering + 


Earn a bachelor, master, doctoral degree. Guided 
independent : Study. One-on-one facu y atvieers. 

No classes + seminars » resi ncy. Call 
for no-cost Evaluation + Ca atalog 


MSTI W. Conary oit., Suite 605, Dept 34, Los Angeles, CA 90045 


SCHOOL OF BANKING AND FINANCE 


SANI OF | 









Applications. and expressions of interest. are invited. for the Chair of Business 
Administration in the field of Corporate Finance. A second Chair in Finance is held 
by Professor lan G. Sharpe, who is also currently Head of School. 


The School offers full undergraduate and postgraduate pr AA at pass and 
ub 


honours levels in Banking and Finance and combined or do degree programs 

with Accounting, Economics, Etonometrics, Law and Mathematics. The graduate 
. Programs include research supervision at Masters and PhD levels and a Masters 
 COursework program for practitioners. > 


| The appointee will-be expected to. provide. leadership. in Corporate Finance and 
. Should be a distinguished researcher in that field. The new Professor will be 
. expected to serve as Head of the School’of Banking and Finance for a term or terms 
< iso requested. 
> Further information ny be obtained from Professor LG. Sharpe, Head of the 
School of Banking and Finance or Professor J.W. Nevile, Dean of the Faculty of 
Commerce and Economics, University of New South Wales, P.O. Box 1 
Kensington, New South Wales, 2033, Australia. — 


Salary will be at the rate of $463,397 per annum. Other benefits may be negotiated 
with particularly suitable applicants. Subject to consent by the University. the 
-appointee may undertake a limited amount of higher consultative work. 


The University reserves the right to fill the Chair by invitation. 


m Details of the position, together with conditions of appointment and application 
DM cheer are available from the Senior Appointments Unit, University of New 
-: South Wales, P.O. Box 1, Kensington, NSW 2033, Australi lia. 


5 Applications close 12 May, 1989. | 
Equafity of employment opportunity is University policy. 

































CONOMIST APRIL 1 1989. 


TOT AL NATURAL IMMERSION 


We CAN help „| with French participants for 7 
Graduate Tutorials, “Chateau LA VALOUZE 

AC Associates, FREEPOST, J.LLefevreCIELBP.180 — — 

London W5 4BR. 24490 LA ROCHE CHALAIS, France 






Sollege Credit for Work Experience | 








(213) 645-3636 | 


for business development 


| Project Analysis | 
June 1-July 14, 1989 


Project Management. 
July 11-August 18, 1989 © 


September 14- October 6, 1989 


Strategic Management: of 
information Systems 
October 19-November 10, 1989 


2 
3 Environmental Management 
4 


B5 Master of Science in Management 
August 21, 1989-July 26, 1990 


Admissions Coordinator 
Arthur D. Little Management Education Institute 
35K Acorn Park 
Cambridge, MA 02140 USA 

. Telephone: 617.864.5657 

Telefax. 617.661.5830 Telex: 921436 


of divisions or business units improve their sills ini 
i strategic arid financia analysis. - 5 
Led by Andrew Campbell, Director of Ashridge Strategic 
Management Centre, and Professor Walter Reid, Director 
of Management Development Ássoc iates Led, the 
programme will address the following 
* how to assess the attractiveness of an idast. 
. * howto evaluate competitive advantage. 
* how tounderstand a company’s profit c 
* howto find opportunities to improve 
performance 
* howto increase the share price through organic 
growth and acquisitions. . 
Dates: 11-15 September 1989/2-16 April 1990 - 


Venue: London Business School, Regent s. Park, 
London NW 1 


Fee: $1,550 + VAT (includes lunch and dinner bin not zs 
residential accommodation ) 
. For further information, please contact Sally Yeung, 
Ashridge Strategic Management Centre. 1 Kingsway, 
London WC2B GXF. Lei gaia 01-379 5022, 














itt. "eee on vint with MDA I Limited: yw oe 
















































THE OPTIONS CLEARING CORPORATION 


and 

INSEAD. s 

The European Institute of 
Business Administration 





Fiv ve "di ay I ntensi ve Options Workshop. a rM 
designed for: Dealers, Bank Offi ers, 
Fund Managers, and Corpora te Treas urers 


* Advanced Option Strategies . Foreign Exchange Risk — 
* Hedging ot Option Portfolios * Pricing and Volatility 


Special features of the workshop - 
SIMULATED TRADING SESSIONS e PROBLEM SOLV. NG. EXERCISES - 


DISTINGUISHED FACULTY: INSEAD FINANCE AND ECONOMICS PROFESSORS, 2 
OPTION AND RISK MANAGEMENT PROFESSIONALS de 





















|. INSEAD Campus, Fontainebleau; France - 
May 14-19, 1989 














FOR aa INFORMATION PLEASE CONTACT: 
Amy Little, THE OPTIONS CLEARING CORPORATION 
el: (312)322-7564 Fax: (312)322-6227 Telex: 9102212616. 
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Management Progr 


The Advanced Management Programma is a Sawoo k programme e concerned with the overall 














unge own function. butt to understand the problems and thinking of RU incti abo : 
business. | 


Case Studies | $3 AM j For ' enty-four years the AMP. has 











The course is taught by the use of over 100 vided the very best of American - 
actual business case studies and selected — teaching style i in a European setting, drawing 
lectures in a living and working environment on distinguished Senior Professors from - 
especially designed to foster the exchange of America's finest business schools. Since 
ideas between faculty and participants, and 1983, AMP has been based at Templeton 
among participants themselves. College, the Oxford Centre for Management 








Studies. 4 
| : Price £6200 + VAT - | 
ae | Residential, all materials i included. 
fi Jeton College Enquiries to Wendy Jenkinson 


SNY Tel (08657 735422 Telex83147 alin TEMCOL Teiecoper [0865] 736374 













0 ymes of age. 


A unique opportunity 
_ for international students 
"to obtain a Masters degree 
in Business Informatics _ 
from a top European University. 


This | two-year, - full-time 
: educational program in bu- . 


siness informatics has been 7 
designed for students who - 
have completed their univer 


sity study. 


The program focusses on. 


| the managerial aspects of the 









"procedures of the new infor- 
mation technologies. Aspects 
“of informaties and technologi- 


ist à broader background 
| ith: subjects like organizatio- 
“onal change, innovation, project 
 fnanagement, international le- 
gal framework. The program is 
closely linked to business prac- 
tice > and teaching techniques 


à; communications - 


. application and introduction 


problems are presented 


fully selected with — Erasmus Univers 





This. "terationl program 


has hs ine designed and will be 


Offered in close cooperation 
With the School óf Business 
Administration of the Univer- 
sity of Michigan (USA), and 
was launched with the assis- 
tance of the Dutch. business 
community. With this program, 


the Erasmus University antici- 


pates the internationalization 
of information exchange that 


will reach high levels when the... | 


ünification of Europe comes 


into effect in 1992, 
Ifacareer in international busi- 


ness appeals to you, an MBI 
from an internationally orient- 
ed school is a next step. 










Telecom Paris and a number of European corporations have 0 
the THESEUS Institute. 
Its MBA in COMMUNICATIONS STRATEGY has been designed. i 
cooperation with representatives from. INSEAD, MIT and the | 
Politecnico di Milano. 


If you're keenly aware of the growing advances in iin you. 
recognize how radically they are chan 
social and political structures. If you're an individual who thrives on 
challenge, success for the future is in your hands. 

THESEUS is designed for a new force in management ; the 
communications strategist. | 


THE THESEUS MBA IN 
COMMUNICATIONS ST! 


e First program : Fall 1989. e Program duration : 1 vea 
profile : decision makers with 3-7 years of profession: 
and advanced university degrees. € Languages of instru 
English and French. € Faculty ; consultants, industry e 
international body of professors. € Admission : Se se 
application submitted, an interview and GMAT and TOEFL test ri 


THESEUS - Rue Albert Einstein - 06560 Valbonne - Sophia Antipoli | 
France Tel. (33) 92.94. 2h 00 - Fax : (33-1) 45.88. 66.68 


RATION IN MANAGEMENTOF ial ai 


- Mf you consider yourself a talented graduate in engineering, natural sciences, 
social science, law or arts (work experience is recommended) and if you arein-- 


> calk + 31- 10- 4081929/1905. 



















ging the world's economic, 





















































terested in an international career, fill in i the coupon for more information or 3 


[T Please send meabiochireon the International MBI Program — 


PI lease send me a brochure on the international MBI P ran 


Teletraan tannanna anythin! eis isin nanan ae a — —— n 


Ron —— OPEP 


| City: 


LN n Aha rale dr t S i re AN RNA oT murs era paa rta i an ve Prenatal e rs APA SE aee n n 


MOTO HHIHIen Meneses aman Va t a ru iri ore noi reor He LS RH rene Rag C an t ut tree m rar ja Pee e a P mn Re he rrr 


| Country: M MM Á— ÀÀM AÀ Fo 


| Please return to: Erasmus University Rotterdam, Public Relations, Place- ! | 
ment and Admissions Office MBI Program, Room FB- 68, P.O. Box 1738; m. 

| 3000 DR Rotterdam, The Netherlands E 

| Tel 31 - -(Quo- 408192074081905. 1 



















Views From The Top 
The 4th Annual Programme 


A five day programme for board level — 
. executives. 15-19 May 1989, £1,950 


London Business School has an international reputation 
for the analytical and strategic skills of its faculty. Link 
these to the practical insights of keynote speakers from 


a 1 industry and you have Views From The Top. 


P 2 The programme is distinguished by the high proportion | 
.. ofinput by the visiting speakers, each of whom spends 


-Several hours with the participants, 





Roland Smith 
Chairman, British Aerospace 
"The role of the board' 
Mike Heron 
European Regional Director, Unilever plc 
'Making a success in Europe 
Michael Gifford 
.. Chief Executive, The Rank Organisation 
'Making the assets work' 
. Michael Bett 
Managing Director, 


UK Communications, British Telecom — 
(previously Personnel Director, GEC, BBC) 


'Managing the people' 














Views From The Top gives you the unique opportunity 
to share contemporary management experience whilst — 
benefiting from discussions on strategic thinking and 
practice. 


- For details of the programme 
and a booking form, please contact: 

Professor Tony Eccles, at London Business School 
Sussex Place, Regent's Park, London NW1 4SA, UK - 
Telephone 01-262 5050 (ext 306) . 

faxa 01-724 7875, Telex 27461 (LES | KOX i 


ESS SCHOOL 








KEEP YOUR CAREER MOVING 
WITH AN i MA Aon A: IN 


in the fast ME Word of Gun: finance 
need the right credentials to keep your. career 

University Management Schoo 
vanced qualifications to. help you do just that. 








Our taught one-year MA/Diploma in Manes: Banking and Finance 
provides rigorous training in the key areas of money, finance, interna- 
tional money, banking and econometrics for those intending to 
specialise in finance and banking. Our one-year MBA: combines a 
specialism in money, banking and finance with broad mamng in 
management skills. 


Applications are now being accepted for TORRE 1990. Some places 
are still available for September 1989 entry. For further information 
and applications. please contact Miss V. J. "Thornsby, Postgraduate 
Secretary, Sheffield University gement School, Sheffield 510 
2TN, England telephone n 0742 768555, ext t 6764). 


Boost your career, without. interrupting it. 





The Evening ! MBA has been carefully designed to avoid the B 
career interruptions associated with doing à full-time course. 


The programme is geared to the City' s key areas of concern — 
finance, banking and international management — giving the 
student access to the widest pool of business know edge and 
developing analytical and strategic thinking. 


Our students benefit from lectures by successful 
businessmen, and have the immediate opportunity to apply 
their learning in real life business situations. 


Applicants must have a good second class honours degree 
or the equivalent. Courses commence in February and 
September. For further information, please contact Debra 
Durston, Assistant Admissions Officer, at the City University 
Business School on 


01-920 0111, ext. 2238 





offers internat nally recognised ad- E 











TURN THE EUROPEAN CHALLENGE 
O YOUR ADVANTAGE WITH AN MBA IN 
ROPEAN BUSINESS MANAGEMENT 


opean economic integration in 1992 will be a threat to some but 
usiness opportunity to others. Understanding the precise nature 
of the challenge will make the difference, - : 


The Sheffield University Management School MBA in European 
Business Management provides a unique overview of the Furopean 
business scene, Taught by one of England's fastest-growing man- 
agement schools, this internationally recognised one-year course 
combines a specialism in European business environment, Euro- 
pean/international marketing, European Economic Community 
Law, International finance, and accounting in Europe with broad 
aining in agement skills. | i 

re now being accepted for September 1990. Some 
available for September 1989 entry. For further 
ind applications, please contact Professor John Nor- 
d University Management School, Sheffield $10 2TN, 
0742 768555, ext 6764; fax 0742 7251031. 










































|  AnMBAwithaunique 
| perspective on Europe 


if you're taking a Master's in international business, why not take if in the 
beart of Europe? 

We offer an intensive, twelve-month, full-time programme, in English, 
to graduates with at east three years’ professional experience. 

Our faculty is drawn from ten different countries. 

And our location in the centre of Paris helps attract participants from 
alloverthe word, —— ER 

The melting pot that results wil Give you a new vision of Europe asa 
single entity. — MEM | 2 

oP just the perspective, in fact, that employers are crying out for 


For further information contact: 


EMIB ADMISSIONS OFFICE, E 
EAP - ÉCOLE EUROPÉENNE DES AFFAIRES: 
_. 108 BOULEVARD MALESHERBES, - 

., 78017 PARIS 










ON PROPERTY RENTALS. Relocat- Meet 
ing? Tired of living in hotel bedrooms? Our LONDON 
magnificent property occupies a prestigious TORY 
Jarkside location and is an ideal residence for Fulham SWG 
executives at senior level (one to two persons) TO LET 
avallabie at £385 per week for long-term fet. Famil DE . | 
A aba : : y home in quiet street, to let six months to 
Company let an — Missio pa three years. Three bedrooms, double reception 
pie i ty Fully equipped. £300 per week negotiable. Tel: 
on Estates, on 44-1-938 2558. Fax Edward Burness 01-385 1786 or contact Mr W. 
3021. Each office is independently f Daniels at The Chambers, Chelsea Harbour, 
d operated. London SW10 OXF. Tel: 01-352 4556. 



























FRENCH 66 IN PR 


The advantages of the "CER; 
| with residential cours 

ü 1. Intensive study (Minimum 38 lessons per week 
2. Plus the constant practice of what you hz 

from 8 a.m. to 10 p.m., with teachers constan 
times, breaks and in the evenings. 
3. A total of 66 hours per week of full immers 
Ceran is a top class school for leaders in bi 
and government. Our clients since 1975 
Canon, Deutsche Bank, Dow Corning, E i 
man Foreign Office, Honeywell, Lufthansa 
Benz, NATO, Philips, SHAPE, Siemens, Toyo 
We also run holiday courses in French for y: 


































































CERAN LANGUES PROVENCE for ful information, write in he frst instance fa Ceran Ardennes: 
CERAN ARDENNES - 180. Avenue du Chateau, Nivezé, 8-4880 Spa, Belgiur 
i n Tel: (432)87/87 71 64 «Fax (*32)87/77 36 29- Telex 49650 ceran b 
4 in U.S.A, : Languagency - Tel: (203)287-1699 - Fax (203)284-1827. 





Strategies, Tactics 
and Behaviours for 
Achieving Agreement . 
A series of intensive 4-day interactive — — 
skill development programmes to be — ` 
held in the UK, Belgium, France and > 
Switzerland in June, August, September, - 
October and November 1989 2 
Leaders: E 
Andrew Gottschalk, Mike Hartley-Brewer . - 
















Please send me details of The Complete Negotiator l 
To: Pauline Tracey, Programmes Administrator, Curzon Learning, Curzon House 
20-24 Lonsdale Road, London NW6 GRD, England. Telephone (0)1-328 0161 






CECT LN AIRE RIDE REI ne POE RET 





COMIN osana ieu 
Address 
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patent AA Re ree rh A SA ay 


A tH Perrier rens AY iTA ieii nr rmm tA a he este MPH dn bes bete rri gei 






AUTHORS -. invited to — submit 
manuscripts, all types. (including po- 

ems), for book publication. Heasonable 

terms. Stockwell; Dept 75, lifracombe, 
Devon, UK (Est 1898). 













CASTLES IN THE SKY 
— ot villas in the vineyard. The best city or country 
rentals all over ITALY. American specialist based in 
INTERNATIONAL SERVICES 
Via Crispi 64, 00187 Rome, Haly 
(011-39-6) 474-6439 — 
In US 201/783-8825 or 201/226-3075 | 


"Chartered Accountant (40), MBA, fluent 
French, based London, 12 years' success 
;án international financial and general 
“management, including 10 years’ con- 
'tinental Europe seeks opportunity. 

“All replies acknowledged. Reply Box 
3646, The Economist Newspaper Ltd, 25 
St James's Street, London SW1A 1HG. 











Obtain US immigration through pur- 

chase of secured and well-rewarding 

real estate or opening of American . 

branch companies, etc. ALL MATTERS 
HANDLED BY A LICENSED US ATTOR- 

|. NEY/PhD ECONOMIST. | 

Contact Edward P. Gallagher, Attor- 

| ney-at-Law, PO Box 70302, Washing- 
ton, DC 20088 USA. Tel: (301) 299- 

7269. Fax: (301) 983-3439. 


COBURG HOTEL 
129 Bayswater Road, 
Hyde Park, 

London W2 4R] 
Telex: 268235 COBURG 

Fax: 01-229 0557 
Single: £55.00 incl VAT 
Double/Twin: £77.00 incl VAT 
. Extra Single: £15.00 incl VAT 
Facing Hyde Park. Traditional 

hotel with all amenities. 

English breakfast included. 









































































HOW TO LEGALLY OBTAIN A 
. SECOND FOREIGN PASSPORT 
With a second. passport you can have - 
more freedom, enjoy greater security 
ind save a fortune in taxes. 
clusive Special Report-—examines 
ver 40 countries, reveals how to get à 
second passport legally, easily, quickly 
and cheaply. Fully revised and updated, 
4th edition—OUT NOW! Satisfaction 
giver or your money back. 
£50 (US$90) or further details from: 
Scope Books (UK) Ltd, 

G Murray Road, 
Portsmouth POS 9JL, UK. 
Credit card orders by phone or 

' fax accepted. Phone: (0705) 
597440. Fax: (0705) 591975 





























Center for International Food 
and Agricultural Policy 
University of Minnesota 


| -. $2000 Policy Article Prize 

| "The Center announces its first annual international food and 
"agricultural policy article competition. $2000.00 will be 
iwarded to the author of an article, in a professional or pop- 

ilar publication, which best advances understanding of an in- 

ernational food, agricultural, or environmental policy issue. 
1e Center is a multidisciplinary research and education ef- 

-fort involving over 25 faculty. Program areas include com- 

_modities and trade; agricultural research; economic devel- 

- opment; and natural resources and the environment. 

Interested persons should submit any article published dur- 

calendar year 1988. The deadline is June 1, 1989; a 

"winner will be announced September 1. The winner will be 

_ expected to make a seminar presentation at the University of 

Minnesota, with all expenses paid. Submit article or requests 

` for information to: C. Ford Runge, Director, Center for Inter- 

"national Food and Agricultural Policy, 332 Classroom-Office 

Building, 1994 Buford Avenue, St. Paul, MN 55108, USA. 

me Graduate Study Fellowship 

~The Center also announces a new fellowship in interna- 

- tional food and agricultural policy for outstanding students 
entering the PhD program in agricultural and applied eco- 
nomics. The four-year fellowship includes a generous 

stipend and tuition waiver, plus a $2000.00 dissertation re- 

search travel grant. Information can be obtained from: 

Director of Graduate Studies, eee gricultural & 

Applied Economics, 231 Classroom-Office Building, 1994 

Buford Ave, St. Paul, MN 55108, USA. 
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PORT. 3rd edition, 32 countries ana- 
lysed. Detaiis, WMA, Suite 550, 43. 
Lyndhurst Terrace, Hong Kong. Telex 
75355. Fax 5-8541695. - S | 





OVERSEAS POSITIONS. Hundreds of. 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P. 
3C7. 














"o SUN 
Za Place, London FHS 
* Laaury Semsuced Suites E 
Londen: Œ SA menica : ff 
04-997 6497 (301) 522 OOMS 
: 
— 



















US REAL ESTATE 
CONSULTANT 
in the US «since 19791 will assist you in 
your US real estate ventures. We can give 
vou the edge with INFORMATION, 
Fiduciary and Consulting Services, Evaloa- — 
tions, Analyses, Financing, joint Ventures, ^ 
Tax Planning, Immigration, Workouts. 
SWISS CONSULTANT GROUP (USA) 


























Sarah Hodge Recruitment Consultants ii 
| Need a Top Secretary? | 


Call (01434-0030 
| 215-217 Oxford St London W1R 1AH 






CLABON MEWS, SW1 


For sale with UK Bank Guarantee, fine reno- | 
vated property, recently restored by American 
owner. Two bedrooms, two bathrooms, dou- 
ble reception, garage. Lease 36 years. | 
Price £430,000. Subject to Contract. 
| The egere will receive the sum of 
US$250,000 on expiration of the lease by way | 
| of a UK bank guarantee. The property during 
this period of time may be soid with the 
purchaser stili retaining the benefit of this 
surm in later years. 


All enquiries to: 


ee 
IDS 


comets Weer 


David Simpson & Co 
Surveyors, Valuers & 
23 Bentinck Street, 
London W1M SAL. 
Tel: 01-935 2175. 







| DIPLOMAT HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
|. Tek 01-235 1544. 
Telex: 926679 DIPLM TG — 
Fax: 01-235 t544 
in Exclusive | avia, within walk- 
ing distance of Harrods. Provides | 
unsurpassed opportunity for super - 








breakfast at exceptional value. 
Single: £49.95 + VAT 


_ [COMING TO PARIS? 


(E sheet any rates. Len gea eae aini 
, Telephone Paris 43253509, Fax Paris | 


| Rue des Ursulines, 75005 Paris. 


Fax 001 813 254.0013 for free brochure |. alk 


accommodation and full English . | 


Double/Twin: £64.95 + VAT | 
Extra single: £19.95 + VAT |. 





HOW TO GET A SECOND PASS- 2ND PASSPORT/DR LICENCES. Any: 


country, various reports on how to. 


obtain them. INI, 26 Kleomenous, Ath- 


ens 10675, Greece. 





iE. Tailor-made quality 
m i for a fixed, pre- 












' arranged fee. Paris/UK based. K. C. 


e33 1 43 20 06 19 





tomised for maximum security. Ideal for 


laptops and mainframes. Cryptek, 808 


- Post Street, Suite 915, San Francisco, 














Stay in a furnished flat, One to four rooms 
plus bathroom and kitchen. Weekly or 


. or write PAA Housing 




















ALL DISCOUNT BROKERS 

 . - ARE NOT ALIKE! 

Muriel Siebert tailors rates to your needs. 

§ Example: 1000 shrs @ 5e, 2000 to 4999 sirs 
n Œ ág, 5000 + shits Gi € OTC 3e. 5000 * 

















| Well sited for theatres, business and late night 
shopping. Individually furnished studio and: 
one bedroom apartments for rental from £220 
| to $550 per week Minimum stay one month. 
Letüng Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX. 
Tei: 01-584 8317. 
Telex: 916358 NGHLDNG 
Fax: 01-823 7133 














LONDON 


South Kensington 
Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 
| Resident manager, direct dial telephones, 

video security and colour TV. Weekly 
rates fram: £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-823 8325. FAX 
01-225 0280. TELEX 893095. 
















number eight— 
hotel —.— 


8 Emperor's Gate 
South Kensington 
.  iondonSW74HH — — 
Tel: 01-370 7516. Telex: 925975 
. GÁTE G. Fax: 373 3163 
tlegant bed and breakfast hotel with pri- 
vate facilities and bullet English breakfast. 
four mins walk from Gloucester Koad 
Underground station. | 
Single from. 
Double/Twin from 
|] Suite dor 3) from. 
Extra poron. 


£49.95 VAT 
| £55,958 VAT 
.  £B80:0O0- VAT 
occi E14. 9s VAT 












! dame: at annual rate 
5 industrial production GNP/GDP retail sales [volume] unemployment % rate 
3mthst — 1year 3mthst — t year 3 mthst 1 year latest year ago 





alas index deflated by CPI. 
nmr aliia 
PRICES AND WAGES In ail the 13 countries in the table, 12-month rates of consumer-price inflation 
are now higher than a year ago. New figures for Britain show its inflation rate rising from 7.5% in 
January to 7.8% in February—the highest rate since August 1982, and the highest rate in the table. 
Wholesale prices rose by 6.496 in Australia in the year to December; in Belgium wholesale prices 
increased by only 0.496 in the same e 12 months. 











% change at annual rate | 
consumer prices* wholesale prices* wages/earningst 

3 mthst 1 year 3 mihst — Ld year , 3mthst tyear 
Australia — — — t 86 XL? Nw At 84 9e EH 99 Aw 
Belgium — — 431 _ +26 re ^4 -—10  t04w ^ ^3. *59 ^ 22m — 
Canada —— —  * 36 +46 te — — 4 30 +29 č d 77 RAD Wt 
France — &— à 4028 »— +34 &«— ti22 .« ^*75« ^, 32 ^ *3930 - 
W.G $59 . * 26 te ... 35 —. $325. — 44 E 
Holland — -— 21 40959 OOOO + 27 + 3.4 bec + 05 + 0.9 as 
Hay Bt BU BA 4+ 54 w" 
Japan — — OF OF OT ree BB ST n 
Span +63 OR EAS 8D BR 70 ee 
Sweden + 64 + 6.6 Feb _. +83 + 84 sai + 92 + B9 met — — 
Switzerland £40 +23 m + 54 — +47 am + 2.0 + 32 0° 
UK + 65 + 78 m + 54 + §.2 feb +16.1 + 90 Jas 





——— PEE ALL RANA RAR, A A ed 








k rly wage rates in manufacturing except Australia, weekly earnings; Japan, and raid: monthly earnings; Belgium, Canada, Sweden and USA, hourty 
Wings, MK, monthly earnings for all employees. 


BI LATIN AMERICAN INCOMES The chart 
shows how GDP per head in the economies of - 
Central and South America has changed 
over the past two decades relative to the 
average for rich industrial countries. In all 
but three countries the income gap has 
widened. The exceptions are Brazil, where 
average income rose from 12% of the OECD - 
-average in 1970 to 15% in 1987, Paraguay - 
- and Ecuador. Average GDP per person for the 
whole region rose from 16% of the oEcp's in 
1970 to 18% in 1980, but since the onset of 
‘the debt crisis, the ratio has sunk to 14%. 
: Argentina has fared particularly badly: its 
-income per head has fallen from 27% of the 
“tich countries’ average in 1970 to 1796 in 
1987. Venezuela's has dropped by even 
more, from 43% to 26%. 
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1985-100 % change on — 
Mar21 Mar 28} one one. 
VRAT month — year 

Dollar index r 

All tems 1503 1481 ~ 26 — 10. | 

Food BS 1142. — 25 * 80^. 

industrials | 

LAH — 1819. 1818 — — 27 -— 59 

.Ntaif — 1391 — 1387 +18 -— 63 

Metas  — — 2122 .— 2124 ~ 47 -— 5 7 

Sterling index: i; i 

All tems o oo 1119 1124 +05 t97. 

. Food — 883 867 +986 +197. 
industrials 

AL 1.1858. 1380 * 04 + 49. 

Nat  — 1036 — 1053 +51 4 38 

.Metais — — 1581 ^à— 1612 = 16 -t 44 

SDR index 

All items — — 1173 . 1161  — 07 -* 57 . 

Food 925 895  -— 05 +153 

industrials 

LAR 34189 1425 — — 07  * 05 

 ,Nfaif 1085 — 1087  - 39 - 01 

, Metals 1656 166.5 — 29 OI 

$ per oz 39300 38775 t02 —148 

Crude oil North Sea Brent 

$ per barrel 19.35 1945 +13.7 +243. 


5 Footnotes applicable to ali tables. AH figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available, 






with funds i M$900m ($ | 
proceeds from the sale of 350, 
rubber from the INRO stockpile sine 
ber 1987. Members must now decid: 
er to pass the money on to thi 
agreement or distribute it. The rubber we 
sold to keep prices below the agreeme 
ceiling of 270 Malaysian/Singapore cents a 
kilo. Prices have now slipped to 232 Malay 
sian/Singapore cents a kilo, partly as a 
result of a surplus of latex following the 
expansion of production capacity in Mal lay- 
sia last year. 
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f Provisional fi Non-food agriculturals 












WI EAST EUROPEAN DEBT The total exter- | WORLD BOURSES Tokyo rose 2.1% during the week; Wall Sreet was up just 0.4%. Since the start. 
nal debt of East European countries fell | ofthe year, Wall Street has gained 4.9%, Tokyo only 0.6% (in dollar terms). Milan, this week's star 
slightly last year, from $131 billion to $129 | performer, rose 2.3%, but it is still 3396 below its peak. : : ar 






















billion. The drop was mainly accounted for | Stock price indices % Change on - M 

by Poland, whose debt fell in dollar terms for Mar 28 1989 "oM o. d» record — —— 31/12/88 —— 
the first year since the debt crisis broke, and high low week year high  inlocat AR 
by Romania, which conanues -repay Mo nda ^v ue ee pi e "CET SO NEC Cee ne T 
debt at all costs. Romania's gross debt-to- Belgium 56560 58340 55193 3 01 4 166 ^— ài Fi 35 vu 
exports ratio has fallen from 157% in 1982 | Canada ^ 35608 ^ ^ 35961 ^ ^ 3 3505 — — 05 + 81  -134 “+56 456 . 
to 60% last year. Debt-service ratios (inter- | France ^ ^ ^ 4429 ^ as ^ ^ 4 179 ^15 +552 —-— 38. +66 +09 


est and principal repayments as a percent- | W.Germany 16331 17056 15957 4 0i 4 189  -—283  -— 11  -— 75 


age of exports) have edged up in several | Holland - -1823 1836 1667 +07 +243  — 8.8 #100 + 3.0 E 
East European economies in the past couple ice 43s: 5040... 92190. e08( 5 08... oe) ee) ee a 3 
of years. Interest rates and principal repay- japan an ERE ee E 23 
ment ri | eh I on MEM ec 05. Af eo Oe ee METUS 
que eae Epor ove eed Singapore 1188.5 1188.5 1030.7 +114 +203 —-211 4144 4189 

lacklustre. Nevertheless ratios remain below South iiia ^ 24218 aR ea RAOUL eee aie 


their early 1980s levels everywhere except in 
Hungary and Bulgaria. Poland's debt-service 
ratio has more than halved since 1981, but 
ayments still absorbed a hefty 6896 of its 
xports last year. 


















MONEY AND INTEREST RATES Short-term interest rates in America and Britain were 
unchanged during the week. Canadian banks increased their prime-lending rate to 13.5%. 
month rate of growth of Spain's broad money supply quickened to 11.8% in February. 


Money supply | Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad} Overnight 3 months Prime Deposits — Gov't Corporate. Deposits. Bonds 

[M1] lending 3months long-term 3months — 
Australia +145 — 4203 a  1615** 1752'* 1875" 1725" 13.63°* 1463°* 1703 1831 
Belgium +12 +660 530 820 . 1075 800 820 855 825 813 
Canada + 40 4110 ræ 11.75 1235 1350 | 1225 1053 1119 1213 1215 
Frane +43 +70 x 850 X888 960 800 ^ 90! ^ 952 ^ 894 ^ 935 
W. Germany +116 — 69 m 500 ^ 658 725 596 708 709 83! 673. 


aneen immeinen miannan m m a i e mg maa aa Arr ae NHANH rr e ER 
MT HUMUM T matan animnm AN Permet at APA I eim Ari Aa ISP eee rare aai NAR rr a IN errare hay i rH A a AH 
mann: atirei inmensa anin INAAMIN I Um ne HH rer nati e P AEEA AA e rrenan SAY AAAA damen EY Nr rere rd TTA AIR PAPA Arar i MA ATTI 
P tire inser nga m re vmm mia a SA HM ESI RANA ITI TT TUTTI HIHUT TNI minae Mn e AH rrr mene ata ta at ih rr rre Aga ttr a ais fd UB rro rrr NA A/T Pe Are HA ert erri a E MM iR La AAN 
LLL ntm tH teh be at i IM mma sa a rer tora PE aaa oorr mar a A rrr APP PANC AUD 
mL Ht i tte t rer iege DU Pim ors a PP A Per t a NAM raa nq. i er E am a a aA rrr rra E 


Fre THU m niti enema eae tA thierry P errem AA PSI TM IM ut d deren A i m a A tr 


TUTTI TET Hm nene mem mma tem en a e mA a ea a NS A ri AP RARI rm RA aA AM 

















trade balance? current- trade-weightedti currency units per $ currency units 
$bn account exchange rate 
latest latest 12 balance $bn 
: month months latest 12 mths latest year ago latest year ago | per£  perSDR  perecu | 
Australia ~ Q23 hm - 18 ~ 119 rn ^. pa d 122 1: | 208 158 134 35 


? MCCKPGAECCCEQ O quM CS MON CP MUI DM CM DM WEM E DC P MM Ee er teen pan ll lt NEN IDE e mtra ce NE oe gt ne 


HN USE QU CEDE MMEMMMMMMECMCM DM DM RPM nA TUAM hrs UTE RR RNV E MAR CREER REOR indi 


TTA, ETUDIANT HH ea tee itr erret e rer EN a e rir E PA Re AL 


Franc 207079 m = 81. - 250 995 1019 6.40 5.63 108 830 704 254 ENG 


Mrrnmpertreme e n rnit tenant a Sr rer ttt t PRIN mr etae nam a M x rS tt te A A A ARN UU RAP er 


| W.Germany + 741 « 1 742 ^ 3 845 1126 1157 190 — 166 320 246 208 549 64 


ae TT m mamma SPEI Nar hm mahana tet Hs rrr retia A HA rk rrr t APTA LA MM rara apa ASA HA Arr ra AA i re 
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| Swit | L..* 64 w — M54 145 ^ 105 13] 279 214 182 3208 - 
UK — 38 te = 388 77 — 981 sa 958. 964 050 osa ^ —  ÓyT oes ^ "dip ag 
USA .— 949 m M93 ————1953 w .. . 686 . 637 —  — ye "11 gi 
| tAustalia, France, Canada, Japan, UK and USA imports fab, exports foo. Al others iol #4 Bank of England index 1585 = 100 New seres HI Exclading gold "ec 77 VR 
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Little wonder our cars 
are exciting to drive. 





A Saab Turbos sheer power shrinks 
the mileage and stretches the 
imagination. 

These front-wheel drive cars el 
lor tle sslv swee p the curves, tlatte n 


the hills and calmly move the needle 


p the speedometer. This renowned 
p. rformance not only makes driv ing 
more pleasurable, it also makes it 
safer, 


The 16-valve turbi charged engine 


with APC e ngine manage ment, 
intercooler and Saab Direct Ignition 
system* * de ve lops an impre ssive 2 73 
Nm torque. This enables you to 
surge past traffic and acce erate out 
of trouble without havi ing to shift 
down. 

Ac ording to a test conducted by 
Ge rmany 's Auto, Motor und Sport, 

Saab's engine provides the best 

5th- gear 60—120 km/h performance 
in its class. 


* Our ur ique Saa ib Direct gni ion system is fitted on 
the S ‘ab QN 00 ( D and Saab 9000 Turbo 16 on some 
markets 


A Saab Turbo is distinguished as 
much for its handling « haved teristics 
as for its sheer powe F 

And for its driving comfort 
svstems. All instruments and 
controls are in vour natural field of 
vision and reach: it's the type of 
ergonomics we built into our super- 
sonic aircraft. 

The firm chassis and large, well- 
appointed interior makes a Saab 
Turbo as pleasurable to travel in as it 
is to drive. 

Our long distance cruisers combine 
power, panac he and practic ality. 

With the type of individuality and 
man-machine interaction that fires the 
imagination. And makes driving 
exciting. i 

Excitement that you can sample for 
yourself by test driving the Saab Turbo 
of your choice at your nearest Saab 
de alership. 





The golden rulethat all businessislocalis 
valid as far as it goes - but it's only half the 
story. The whole truth is that if you're a multi- 
national company and want to succeed in 
employee benefit planning, you have to think 
. -in global terms. For that you need an inter- 
i national Network, and that's where SWISS 
LIFE and its Network Partners come in. 

We alone offer the Swiss Life Feeling that 
makes so much of a difference: typically Swiss 
expertise in insurance and money manage- 
ment. Plus a unique combination of innovative 
ideas and secure investment policies. Prag- 

matic, dependable and perfectionist. Right 
 downto the last detail. Right around the world. 
















Contact Swiss Life's Zurich hea dquarters 
or your local Swiss Life Network Partner 
today. The Swiss Life Feeling means you know 
you can count on getting the most advanced 
employee benefit plans. And not just locally. 

A really great feeling, wouldn't. you : 


agree? 






THE RIGHT DECISION 












Head Office: Swiss Life, General Guisan-Quai 40, 8022 Zurich/Switzerland, Telephone 41 1/206 57 97, Telefax 41 1/201 29 77; Argentina: Sud 
Atlantica; Australia: Colonial mutual; Austria: Wiener Stüdtische; Belgium: ZwitserLeven/A.G. Suisses (Swiss Life); Brazil: lochpe 
Seguradora, Canada: Canada Life; Chile: Renta Nacional; Colombia: Seguros Bolivar; Denmark: PFA Pension/ Statsanstalten; Finland: 
Umarinen; France: Société suisse (Swiss Life); Germany: Schweizerische Rentenanstalt (Swiss Life); Greece: Laiki; Hong Kong: Jardine 


Life; Ireland: Irish Life; Italy: Swiss Life (Italia); Japan: Meiji Mutual Life; Korea: Korea Life; Luxembourg: Swiss Life (Luxembourg); ^. 


Malaysia: Asia Life; Mexico: La Comercial; Netherlands; ZwitserLeven (Swiss Life); New Zealand: Colonial mutual; Norway: NKP 
Forsikring; Philippines: Lincoln Philippine Life; Portugal: Victoria; Singapore: Asia Life; South Africa: Southern Life; Spain: Swiss Life - 
(Espana); Sweden: Trygg-Hansa; Taiwan: Kuo Hua Life; Thailand: Bangkok Life; United Kingdom: Swiss Life; USA: Swiss Life North | 
American Services (Advisory Service) / Equicor / The Guardian; Venezuela: La Metropolitana. ieri 








KAMPUCHEA’S CONUNDRUM — ress 
JAPAN AS PLANEMAKER page 79 
THE GARBAGE BUSINESS pages 25-28 
Ms WONDROUS WHALES »/ pages 105-108 
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Pre-flight check. Kai Tak Airport, Hong Kong. 


ARRIVE IN BETTER SHAPE. Because take-off is 
prompt and touch-down is precise. 

Because with a tough schedule ahead rest assured your 
luggage isn't left behind. 

Because only Cathay Pacific reconciles your needs as a 


traveller with your demands as a business person. 








The Swire Group P4 
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Arrive in better shape 


CATHAY PACIFIC am 


ending International Parcels And Documents UPS 


Is As Good As Taking Them There Yourself 














e By One 


Ain ine can deliver parcels But at UPS we bring a unique dedication to this task 
Because while we are usually the most economical. one thing 
that really matters to us is our reputation for being the most trusted 
A trust shared by every one of the Fortune US 500 
We have earned this reputation by performing our simple task with a passion 
By recognising that in our business success is measured 
one delivery at a time 
The UPS network now extends throughout Europe 
the Pacific, Australia and North America 
However, even including 600 million addresses in China. 
we cannot claim to be the best known international delivery service. Yet 
But whatever happens, the strength of UPS will always be our service 


Not our size 


= 


United Parcel Service 
As sure as taking it there yourself 


For further information call Australia: Rohlig Australia Pty Ltd * Tel 662-4099 Brunei: lavapuri (B) Sdn Bhd * lel (673-2) 20119/23664 China, People's Republic of: China National 
Foreign Trade Transportation Corp * Tel 831-2928. 831-3181 Hong Kong: UPS- 


Tel 3.345402 Indonesia: PT Global Putra Indonesia* Tel 351424 1805702-343946-356314 Japan: UPS 
Yamato Express Service Co , Ltd * Tel Ichikawa (0473) 27-6121 Korea: Korea Ltd Airfreight * Tel (02) 693-4419, (02) 690-2488 Macau: United Parcel Service* Tel 3.345402 Malaysia 
United Parcel Service * Tel. 03-255-2566 New Zealand: FLI CARGO (N Z } Ltd * Tel (09) 275 1009 Papua New Guinea: RLC Robert Laurie Co Pry Ltd * Tel 675251511 Philippines 





DelBros, Inc + Tel. 472241 Singapore: LIPS * Tel 542.5151 Taiwan: LIPS * Tel. 7170580 Thailand: UPS + Tel. 511-4881 


E Trademark and service mark of United Parcel Service of Americ à. Inc. of USA 
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How to help Eastern Europe 
Russia's grip loosens, page 1: 












6 M; ri Melun on trial 
:36 The boat people undeterred 
36 China’ E Suc collection B dia 









/— AMERICAN SURVEY | 
41 Social security's funny mathematics 
42 Homeless missiles 
| 45 Airport-security double standard 
<i. 46-AnLAsmogcure —— 
| 46 Hiding assets from lawyers 
1.47 Drugwar profiteers — — 
-| 47 Campaigning in Ireland 
| 47 Virgin Islands vexation 
E Housing discrimination 








2's birthday fiasco — 

ntine economy loses its minders 
aiti: Coupsters and cocaine = 
|. Gorbachev meets Castro - 


55 Shamir meets Bush 
36 Iraq tries an election 








| 58 New oundland. Union at 40 
EU ROPE 


















[9 Buying Tis; sensi Mitteleiropa 
SES ia ign policy finds its own. voice 
r E Turkey's row over its presidencto-be | | 
él: End of a Basque truce : 
62 Greenlanders’ will to die 
4| 62 Drugs and Italy’s Radicals - 
64 The social dimension of 1992 





(x. BRIT AIN 
69. Harrods: Lord Young's unfinished business 
70 A green seminar for ministers 
"A Harrods: One journalist's tale 
<12 Raising rates of return 
12. Precarious local councils 
How Haringey set its rate 
Reo anising official statistics 
bolishing slavery _ 
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BUSINESS, FINANCE AND SCIENCE. 
THE GARBAGE INDUSTRY 


| 25 Where there’ s muck there's high technology 


1 BUSINESS THIS WEEK 


BUSINESS 
19 The aerospace industry takes off 
80 Japan tries to fly, again 
80 West Germany's new lord of the sky 


. 83 Economics focus: The IMF's crystal ball 


84 France's state capitalists 

85 OPEC's false spring 

85 Reforming world trade 

86 Why bigger is better in drugs 
86 Detroit re-invents the wheel 
87 Partners in car parts 


FINANCE 
89 America's mortgage-securities mayhem 
90 Brady's debt plan becomes foggier — 
93 Market focus: The Economist $ currency poll 
94 Japan's farmers’ bank ploughs overseas 


.94 Onewen coins make an unwelcome come-back 


96 Madrid's Big Bang 
98 London' 's boom in tailor-made options —— 
100 British auditors turned merchant bankers - 


SCIENCE AND TECHNOLOGY 


105 Whales: Four pages on the wonders of the deep 


-> ECONOMIC AND FINANCIAL INDICATORS | 
127 Output, jobs, prices, commodities, bourses, in- 
.  terest rates, trade, currencies, plus a closer look | 

at the Swedish economy and foteign-exchange 


reserves 


BOOKS AND ARTS 
113 Mrs Thatcher's certainties 
114 How the richest live 
114 Oreen lessons from the Middle Ages 
115 Peary and the Pole 


.. 115 Solzhenitsyn: Almost there 


116 Fine art versus film 
116 Under Christo's umbrellas 


6 On South Korea, Giscard’s diamonds, British 
Coal, street cleaning, division of labour, the 
Bordes sex scandal 








| Poland's new order, page 59.- 









| Kampuchea’ s fear » 


The killing fields after’ 
withdraws, page 33. Prec : 


7 Japanese. pat. | 
‘bean grounc ed, pe ie 





























sailor, single pare 
To pages 105- 10 ; 










Hungary's old empress, page 6 
and foreign adventures, page 











Afghanistan, page 35. 






Oily Al aska E 
Means take more care, not 
oil, page 16. 


Namibian fiasco 
UN peacekeepers should hav 
been able to stop it, page 20; 
could not, page 51. How the 
Gulf peacekeepers fare, page 56. 


Picking the numbei 
The outlook for the work 
omy, page 83. Our first 
poll, page 33. : 






























cience obscured your analysis of 
d Korea's economy (March 
t 

I believe their statistics failed 
o identify the core philosophy 
hat has guided South Korea in 
ts vibrant growth. Of the 60 
‘countries in which our firm has 
laboured, no other so possesses 
he "global village” mentality. 

In a heavily controlled econ- 
my without the discipline of 
arger domestic markets, third- 


vers of the global village to send 
juired market ae 
In 1984 we installed a french- 
ry factory near Seoul. Although 
was basically hand operated 
output was limited, anxious 
vernment officials continually 
sked “But how will this rods 
palpate in Japan?" 





Northwest Business 
& Consulting 


oscow, 





Giscard’s diamonds. 


StR—] was quite amused by Mr 
F.L. Copperman’s letter (Febru- 
ary 18th). The former British 
honorary consul (and ex-direc- 


xtter of Mr Valéry. Giscard 
Estaing's diamonds—ten years 


emory both. for figures and 
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-SIR—Practitioners of the disiial 


vorld countries such as South. 
orea must rely on other mem- 


‘Larry GRUPP 


tor of the Central African Na- 
ional Diamond Exchange) does _ 
s the honour of bringing up the. 


fter the affair. But the honorary. 
nsul seems to have a faulty 


MILD ————ASPUDPRRPURPPPRPRRPPAN 


- 
TE EE ER E N L1 A$196 
(—  —— ——— — Li JY¥26,000 
PPP EAERKTRATERR ETON SE ATES PERE REEL PEON OLED 4 US$1 34 


"Return indeliveráble ma 


carats. 

On October 10 1979, Le Ca- 
nard Enchainé published a docu- 
ment showing that Mr Giscard 
d'Estaing had been presented six 
years earlier (1973) with a set of 
diamonds totalling 30 carats. As 
we wrote, the diamonds were 
not of the finest quality. At our 
request, several experts never- 
theless estimated that they were 
worth FFr500,000 in 1973 
money, or FFrlm in 1979. 

Emperor Bokassa's secretary, 
Mrs Dimitri, whose name ap- 
peared on the said document, 
confirmed its authenticity (in 
the French weekly, Le Point). 





CLAUDE ANGELI 

Editor 

Paris Le Canard Enchainé 
British Coal 


Sirn—In “From Scargill to stock- 
market" (March 25th), you in- 
correctly label us as a near-mo- 
nopoly supplier to the electricity 
industry. Throughout my busi- 
ness career | have never experi- 
enced more competitive market 
conditions than the daunting 
ones British Coal continues to 
face. It is irresponsible to be dis- 
missive about this intense com- 
petition from oil, gas, nuclear 
power (to be subsidised after 
privatisation) and, most of all, 
from imported coal. 

If British Coal has monopoly 


influence over markets, would 


we have reduced coal prices in 
real terms since 1986, at a cost to 
us this year alone of more than 


£700m? We have been forced to 


MEER Ere e E III READ TERI E 9$9992e4e4o9? 44 422400064609 


EE SUBSCRIPTION COUPON 
| The Economist Newspaper Limited — — 

2 Jurong Port Road, Singapore 2261, Republic of Singapore 

Registered in London 236383. Registered Office 25 $1 James's Street SWIA 1HG 
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x issue the last week in December and the first week in January) by The Economist N 
imes. Jurong, 2 Jurong Port Road, Singay 
paper Lid. ;R x native e Office, £ Jung: Port 


the Central Electricity Generar Pas. 


ing Board and other major cus 
tomers. If we had been able toin- | 


crease our prices in line with 
inflation, like the average British 
company, we would now be mak- 
ing an operating profit of well 
over £1 billion. 

Also, the coal import price 
comparison you make is for mar- 


ginally priced spot cargoes, not - 


for bulk business—and you 

overlook the fact that the ceca 
has been able to buy from us at 
least 12m tonnes of coal a year at 


world prices. In the past year it. 


would have had great difficulty 
in acquiring anything like mi 
quantity overseas, let alone ex- 


ceeding this threshold, before it 


would benefit at all. 

The realities of the bunnen 
are in stark contrast to your 
prospect of allowing British Coal 

"to plod on in one uncompeti- 
tive lump.. Yet another 
coal- industry y year is ending with 
a further 1596 improvement in 
mining productivity, making a 
total of 7596 in three-and-a-half 


years. 





RosERT HASLAM 

Chairman 

London British Coal 
Green and grubby land 


Si&— The French may well be 
less slovenly than the British 
(March 25th), but I feel I must 
point out that Baudelaire's ob- 
servations on pavement washing 
refer not to Paris, but to Brus- 


sels—which remains to this day 


a source of many a sweeping 
statement. 


Sutton Coldfield, 


West Midlands R. Wooosouse : 





Adam Smith, QC 


Sin—The British obsit " 


used to be different from those 
of North America because of its 
insistence on single capacity 
(jobber or broker, but not both), 
just as the British courts were dif- 
ferent from those of North 
America by the same insistence 


gued strongly for the abolition of 


this difference in the stockmark- 


et, just as you have argued for its 


abolition in the courts, and in 


1986, in the Big Bang, you pre- 
vailed. You now acknowledge 


your mistake (February Ith) | 


and advocate the return of sit 


on single capacity (barrister ot d oko 1 Guimites Belgium, nmar 


solicitor, but not both). You ar- 


once. n Ris dur ‘Kole E 


— from their own mistakes. Wha 


epithet would he apply to those: 
who don't? And what would 
Adam Smith make of an econo« 
mist who argued against the divi- 


sion of labour?... 


Calan, a 





~ RONALD CANTLIE. 





M courtesy - 


Sik—In your account of ché 


Bordes sex scandal (March: 
18th), you give the names of the 
politicians involved, but you do 





not identify the two editors. 
That might have reflected on the 
exigencies of space in your pa- 
per. It does, however, feed a sus- 
picion of a selective respect for 
the rights of privacy, or a com- 
radely: overdose: of professi gih 


courtesy. 
Waan \gton Ham L v 




















A comprehensive guide to rus | 

economies of the region. in over 400 

, this two v gives a 
complete verview | of the main issues 
affecting the Eur “Community in the 
lead 1p 5 1992 and beyond: it provides 
„specific insights into the 12 individual: 
of the member countries. 
























| ireland, Luxembourg, Netherlands, UK, 
{ West Germany. Volume I looks at 
| France, Greece, Italy, Portugal, Spain. 

| Price for both volumes: UK-& Europe £205; | 
| North America US$395; Rest of World £215. - 
| One volume; -UK & Europe £115; North 
À America. US$220; Bet of World £120. 
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This financial services group is among the largest, 1 
pros dee and influential in the world. At its g 
eadquarters in London, it has a core of professional strategy 
consultants including Economics teams known for then 
research, forecasting and markets evaluations. The need n is 




















to strengthen their capability to cope with the demands. 
analyses and advice to support decisions on business stra 
as covered are For 








and specific AE jects. Particular area . 8i 
Exchanges, C and Overseas Economies, Industi 
Commodities. — LM S 
The positions will report at senior levels and be of interes 
| dipipdam with quality economics degrees and experience 


usiness environment, preferably in relevant econ 


























team. T 
Please quote reference H14 
the latter position. 


An important career appointment. scope to move to a more Lig 
senior role and to become a General Manager in three to five years 


| BOGOTA-COLOMBIA — —  £32,000-£40,00 


PART OF A WELL ORGANISED MAJOR MULTI-NATIONAL INDUSTRIAL GROUP — 


| This vacancy calls for Accountants, ACA, ACCA, ACMA, aged 30-40, who have gained at least five years pract 
"industrial experience and at least two years heading the financial control. Some overseas expérience will be a defir 
advantage. The successful candidate will take responsibility through a team of 40, for the total financial cont 
involving the budgeting, forecasting, production of monthly management accounting information, the up-da 

systems and long range forecasting. The ability to make a significant contribution to the company's progress 

- | “setting priorities and meeting commercial deadlines is important. Remuneration negotiable, £32,000-£40,000 + 

<f- accommodation, non-contributory pension, free life assurance, removal expenses, childrens’ education allowances ; 

leave air passages. Applications in strict confidence under reference FCSS 179/E, to the Managing Director: | 


ACCOUNTANCY & LEGAL PROFESSIONS SELECTION LIMITED, 3 LONDON WALL BUILDINGS, 


~~ LONDON WALL, LONDON EC2M 5PJ. TELEPHONE: 01-588 3588 or 01-588 3576. — 
TELEX: 887374. FAX: 01-256 8501. Nt 























































x economic adjustment, debt and private investment 





















n responsibility for supervising supporting staff. 









professional staff would be an advantage. 















m 1989 to: 


_ Marlborough House, Pall Mall | 
London SW1Y SHY | | 
Telephone 01-839 3411, ext 8134, 8159 


"Many of our clients are striving | 
for strategic change in response to 
the advent of competition ona 
global scale, and to changes in 
industry structure, culture and 
management practices." 




















EARNING £35,000. 


Andersen Consulting: attrac ted me 

- because the scope of their practice is so 

. broad. They start with strategic analysis 

and go on to design, developand ` 

implement. the : system solutions they 

recommend. , | 

Andersen. Consulting has a reputation 

for id one. of the best. .. its a name 
mmands respet People listen. 

r consultants offer an” 
opinion because t wy dre impressed with 
the calibre of people who work here. 
One of on most c challenging _ 












É Commonwealth Secretariat 
SENIOR ECONOMICS OFFICERS 


(three posts) 


. The Economics Affairs Division engages in policy-oriented research and 
= advisory work and other activities to support the aims and objectives: of 
. Commonwealth Governments in the economic sphere. It prepares papers - 
- for and.services the meetings of Commonwealth Ministers of Finance, 
k Employment and Labour, as well as of Commonwealth expert groups 
investigating Commonwealth and global economic problems. 
. facilitates exchange ‘of information and experience. among member 

_ countries and, through seminars and other meetings, enables officials to 
discuss a variety of policy issues in such areas as commodities, trade, 


The appointed officers will assist in this work, functioning ides the - 
"Supervision of a Chief Economics Officer, and sometimes directly under 
. an Assistant Director and/or the Director of the Division. They will have | 


Applicants should be Commonwealth citizens with a good honours 
' degree, preferably a post-graduate qualification in Economics, and at 
< Jeast three years experience im economic work in an academic, official or. 
business position. Experience. in working with or directing the work of. 


Appointments will be initially . for three years. Salary range: £18,192. 
# re ,332 per annum, subject to deduction of UK Income Tax and National 
Insurance; overseas appointees will receive installation and relocation 
assistance. Further details supplied on request. Please send detailed CV 
quoting ref ON12/89 with names and addresses of three referees by 18 


Chief Personnel Officer, Common wealth Secretariat 
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It also 





areas. 
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assignments was implementing changes: 
in organisation structure, production and 
distribution strategies and management 
information systems within a 
multinational consumer products giant. 
We began by, establishing the ground 
rules — interviewing key information — 
users throughout the world to establish 
their precise needs. 

Then we put the company under the 
microscope. . . examining its organisation, 


. management style, production proc esses,. . 
- distribution methods and marketing =- 


strategies. l 
Finally, we produced detailed reports 


which pointed out the past problems, 


defined future priorities and recommended 
systems solutions which we then 


introduced. . | | " 
Implementation really is the acid test. 


Only when we press the button do we 
know lor certain that our ideas work in 
practice. Its a tense but very exhilarating 
moment. | 
During this project; | found myself 


Working with senior client management 
in London; New York and Europe. Lthink 
you learn fast and develop even faster at 
Andersen Consulting. 





* an aptitude for biesishess development. 


M 


: fenasement paun y M rite to 








Continuing growth and aa r requires MSA to ae additional - 
consultants with experience and Hie in ‘one or more of the following | 


* Industrial and Trade Policy | 

* Competition and Regulation... 

* Business Strategy Eit 

* Financial Sector NINE | 

* Econometrics, Modelling. and Quantitatin Economics ` 


In addition to a relevant degree those appointed will demonstrate: 


* a high standard of creativity and the ability t to think rigorously and 
to communicate effectively, 


* relevant experience in UK, Europe and the PPM countries and 278 
the willingness to work overseas on long and short term assignments; 


* fluency in a second major language dad PT French or Spanish | 











be made t the M uin: ent ona co p i and goin London 
POM ion TEE a oo 0 UTICA vitae. = | 


sultancy. chal lenges: 
n 1any w . Consultants 
rapid! Rae cd of IT, business 
and interpersonal skills. 

Professional development is a prior ity 








“at Arthur Andersen. For ional I've 


been to the fis rm s s internatie 5 











"hat san impressive - 
commitment to career i A 

I like the fact that Andersen Consulting —— 
promotes people on merit: Prospects Sagi EN | 
are dictated by individual achievement . 


for example, high flyers can become 


equity partners in their early 30" s. 
Ifyou have a good degree, 2-7 years’ 
proven IT experience; and à driving: 


ambition to make the most of your 


talents, it's time you talked to-Andersen 
Consulting ~ the world's largest - 

















3 rienced m fas spec | 
3 e | lew York headquarters. The 














sibility for fundraisi raising, and for d eerie) Meets 
Activities encompass Northeast Asia, China, 
and South and Southwest Asia. 


tions: Ph.D. or equivalent professional experienc ut » Rai. 
M Asia studies. Broad knowledge of and ex 


. Asia m Í 











intry or region is required. - 
Asian language is strongly 
ications, and interpersonal 
raising, are redi af | 


history. Expertise in at least one maj 
. , Advanced competence in at lez 
preferred. Strong administrati 
‘skills, as well as experience in | 



















He < velopment in the U.S. is very desirable. 


~ Professionals in government business or ourndligin as x asScholar- 
-ship are. welcome to . Salary commensurate with Qualifications 





and experience. Excellent news, package: ‘Latter ot E with — 


resume should be sent to: 


The Asia Society © am 
n Park k Av ue, ! NY, bid 10021. | 











Business — (Bl), a 


.. Europe will be required.. 


| This position involves writin for our monthly management letter, commissioning and cotttributing’ to our 
|. management practices research reports and briefing our clients on the corporate response to 1992. ! 


| The successful candidate, probably in his or her late twenties, will have outstanding writing, editing and 
|. ill have experience dealing with senior executives im 
| international companies. He or she will have had at least five years' experience tn a consultancy, an 
information organisation or an international company which will have provided them with a broad 
nowledge of European business and management issues. Fluency in English is essential and a good 
'orking knowledge of French and/or German would be an advantage. 


presentation skills, an excellent degree and wi 











Dr Derek Kent-Smith 





alist to diect-- || 
national i put edu | H 


_ Americans and Asians dealing with goniemporary 4b. 


ience in Asia with em- oH. ] markets at home and abroad. 


casi on polifical or economic affairs, international relations, ormodem — | 


||. | experience in public education, policy analysis, and/or insttuionai de- dE 


EOEME |] 


£21 1K-£28K 


l | bere of The Economist Group, is the world leader in ithe provision of global 
E. )usiness information and ies to multinational corporations. We need a management practices specialist 
`- to join our Western Europe unit. The successful candidate will be based in London, but some travel in : 


: E Please write enclosing full career and salary details to: 





AUTOMOTIVE AN/ LY 


GSI-Marketing Systems, a leader in the field of 
automotive consultancy and information syste! 
seeking an Automotive Analyst for its Lon 
The successful candidate will be a highly 
self starter appreciating the opportunity t 
. initiative i ina small team ‘environment. 































mac would a ie mo e both demand 



















| meas a well aopa edie qu Serv 


A comprehensive benefits. package is offered " ^ 
commensurate. with the position. a 








To apply, p write with full CV., in strictest E j : 
: confidence tO- i : Ta 
Patrick Nasol 





| : m Ensign me fs 
















| Ma rketing Systems 


Business 


General Manager, Western Europe Middle East & Africa | NND 


Business International Limited 
40 Duke Street 
London W1A 1DW 







International 


GLOBAL BUSINESS INFORMANO 









Someday, something out there will arrive with tl 


Until then, System 12 remains a world apart 
from other public switching systems. 

Why? Because you can only call a system 
‘Future-proof’ if ifs going to prove adaptable to 
any future services. Of course, if anyone does 


System 12 is manufactured in Belgium, People's Republic of China, Germany, Italy, Korea, Mexico, The Netherlands. 


arrive with a system to rival ours, they'll have 1 
be as flexible as us. We're already well on o: 
way to installing nineteen million lines in twen: 
two countries. They'll also need to spend 1 billic 
dollars each year on Communications Systen 


Norway, Porti 





echnology to make System 12 obsolete. Someday. 


Research and Development, like we do, turning 
science fiction into science fact. And they'll require 
our experience. The expertise that means when 
you choose System 12, you don't worry. 

Unless you start seeing flying saucers. 





ALCATEL 


Alcatel n.v., World Trade Centre, 
ain, Switzerland, Taiwan ond Turkey for worldwide applications Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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Inura. 


THERE'S A SIDE TO 
NOMURA KNOWN ONLY 
TO A VERY FEW. 

A PRIVATE SWISS BANK 
WHICH CAN DRAW ON 
NOMURA’S WORLDWIDE 
RESOURCES. 

IT GIVES US A VERY 
SPECIAL ABILITY TO 
IDENTIFY OPPORTUNITIES 
AND MINIMISE RISK. 
THUS, WE NOT ONLY 
PRESERVE YOUR WEALTH, 
WE BUILD ON IT, 





AND, IN THE TIME- 
HONOURED TRADITIONS OF 
SWISS PRIVATE BANKING, 
YOULL FIND QUR 
CONTINUITY OF SERVICE, 
-OUR DEDICATED PERSONAL 
APPROACH AND OUR 
DISCRETION IMPECCABLE. 
AT | NoMuRA BANK 
(SWITZERLAND) WE LOOK Í 





UPON OUR RELATIONSHIP 
WITH OUR CLIENTS AS A 
TRUE PARTNERSHIP. 

À PARTNERSHIP WE 


MAKE SURE WILL FLOURISH. 


NOMURA 


Personal Private Banking 


NOMURA BANK 
(SWITZERLAND) LTD. 


ZURICH - BAHNHOFSTRASSE 71. 


aminen 


PO BOX 8023. TEL: (01) 2199111. 
GENEVA - 10, QUAI DU SEUJET. 


———— 


1211 GENEVA 11 TEL: (022) 324646. 
LUGANO - VIA PRETORIO 9, 


Q The Nomura Securities Co., Ltd. 1-9-1, NIHONBASHI, CHUO-KU, TOKYO 103 JAPAN f 6900 LUGANO TEL: (091) 202222. 




























Issued by Nomura Bank (Switzerland) Ltd. and approved for circulation in the U.K. by Nomura International Limited, a member of TSA. 


12 THE ECONOMIST APRIL 8 1989 





T HIS i is CHER year for Mr Gorbachev. 5 
X. Mikhail the Charmer plans to carry his 

ile and his talk of a "common European 
ome" to all four of the big West European 
x untries: B Britain this week, France and Italy 
ometime and—the visit that really counts— 
many in June. But his travel plans do 
de the part of the continent under 
sway. lt is because Mr Gorbachev 
| his hands off Eastern Europe that a — 
growing number of people there see him as 
Mikhail the Liberator. The West should take 
time off from being Gorbacharmed to think about recent 
events in Russia's outer empire and the awkward question 
they raise: how to undo Europe's post-1945 division without 
‘undoing its post-1945 stability. 
= Remarkable things are happening in Europe's eastern 
half. In Poland this week government and opposition signed 
an agreement which would have been unthinkable even six 
months ago. It provides for legalisation of the banned Soli- 
:darity trade union, for a third of the seats in the lower house 
of parliament to be reserved for the opposition, and for free 
elections toa new upper house. In February Hungary agreed 
to move towards a multi-party system, an idea that was once 
as dreamy as the Danube. Communists are still in charge. But 
both Poland and Hungary are heading for a spell of power- 
sharing and, who knows, maybe even genuine democracy by 
the mid-1990s. Both are trying to open their economies to the 
zst. Down in Yugoslavia —not part of Russia's empire but a 
meter of East-West storms—things are falling apart with- 
using the superpowers one Yugojitter. 
^ Theseare the East European blessings of Mr Gorbachev’s 
liberalisation: the changes would surely not be taking place if 
Brezhnev or Chernenko still ruled the Kremlin. They have set 
-people wondering how far reform can go. Might Hungary and 
land be “Finlandised”’ or “‘Austrianised’’? Eventually, they 
at. Neutral and prosperous neighbours could make Rus- 
| feel. safer than its current buffer of allied but unhappy 
mrades. Its least troublesome border is the one with Fin- 
id (though it doesn’t take a Clausewitz to spot that Finland 
nowhere much, while Poland is the corridor to Ger- 
But no matter where East Europeans would like to end 
what counts now is getting them there. How far can re- 
orm be pushed without provoking counter-reform? 

"Many people in the West have been asking how it can best 
g things along. It should start by abandoning the idea that 
1 es = dráma in Eastern Europe can 1 be a pon 
















+ 










































NATO’s discomfort will grow if reform: 
to perestroika-resistant East Germany; 
Germany would be tugged harder t 
neutrality and thoughts of re-unifi 
And if change in Eastern Europe pro 
shocks for Mr Gorbachev, the tremors 
felt in the West, too. E 
Shocks will be hard to avoid. Debet | 
Poland and Hungary could be sucked . 
hyperinflation. The easing of Kremlin. 
 pline is creating new tensions—a cu 
war, rows in Comecon— between the re 
ing Poles and Hungarians and the conservative East 
mans, Czechoslovaks and Romanians. And it is exposing 
region's old nationalisms, which in the past have b 
crushed by force. Mr Gorbachev would hate to destre 
efforts to persuade the world that Russia is cuddly b 
tanks on to East European streets. But one day he cou 
the choice between using force in Eastern Europe and losin 
power in the Kremlin. 


























































One Yalta was plenty 
In short, change in Eastern Europe will be messy. S 
minds in the West have been thinking of ways to keep the 
process under control. Mr Henry Kissinger has proposed 
new East-West deal under which the Russians would gi 
Eastern Europe more freedom in return for a western pr wü 
not to make trouble for Russia there. um 
This would amount to “Yalta H”. It would be a mi al 
Today's Eastern Europe is too messy for a tidy plan. Besi 
why seek a deal on looser Soviet control in Eastern Eui 
when Mr Gorbachev is already loosening his grip? Th 
sians would almost certainly insist that any. haggling 
Eastern Europe include bargaining over Western 
which is hardly what the NATO allies want. ww 
The West can still help, in a more useful way 
Kissinger proposed. First, and hardest, by making: 
Poland and Hungary wriggle free from: the East t 
find themselves blocked off from the West. Wester: 
should be prepared to open themselves far wider to Ea 
pean countries that make a real move to democracy a 
markets: let the shameful visa queues at western er 
disappear, welcome Gastarbeiter from these countrie 
up to any exports deserving East Europeans are capa 
selling in the West's competitive markets. Second, the ' 
can do more to help—through student exchanges, p. 
business schools, joint ventures—with the huge job o 
ing East Europeans about western business and cultui 
Should the West also send in cash to prop up the. 













































ertainly not yet. TH debt has 
one of the main things pushing ngary towards 
freer markets, and one dominant problem in most East Euro- 
.pean economies is too much cash and too-fast inflation. It 
would be foolish for western governments to relax the pres- 
sure while most of the reforms remain on paper (so say a po- 
lite "no" to Solidarity's Mr Lech Walesa if, after this week’s 
deal, the Polish government sends him cap-in-hand to the 
West). But once the reforms really bite—signs would be a 
harp rise in unemployment, a far bigger influx of private 
western investment and radical currency reform—then it 
would be worth offering the sort of help that could sensibly be 
iven to reforming debtors in Latin America: capitalisation of 
nterest payments above a certain share of export earnings. 





should publish its findings without further delay 


AND thus the whirligig of time brings in his revenges. The 
A Egyptian Al Fayed brothers have owned Harrods, Lon- 
on's top shop, for just four years. But they indulged in some 
ubious business ethics to obtain it (see page 69), and inspec- 
ors appointed by the Department of Trade and Industry 
have apparently said as much. It ought to be only a matter of 
time before the brothers are forced to sell the company. 
_ This would be harsh punishment, but fitting. What are at 
stake in the Harrods affair are ethics and the standards of 
behaviour required of people in business and public life in 
Britain. It has been clear for some time that the Al Fayeds are 
not who they said they were in 1985. Nor was their purchase 
he straightforward financial operation they claimed. Their 
plicity on both counts undoubtedly smoothed their way to 
ying Harrods, and now embarrasses those in the British 
overnment and the City of London who believed them. 
ce each of these parties leant on the other for reassurance, 
‘lations between them will be soured as a result. Nor has the 
nor of British business life been much adorned by individ- 
als so ready to dress up:lies as the truth and, through their 
wyers, to castigate the truth as libel. 
~The brouhaha of recent days over the behaviour of 
ontho, and the Observer newspaper which it owns, should 
not be allowed to cloud this issue. Lonrho’s ethics have been 
publicly queried in the past, so many in Whitehall are galled 
9 see it cast on the side of the angels by its opposition to the 
Al Fayeds, after they had thwarted Lonrho’s own designs on 
Tarrods. And the Observer spoilt its image of editorial inde- 
pendence by producing a special mid-week edition to coin- 
de with its proprietor’s annual general meeting, and of edi- 
torial responsibility by pre-empting the deliberations of the 
highest court in the land. The Law Lords are due to review on 
April 10th the status of the report produced by the DTI in- 
spectors: waiting a couple of weeks would not have been an 
editorial disaster. But none of this alters the ethical issue and 
. the consequent injustice done in 1985. 
_ The DTI inspectors submitted their report last July. Lord 
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debt has been. | 


opping the Al Fayeds 


ie government has talked of “wrongdoing” in the Al Fayeds’ purchase of Harrods. 


* 


Yalta's bad name was in some ways a bum rap. The agree 
ment itself was realistic and flexible: Eastern Europe was tc 
have "free elections" and governments "friendly" to Russia 
Stalin interpreted that as complete subservience. Mr Gorba 
chev's interpretation is clearly different. He knows that the 
West would still not send its troops to help rebellious East 
Europeans, because Russia is still a superpower. His idea ot 
the freedom East Europeans can safely be allowed is far more 
generous than Brezhnev's, let alone Stalin's. In his view, Fin- 
land is "friendly"; Sweden, acceptably “socialist” Es 








| East Euro- 
peans have more scope than at any time since 1945 to make of 
their lives what they will. Once they bump up against the lim- 
its of Yalta-redefined, it might be time. to reconsider. Until 
then, long live Mikhail the Liberator. - | 





Young, the trade secretary, passed it to the Serious Fraud Of- 
fice and was apparently advised to defer publication pending 
possible criminal proceedings. He was right to take account of 
the lawyers’ argument that premature publication of reports 
impedes the police and reduces the possibility of successful. 
criminal prosecution where that might be appropriate. But 
this argument is far from conclusive. In private, Fraud Squad 
officers dismiss it. Lord Justice Watkins would have none of it 
in the high court in January. Above all, Lord Young was not 
bound by his lawyers’ advice, He had to set the argument for 
delay against others which weighed in favour of publication. 
In suppressing the report for nearly nine months, he struck 
the wrong balance on three counts. ! 


Governing secretly | 
Politically, it was essential last summer to distance the govern. 
ment from what had clearly been a shabby episode. M--- 
than three years had already passed, and further delays co 
only risk exposing the government to exactly the charges now 
being levelled against it. There is no suggestion that Mr Nor- 
man Tebbit, the secretary of state at the time, was party to 
some sinister conspiracy when he waved the Al Fayeds’ bid. 
through in March 1985. But Lord Young's behaviour has un- 
necessarily implied that the government has something to 
hide. As a result, public confidence in the good faith and 
competence of the DTI has been shaken. | | 
Secondly, the suppression may conceivably have safe- 
guarded somebody's rights at an unknown future date—but - 
only at the expense of an immediate disservice to other inter- 
ested parties. Quite how long Lord Young was proposing to 
delay publication is a moot point. It has taken Fraud Squad 
officers months just to obtain clearance from the Egyptian. 
authorities for an evidence-gathering trip. In the meantime, 
the two DTI inspectors, Mr Hugh Aldous and Mr Henry 
Brooke (now Mr Justice Brooke), have had to listen in silence 
to a spokesman for the Al Fayeds publicly rubbishing. 


report. Lonrho and its shareholders, wh 







atever the 















id to wait an unconscionable time for the 
d. Not least, the general public has been 
dose of Nanny Knows Best. Many people 
hat actually happened. Unless there was some 
of national security, Lord Young should have 
ed that and published. 

y, his chosen course—compounded by last week's 
tion to block illicit publication of the report—is wrong 
2 itis unworkable. Lord Young is behaving as though 
pycatcher" battle had never happened. Once leaked, 
st kinds of information can no more be rebottled than pigs 





















safer y depends m more on winning a stable Middle East peace than on wiping out 


(E a bad dream, it keeps returning. On March 31st the 
Washington Post reported that Iraq was building an 
atomic bomb that might be ready within two years, President 


Bush, declining to confirm the report, chose not to deny it 
dither. The story originated in Israel, just before Mr Yitzhak 


" 


shamir’s arrival in Washington for what looked an uncom- 
sortable visit. It could have been planted by Israel in order to 
distract America's attention from the prickly question of the 
"alestinians. Even so, it is an issue the world cannot ignore. 
‘Iraq denies wanting the bomb. Unlike Israel, it has signed 
he Non-Proliferation Treaty and has therefore put its nu- 





T 





Atomic Energy Ane. In 1981 Israel uci Ds 
Wd "anm Iraq's big Osirak nuclear reactor, near Baghdad, on 
he grounds that Iraq was producing material for an atomic 
»omb there. Many impartial experts have come to agree that 
israel’ s fears were justified. Iraq’s nuclear plaris seemed to go 
nto abeyance while it was reactorless and still bogged down 
its costly war against Iran. Have they been dusted off now 
iar the war is over? 
he Iraqis certainly have the expertise to build a bomb. 
s to Saudi Arabia they may soon have a reactor too. 
Cing Fahd said his country would help pay for re- 
| an the a that it would e =o 











re h ates it ls aan bulb ae over 100 atomic 
Pie um m a score or so of even more horrific d 


| countries. are created d D its recent dab at 
$ see page 36), Iraq. is a ho ER The dictator, 





push a powerful Arab country back into implacable coi 






can fly. ER wd ET injunctio h no 
lishers another opportunity to humiliate the g 
and over legal principles which this time look trivial : ) 
those at stake in the “Spycatcher” affair. : 
Three reforms are needed. The Law Lords shoul 
at the first opportunity the natural injustice of in 
which can silence all the media at a stroke. All DTI inspec 
reports should be published automatically, with a maxi 
delay of three months. And drastic measures are need: 
the Serious Fraud Office, set up last year, to ensure tt 
moves at something more than a glacial pace. - 













































mass destruction. During the Gulf war, Iraq indiscriminate 
fired hundreds of missiles into Tehran. Although Iraq is 
party to the 1925 Geneva Protocol against chemical weapon 
it has used poison gas not only against Iranian soldiets bi 
also, in peacetime, against its own Kurds. Many people wt 
dare not say so would be secretly glad if Israel swatted aw: 
Iraq's nuclear ambitions with another elegant air raid. 
They are wrong to hope for this. Osirak was an easy. 
get. Today Iraq's bomb-making plants are said to be disperse 
and hardened against attack from the air. In 1981, busy wit 
the Gulf war, Iraq chose to let Israel's raid go unpunish 
Today President Hussein, the victorious war leader who hi 
bled the mighty Iranians, could hardly forbear to retaliate. 
has the means: an experienced air force and long-range 
siles capable of dropping high explosives, maybe even poison 
gas, into the heart of Tel Aviv. Even if it were feasible, a 
other pre-emptive strike by Israel would be foolish. It woul 


* 








frontation with Israel just when voices calling for a peace se 
tlement are gaining strength throughout the Arab world. 
In February Mr Edward Shevardnadze, the Russian fo 
eign minister, offered one answer to Israel's nuclear quai 
dary. He suggested that Israel give up its nuclear weapons an 
submit, with its neighbours, to international inspection. 
keep the region nuclear-free. One day, perhaps, peac 
reign for ever. Until then, Israel is unlikely to be temp 
Shevardnadze's way. It keeps its nuclear weapons for the 
reason NATO needs short-range missiles on European 
deterrent against enemies whose potential advan 
ventional warfare is simply too great to match any ot 
Nobody should want an Iraqi bomb, but Israel c: 
hope to keep a nuclear monopoly for ever. That nee 
necessarily be horrifying: Europe has shown that it is poss 
to live with a nuclear stand-off. But Europe is at peace, 
has not even recognised Israel's right to exist. Incre 
Israel's own interest lies in winning the recognition that 
Arabs have made contingent on a decent settlement for 
Palestinians. If nuclear Iraq is an Israeli scare concocted : 
distract attention from Palestine, it is an own-goal. i 

















The great American management buy-out has crossed the At- 
lantic to Britain. Will a great management-swindling of share- 
holders prove to have been a fellow-passenger? " 
. America has seen nearly 400 buy-outs of public compa- 
nies, worth $182 billion at the end of 1988, since 1984 when 
idea took wing. Britain has seen barely a score, worth £2.1 
ion). The largest yet, an offer of £629m for 
of builders' merchants, went to shareholders 
this week. Unfortunately, as British buy-outs come firmly into 
ogue, they raise the same question that early American ones 
id. How do shareholders know whether they are being made 
an offer they ought to refuse? 

. Managers like buy-outs because they offer a chance to get 
ch quick. If the proposed buy-out of RiR Nabisco had gone 
ahead, the seven top executives would have stood to make up 

$3 billion. Shareholders are right to wonder whether, if 
business is going to be that good, it should be they rather than 
their managers who make the killing. Most bought-out com- 
panies aim to return to the stockmarket within five years or 
less. In a 1987 buy-out, 24 managers at a Welsh steel com- 
pany, ASW, paid £700,000 for a stake in the company. Who 
_ would have guessed then that six months later their shares 
_ would be worth £4.2m when the company was floated on the 
stockmarket? How much of that gain was the product of 
. newly fired-up managers? How much was implicit in the busi- 
: ness beforehand? 

¿To raise the cash they need, managers give their bankers a 
hree-year business plan. Shareholders get nothing more than 
1 bald one-year profit forecast. This is not enough. The asser- 



































b SEA otter, its fur drenched in oil, dies slowly of cold. Its 
A carcass is eaten by a bald eagle, whose gut becomes lined 
ith oil. The eagle plummets—dead from dehydration. Mod- 
ern economic trade-offs and an old human failing lie behind 
his topical sequence. Benefits for the many increasingly bring 
hances of misery for a few. Infinitely small risks of infinitely 
asty mishaps proliferate. And alertness that goes untested 
r too long decays into complacency. Whenever—as off 
Alaska recently, or off Brittany in 1978, or at Chernobyl, or 
at Bhopal—complacency leads to catastrophe, the immediate 
reaction is the same: ban the trade-offs. It takes a clear head to 
retort: nonsense, they are endemic to modern life: the real 
villain is the complacency. .— 

Television, oil spills and dying animals make a strong po- 
16 Ps oet 


Shareholders need to be told enough to judge if they are being ripped off 





Once again, the unthinkable has happened because nobody felt responsible 







tion that that is all the information given to shareholde 
when a company comes to marke or is subject to a takeov 
bid, will not wash. In a management buy-out, the manage 
are in a unique insiders' position. If they are any good, the 
know their business's prospects better than anybody else.. 

To whom can shareholders tur 1 for advice? Managers tr 
ing to buy their company still have a fiduciary duty to shar. 
holders. To resolve this conflict of interest, a board appoin: 
an independent adviser, usually a merchant bank. In the Maj 
net case, it is Kleinwort Benson. Kleinwort has advised th: 
the buy-out offer looks too cheap, ut that in the absence c 
others shareholders should consider it seriously. None 4 
helpful. What Kleinwort needed to give more useful NC 
was the detailed forecasts of the compan and industry’ 
prospects up until 1992 which the managers had. given t 
their own backers. Kleinwort got no more, and does not hav 
to be given more, than Magnet's three-year profit forecast— 
no breakdown, no detailed management plan. | 

In America, once managers make an offer for their com 


pany, the independent directors hire investment banks t 
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look for other potential buyers. The tior : 
the information shareholders need to decide to whom to sell 
Fear of litigation by shareholders who. felt cheated. quickh 
established this practice after some early abuses. In Britain 
the threat of writs is not great enough to make non-executiv: 
directors follow suit. Managers should be obliged by thi 
Takeover Panel to provide their shareholders with the sam 
information, particularly three-year cash-flow forecasts anc 
industry analysis, that they show their bankers. 





litical brew. America, which has not had a big oil spill since 
1976, is reacting collectively and predictably to the spill in 
Prince William Sound off Alaska by condemning the oil busi- 
ness and all its works. Congressmen will-now find it hard to 
vote for further exploration in Alaska, especially in the wild- 
life refuge where the biggest untapped reserves probably still 
lie. That is wrong-headed. The hu nan failing is the thing to 
attack, not the oil exploration. Exx on and Alyeska Pipeline 
and the state of Alaska let themselves be lulled to the point 
where they disbanded an emergency team and downgraded 












ness of the companies' respon 2 
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restigative zeal. The zeal will be fruitful if it makes the chai 

human errors harder to repeat; fruitless if it seeks the 
Vare's nest of perfect safety, particularly through technology. 
ome 8,700 loaded tankers have made the trip from Valdez 
ince the Alaska pipeline began disgorging oil in 1977. They 
have spilt 0.00004% of their load (including the latest spill). 





ystem is basically safe— so safe that men forget that they are 
till required to run it properly. 7 


"here the buck really stops 


e suspect. Do not be taken in by oil-company promises that 


ve. Do not fall, either, for the argument that America must 
the oil underneath the refuge to reduce its dependence 
foreign oil—at a time when, despite the greenhouse effect, 








is the true test of Thatcherism 


T SOMETIMES seems like the bad old days. Britain's re- 
. ported current-account deficit has run at an annual rate of 
20 billion ($34 billion) in the first two months of this year, 
quivalent to 4% of GDP—even bigger than America's. On 
nchanged policies, adumbrates the glummest of American 
forecasters (whom the foreign-exchange speculators may 
ad), the deficit will rise to £45 billion (8% of cpp) by 1992. 
conomic growth is already slowing fast. Back to Wilson- 
eath-Wilson stop-go? Back to a return from bad Labour- 
ry-Labour-Tory government to better government of Brit- 
by the International Monetary Fund? 
That just isn't so, for reasons of both dubious statistics 
| benign intent. Dubious statistics: Britain is a proud net 
orter of invisibles, and such exports are notoriously difh- 
to measure because they move at button-push. Until last 
r the balancing item (ie, errors and omissions) in the over- 
| accounts was larger than the recorded current-account 
ficit: so that deficit quite possibly did not really exist. Last 
r's deterioration, however, was impossible to fudge. It was 
ymptom of an overheated economy, and a useful early 
arning of faster inflation to come. Between 296 and 496 of 
ritain's economic output now needs to be redirected 
oad, — — | 
As for the benign intent: whereas dashes for growth in the 
60s and early 1970s were engineered by governments that 
deliberately overestimated the economy's ability to grow, last 
ar's boom was the result of a miscalculation, which proba- 
oy erred on the right side. —— — IE x 
. On the morrow of October 1987's Black Monday the 
Treasury had to decide whether the stockmarket crash threat- 
ened a 1929-33 type fall in demand, and decided not to risk it. 
i8 ou Es | | 








-the American ge 


ndeed the amount of oil spilt worldwide has fallen since.the _ 
970s while the volume shipped has grown. The oilshipping - 


tegoric claims about benefits and associated risks tend to. 


pening the Arctic National Wildlife Refuge to oil explora- - 
n will never harm the 170,000 caribou that go there to 


sense of personal respo 





ritain's import binge - 


; te country must redirect its output abroad. Whether or not it can do so 






















for energy efficiency and has repeatedly bowed to Detroit’ i 
absurd demand that it relax its drive for fuel-efficient car en- 
gines. Oil deserves to be found and pumped out if, and only 
if, it can be sold at a price that covers the cost of appropriate - 
environmental safeguards, by a y with a powerful in- 


centive to keep those safegu 
















which profit 4 
very unlikely to turn very unpleasant s ers 
exposed to fear of these unpleasantnesses. They should lose 
their jobs when the “impossible” happens, just as the presi- - 
dent of Japan Air Lines quit when an aging jet crashed. That 

it auch to keep the 
r, the otters swimming. 





safety drills slick, the captain sok 


































The fact that Black Monday’s effects on demand turned out 
to be trivial is the knowledge of hindsight. Most of Mr Nigel 
Lawson’s critics of today thought yesterday that his policies - 
might bring something like the 3% growth in demand in 1988 
at which he aimed, instead of the 7% that he actually got. Had 
that guess of 3% proved right, GDP should comfortably have 
expanded by the same amount. Inflation would not have 
picked up. The external deficit would not have ballooned. 
The sluggish growth of exports last year was not mainly be- . 
cause they were uncompetitive, but because manufacturers, 
already operating at full capacity, switched output from e~ 
ports to the home market to take advantage of surging « — 
mand and healthy margins. As demand now slows, the imper- 
ative to export will return. | 


The supply-side test | | m 
The trickier question is: can Britain's businesses make the re- - 
quired switch into exports? Their ability to do this will dem- - 
onstrate the extent of the restoration of flexibility and effi- 
ciency which Thatcherism is supposed to have been about. 
Our own guess is tentatively encouraging, but not confidently 
so. Lower tax rates have sharpened incentives in business. 
Trade unions have been tamed, and decisive management — 
made easier. Flabby firms have been forced to become leaner. 
In the 1980s Britain’s productivity growth in manufacturing 
has been faster than Japan's. urers' rate of returnon _ 
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1e increase in the volume of impo 
goods, intermediate goods and semi-f 
The boom was not pure consumer profligacy. 

. Fine, as far as it goes. But it has so much scope to go fur- 
ther. Each manufacturing worker in Britain still produces 
roughly a third less than his rival in America, Japan or West 
Germany. Britain's expanding service businesses have often 
one even less than declining manufacturing to improve their 
p. Although Britain's output of services is almost three 
mes its manufacturing output, recorded exports of services 
re only half those of manufactures—and in the past 30 years, 
ritain's share of world trade in services has fallen slightly 


Blue-helmet blues — 
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ey must be strong enough to do it. 


‘HE United Nations was never intended to police the 
world. There are some things its peacekeepers simply can- 
do. They cannot stop huge armies like those of NATO and 
Warsaw pact from clobbering each other if they want to. 






t the other extreme, they cannot long do the job of a local 
lice force. The UN certainly has a part to play in keeping 
sace. With the winding-down of two decades’ worth of cold- 
war conflicts in Africa and Asia, that part is getting bigger, 
and the UN is politically better able to play it. But it must 
now what it aims to achieve and what will be demanded of it 
hen it sends in its peacekeepers. 

Unhappily, this week's bloody fiasco in Namibia suggests 
that it didn't know these things. It was not the UN's fault that 
vily armed SWAPO guerrillas violated the Namibian peace 
Lin its first hours by crossing the border into the territory 
page 51). But the UN force in Namibia should have been 
o handling the affair rather than turn the job over to the 
1 Africans; it would have been able to cope if it had been 
ong as originally intended and deployed in good time 
a decent plan in its knapsack. The Namibian peace 
ement is in jeopardy but will probably survive this set- 
c. There will be no such margin of error for any interna- 
al force called upon to keep Kampuchea’s fiercely warring 
ons apart when the Vietnamese withdraw their occupy- 
army in September (see page 33). 
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ited Nations forces sometimes have to fight to keep the peace. 


clearly inadequate force (which is what happened in Na 






















ciencies handicap th 
make their exports. ho. 
The British professions—such as lawyers, doctors, teach- 
ers and bankers—are riddled with restrictive practices or in- 
efficiencies. Mrs Thatcher has rightly chosen to focus upon 
improvement here in her third term, but she is meeting an 
opposition to change that is more wily than the one she was 
offered by the miners. A testing exchange rate will not lick the 
service sector into shape. The government's crusade against 
that (often Tory) opposition will bring forward the day when 
Britain can confidently return to "go". | 
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The history of the UN's peacekeeping operations sho NS 
what can go wrong when timid measures are tried. One of the 
most ambitious operations was launched in 1960 in the Bel- 
gian Congo (as Zaire was then known). In the confusion fol- 
lowing Belgium's partial withdrawal from its colony, the UN 
force was at first given the foolish order not to shoot unless 
attacked. After losing some men and witnessing some horrific 
atrocities that it might have prevented by timely action, the 
force began to jump in to keep the peace. There is little doubt. 
that by going on to the offensive the UN force saved Zaire 
from being cut in two by civil war. There is no doubt at all 
that without the peacekeeping force the war would have been 
worse than it was. 

The Congo operation was a half-success. The UN Interim 
Force in Lebanon has been a complete disaster. Set up in. 
1978 with the twin missions of keeping Israeli troops out of 
southern Lebanon and helping the Lebanese government to 
control the Palestinians there, it was never given the stren^*^ - 


to do either. The countries and warlords involved dow — 
they want when they want; and UN soldiers continue to be. 
killed for nothing. o alm 5 | 
Politicians should think hard before committing a UN : 
force anywhere. But if the decision is made, enough men must 
be committed to do the job. Peacekeeping forces do not have © 
to be strong enough to overwhelm an army; but they must be 
something more than score-keepers or targets. They should 
be burly enough to promise either side a bloody nose. | 
For that purpose, nice judgments about a force's size are. 
not really needed; but a weak force will usually be worse than - 
useless if the UN's planners and hopers have got it wrong. 
When in doubt, beef it up—the more powerful the force, the- 
less likely that it will have to fight and the more likely thatit. 
will succeed in its mission. The worst answer is to senda. 











and then try to keep it safe by ordering it to avoid vic 
armed peacekeeping forces are needed at all, they 
because they can fight. — xd 
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When you fly Korean Air Prestige Class, you're flying the most generous business class in the air. O 
A wide selection of international cuisine is complemented by an abundance of fine wines and spirits. A: 
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ge comfortable seats are fewer and farther between, so you have room to stretch and move about. 
all arrives with the traditional charm and dedication to service excellence that could only be Korean. 
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Where there's muck there's 
high technology 


Guaranteed and growing demand, ever-rising prices. What more could the 


booming garbage industry want? Quite a lot, it seems 


ACH American household generates, 

on average, more than a ton of rubbish 
a year. Add in 60m tons from commerce, 
90m from industry, and America's grand to- 
tal is around 250m tons of what experts 

egorise as "solid" waste—paper, packag- 
4, kitchen and garden waste and so on. On 
top come a further 250m tons of "hazard- 
ous" waste: anything (whether solid, in the 
non-experts’ sense, or not) containing sub- 
stances that require special treatment. 

It is a huge and rapidly growing rubbish 
mountain, the largest, per citizen, in the 
world. That is one reason why America is 
the citadel of the garbage industry. The 
other is that Americans have grumbled 
louder and longer than anyone about the 
rubbish they throw out. They have strict 
environmental laws, and the cornerstone 
provisions, amendments to the earlier Re- 
source Conservation and Recovery Act, 
date from 1976. 

Until the mid-1970s America's rubbish 
was largely handled by small firms or local 
government. Most was taken by truck to 
out-of-town sites and dumped. More dan- 
gerous rubbish was simply buried. Nobody 
cared much what happened to it. 

Collection of garbage was then, and re- 
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mains, mostly a local business. It is labour- 
intensive, and accounts—says Kidder, Pea- 
body, a firm of stockbrokers expert in the 
topic—for about three-quarters of Ameri- 
ca's near $25 billion of solid-waste costs. 
Collection is a growth business, thanks to 
growing volumes of garbage—up 2-396 a 
year—but a fairly unexciting one. 

The real changes have come in disposal 
of the stuff. Bigger garbage firms developed 
as concern about the safety of garbage 
dumps did. The dumps were generating ex- 
plosive gases and leaching noxious chemi- 
cals that polluted underground water 
sources. They were a hazard to human 
health and to wildlife on land and sea. 

The new big companies, which handle 
both collection and disposal, mostly began 
as amalgams of small ones. In solid waste, 
75% of which is still handled by local 
municipalities, two giants lead the private 
sector, Waste Management and Browning- 
Ferris. Over 90% of hazardous waste is dis- 
posed of by the manufacturers who generate 
it. But here too the garbage professionals are 
moving in. Waste Management leads, but 
faces several sizeable competitors. 

That company has grown explosively. 
The small family-owned firms in Illinois, 


Wisconsin and Florida that were to make it 
up had an annual turnover of $5m-6m be- 
tween them in 1968. By 1983 Waste Man- 
agement was the industry's first billion-dol- 
lar group; in 1988 turnover (about one-fifth 
coming from its hazardous-waste subsidiary) 
reached $3.6 billion, with profits of $750m. 

Browning-Ferris evolved from a small 
waste-collection firm called American 
Refuse Systems, founded in 1967 with a sin- 
gle truck in Houston. After a series of acqui- 
sitions, its turnover reached $2 billion in the 
12 months to September 1988, with pre-tax 
profits of $360m. It now has over 7,000 
trucks, collecting from 42m households 
and '/2m commercial customers nationwide. 


Bury, burn or recycle? 


The garbage giants’ advantage was their 
ability to meet new environmental stan- 
dards requiring safer, costlier methods of 
disposal. The three that count are: 

e Burial. Landfills, the burial sites for 
waste, are high technology now. Constantly 
monitored, they are lined with impermeable 
materials. Trenches are built into the base to 
collect noxious fluids that could leak out 
and contaminate water. These are then 
pumped to the surface and made inert. 
Landfills not meeting such standards are be- 
ing closed: since 1980 more than 3,000 sites 
for household waste have been shut, and 
half the remaining 5,500 will shut over the 
next few years. Many eastern states are near 
the end of their landfill capacity. 

e Incineration. This was rare 20 years ago. 
Today America has more than 100 inciner- 
ators that not only burn waste but get en- 
ergy from it. Many more are planned. Mod- 
ern incinerators contain the fumes of 
burning rubbish. Hazardous waste is burnt 
in special incinerators, often at very high 
temperatures. In 1988 Waste Management 
bought 23% of Wheelabrator Technologies, 
a leader in waste-to-energy equipment. 

e Recycling Though costly, recycling is be- 
coming a popular way to cut waste volumes, 


Wasteful America 
Non-industrial rubbish per person per day, pounds 


Source: Enviranmenta! Protection Agency 
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)ne—households are required by law to sep- 
rate out recyclable waste. But recycling still 
as far to go: Japan, with little land to spare, 
ecycles 4096 of its solid waste. 






New markets 


Compared with the small operators they 
ook over, the giant companies deal with a 
de range.of rubbish. Legislators have 
adened. their definitions of waste, SO cre- 
g new markets. One small town has 
pped householders throwing out garden 
bbish. This is. now collected in a giant 
inicipal compost heap and sold off. Waste 
ce considered safe is now deemed hazard- 
us. Regulators have tightened the limits of 
icity allowed in waste, as chemists im- 
ove methods of spotting toxic substances 
toportions as low as one part per bil- 
n—as good as spotting one Chinese 
ong all his fellow-citizens of China. 
Clean-up of old sites is another big new 
ket. The 1980 Superfund Act, under 
mendments that came into force in 1986, is 
thaps America’s toughest environmental 
. It outlines how some 950 old and dan- 
‘ous landfills are to be cleaned up. Some 
inufacturing companies are also volun- 
ily cleaning up old waste dumps. The 
in-ups are complex: sites must be treated 
th special chemicals or bacteria. In. No- 
nber 1987 Texas Eastern agreed to clean 
89 chemically contaminated sites along 
oil pipeline; the total cost was estimated 
ceed $400m. 
“American car factories used to bury 
heir paint sludges in the ground. Six years 
the practice was prohibited. The liquid 
nts, it was decreed, must first be stabi- 
'd and turned into solids. In 1986 it was 
'ided that those paints, even the treated 
es, that contained lots of nasty chemicals 
ild not be buried at all, but had to be 
tnt. Last year it was decided that even less 
oxic paints could not be put in the ground. 
e cost of getting rid of paint sludges has 
n tenfold to $250 a barrel. 
: hat sort of rise is nothing unusual. In 
(8 it cost about $2.50 to have a ton of 
ardous waste dropped in a safe hole in 
ground; in 1987 the cost ranged from 
00 upwards. Burning the stuff cost $50 a 
in 1978; in 1987 fees ran at over $200 a 
, or $2,000 for really nasty wastes. 
Such costly advances in disposal have 
ngthened big garbage companies, but 
'e putting small ones out of business. Some 
f the fancy high-temperature incinerators 
əst $100m each. But new standards and 
hnology are not the only reason for 
her costs: another is simply that waste 
olumes are outgrowing local capacity to 
deal with them, especially in eastern areas. 
So these pass on their rubbish to garbage 
ympanies, which. transport it for burial to 
ates like Ohio that still have. ndfil space. 
decade ago garbage co ani ! 
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| The ‘garbage m men 


Top companies' turnover in waste aues 
1988, $bn 
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to get rid ofaton of common-or-garden rub- 


bish. Long Island, which ships out nearly all 


its household refuse, now pays $130 a ton. 


Europe's way 
Europe's private-sector rubbish industry is 
less developed than America's, smaller and 
more fragmented. One reason is that Euro- 
pean governments are only now pushing 
through strict environmental laws. The Eu- 
ropean leader is a water company, Générale 
des Eaux, whose solid-waste business in 
France turns over some $600m a vear. Brit- 
ain s largest firm is Attwoods, but most of its 
soaring turnover is in America. The biggest 
local operator is Shanks & McEwan, with a 
waste turnover of around $125m. Its prize 
assets are holes in the ground, the 
brickfields from which London was built. 

The European firms have disparate ori- 
gins. Many were formed from the grouping 
together of small refuse collectors. In Italy 
tax-collection used to be a commercial bus 
ness. When the state nationalised it, the col- 
lectors switched to garbage instead. In Brit- 
ain quarrying or gravel-dredging left 
emptied space looking for a new use. 

The private sector collects around 6096 
of household rubbish in France, barely 596 
in Britain, though that figure will grow fast 
as local authorities are forced to seek com- 
petitive outside tenders. Other countries lie 

















Getting rid of it 
Methods of disposal of solid waste 
United States 





Britain 100 


































1900 - 1986 2000 f'cast 1987 
* Waste-te-energy in US; ait incineration in Britain 
| Sources: Frankin Associates; institute of Wastes Management 



















| between hide figures. Disposal of hazardous 
waste is still mostly handled, if not by those 


one-third. of the waste burnt in 


twice as many in subsequent 








who generate it, by the public sector. In Hol- 
land the state has clubbed together with the 
generators to process this waste. Nearly all 
Britain's hazardous waste is handled by pri- 


|. vate ope rator; ReChem, for example, con- 


trates on extremely toxic waste. About 
vits two high- 
temperature incinerators comes from over- 
seas. Pre-tax. profit. margins in 1987-1988 
were a hefty 34% on a modest £13m ($23m) 
turnóvers-which could doubl e an 1990. 











Worried men 


The rubbish. industry, | you m think, 
should have few worries. It is fast-growing. 
Plenty of small operators remain to be gob- 
bled up by big ones able to meet the capital 
and research costs now required. Kidder, 
Peabody recorded 125 acquisitions of small 
private garbage firms in America in 19°” 
yee 
Privatisation is spreading there as in Britain. . 
. Operating margins have. increased to 

30% or so, putting garbage up with pharma-: 
ceuticals in terms of profitability. Moreover, - 
prices are expected to rise because the activ- 

ity is still relatively cheap. In 1988 the ayer. 
age cost of collecting and disposing n 
rubbish from an American household "Was. 
about $90— against its spending of$1200n 
newspapers or $450 on telephone service. 

And since the industry is not dependent on 
consumer choice—safe and effective dis- 
posal of waste is a legal requirement—it has 
















been largely recession-proof: garbage com- 


panies did well throughout the American 
and British recessions in the early 1980s. 

Yet the industry is uneasy. Its troubles 
begin with the regulators and public that. 
helped to create it. There is no agreement 
on who should pay the costs imposed by 
new environmental standards. The laws 
themselves are inconsistent, laxly m 
tored, seldom enforced. This creates dist... 
tions in the market. Thus: 

e Standards differ from one national or lo- 
cal government to the next. No one agrees, 
for example, on what is “hazardous” waste. 
By their respective standards, Britain gener- 
ates only 4m tons of it, America 250m. Nor 
is there agreement on how to handle it. Brit- 
ain uses "co-disposal", the burial of solid. 
and hazardous wastes together. The theory 
is that the household rubbish will soak up 
the ill effects of the nasty stuff; the not-so- 
accidental practical result is a large cost sav- 
ing. Other rich countries call this dangerous 
nonsense, fearing that such cocktails may 
cause unforeseen chemical reactions. 







@ National laws on air, water and soil pollu- 


tion are seldom mutually coherent. Yet poi- 


sons can move from one to the other. Thus 


fluorinated gases released into the air by 


chémical works can. get nto o the sewers as. 
liquids, They. enter - E 
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THE GARBAGE INDUSTRY - 








velop an illness called fluorosis. 

@ In most countries some industrial compa- 
nies pour out whatever they can get away 
with. Sometimes the state turns a blind eye. 
A fifth of Britain’s sewage works contravene 
state standards on effluents because the 
owners refuse to invest in them. The own- 
ers? The state itself. Fresh Kills, New York's 
garbage dump on Staten Island, is an eye- 
sore which by 2000 could rise to 500 feet 
and be the highest point south of Maine on 
the eastern seaboard. Yet the regulators 
have given it a dispensation: the rubbish has 
to go somewhere. Half of America's rubbish 
dumps break the law, but are allowed to go 
on doing so, for the same reason. 

@ The trouble is that the public backs the 
law but not the means to make it work. Gar- 
bage companies trying to build modern, 
safer landfill sites or incinerators find it hard 
to get licences: safety by all means, but “not 
in our backyard". Communities and na- 


- tions object to waste from elsewhere. Most 
disliked are dangerous chemicals, whether 


brought in openly or like the 41 barrels of 
dioxin waste, a legacy of the 1976 explosion 


at Hoffmann-La Roche's Seveso plant, that 
turned up in 1983 in a Paris abattoir having 


- passed through umpteen subcontractors on 


the way. Fierce protests greeted ReChem's 
recently announced plans to expand near 
uthampton. But even incinerated house- 
hold rubbish, the cleanest sort, that a Brit- 
ish firm planned to import from Zurich an- 
gered towns near the intended burial site. 


Distorted markets 


All this means trouble for the garbage indus- 
try. It itself is by no means always innocent, 


__ but it would cheerfully clean up its own act if 


Something for everybody 
28 





Greenpeace says no to imported waste 


everyone else were forced to pay it to clean 
up theirs. That does not happen. Politicians 
will not close important factories or meddle 
with publicly owned bodies that pollute. Lo- 
cal communities are often unwilling to re- 
flect rising costs of waste management in 
higher local taxation. 

Lax rules and inadequate policing force 
down the prices of waste collection and dis- 
posal: nice for those who pay them, but not 
for garbage companies ready to meet high 
standards. Britain, reckoned easy-going by 
its own politicians and by the industry itself, 
has the lowest prices in Europe. This has 
helped make it a big importer of garbage. 
The origin of some of this waste is obscure; 
so are some of the British firms that handle 
it. Cowboys can charge cowboy prices. 

The rubbish companies run into other 
problems as they try to push through the 
higher charges justified by their rising costs. 
Their customers, companies or public-sec- 
tor, are often in the waste-disposal game 
themselves and can undercut—not always 
fairly. Britain's local councils charge £6-10 a 
ton to put solid waste in landfills: a price, say 
the commercial firms, that does not reflect 
capital investment or the sums that must be 
set aside to ensure a landfill is properly 
maintained during its 30 years or so of life. 
Not that this is any privilege of local authori- 
ties. Rather the contrary: in Britain a waste- 
site operator who finds it too expensive to 
meet the rules can simply hand in his licence 
and walk away from the site. 


A level field, but which game? 


The best answer to these laments would be a 
tolerably level playing-field for all operators, 
and one where the rules are seriously en- 
forced. EEC countries are trying to 
harmonise their environmental laws in the 
run-up to 1992, Standards are likely to be 
levelled up rather than down. 

Some countries are trying to improve 
the policing of waste management and raise 





the penalties for rule-breakers. The Swe 
recently came to the conclusion that govern- 
ment should not be involved in waste man- 
agement at all, since that requires it to police 
itself. So the government plans to privatise 
SAKAB, the state-owned firm that handles 
Sweden's hazardous waste. 

But provision of a level playing-field 
cannot determine what game is to be played 
on it. What is to be done as waste volumes 
grow while landfill possibilities shrink? 

One answer is to discourage the genera- 
tion of waste, directly by "polluter pays" 
rules, or indirectly through taxation (eg, on 
non-returnable bottles)—an idea easier to 
offer than to carry out. But this can only bea 
palliative: a richer world will always grow 
richer in garbage too. How and where is it to 
be got rid of? 

The obvious solution is to stop filling 
scarce space with bulky rubbish just as it left 
the bin: switch to recycling and incinera- 
tion. How, when they cost more? Easy: t 
landfill charges. But here you hit the ... 
economist's conundrum. Just as it costs pea- 
nuts to get oil out of a hole in the ground, it 
costs peanuts to put rubbish into one—so 
long as the oil, or the space, lasts. Clearly, 
though, prices should cover replacement 
costs. But can you get those higher prices 
when there are people, the Gulf sheikhs of 
waste, who can afford to forget tomorrow 
and charge as if space, like oil, came free—as 
to them, perhaps, it does? 

The answer may be ves, given the heavy 
cost of transporting waste to the cheaper 
hole farther down the road. But there is a 
risk, as America has shown, of a ferocious 
price explosion as available landfill sites 
abruptly fill up (while politics closes alterna- 
tive holes like the seas or the third world). 
Those customers still paying peanuts for 
their waste disposal may one day wish prices 
had been raised moderately against them 
now rather than slammed up later. 





C Extremely strong and 
lightweight materials result 
from our advanced 
research in meta lurgy 
composites and coatings 
Applications range from 
singie crystal jet engine 
turbine blades to an all 
composite helicopter 





d United Tec hnologies is 
stretching the frontiers of 
computer science to solve 
problems in product 
design and optimization 
For example, computer 
representations of 
fuel-spray patterns help 
Pratt & Whitney engineers 
improve gas turbine 
combustor performance 
and durability 
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Swissair customer portrait 12: Al Sainz, hotel manager in Miami, by Hanspeter Schneider. 
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4 Pilots, soldiers and 
space-walking astronauts 
will read vital information 

projected by precision 
optic devices inside their 

helmets —a spectacular 
development coming trom 
our research in opti S and 
aser-related systems 





h Along-time leader in 


solid and liquid fuel rocket 


motors, as well as environ 
menta! control systems 
United Techn: IOBgIeS IS 
now at work developing 


new engine tech HOEY fi f 


an aerospace piane 
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The advanced products of United Technologies include Pratt & Whitney jet engines and propulsion systems, 
Sikorsky helicopters, Otis elevators, Carrier air conditioning and UT Automotive components. Leadership in 
technology doesn't come easy. It takes investment in people, time and money. And it shows up in all that we do, 
in all our divisions, in all our products, and in all our thinking. We share this knowledge, to help us reach our 


goal: to make the most of our united technologies. 
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Vietnam's September song 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


Wit Kampuchea become a land of 
gentle peace, or is the bad blood from 
ten years of fratricidal war about to gush in 
torrents? The question becomes urgent fol- 
lowing the abrupt announcement on April 
5th that the Vietnamese will withdraw all 
their troops from Kampuchea by the end of 
September. They say they will go even if the 
"'ietnam-backed government in Phnom 

enh fails to achieve a political settlement 
with the resistance. On the face of it, Viet- 
nam's exit is good news. But without a po- 
litical deal it risks turning bad. The 
civil war might continue, as has hap- 
pened in Afghanistan; it could end, 
in the worst case, with the genocidal 
Khmers Rouges again coming to 
dominate the country. 

The Khmers Rouges ran 
Kampuchea for three years until 
1978, when the invading Vietnamese 
put them to flight. In pursuing their 
brand of communism, the Khmers 
Rouges were responsible for the 
deaths of perhaps Im people, a sev- 
enth of the population. The prospect 
of their return to power may, how- 
ever, be more alarmist than real. Re- 
ports from Kampuchea claim that the 
country’s 35,000-man army is good 
enough to stand up to Khmer Rouge 

icursions. There are also probably 


settled in Kampuchea, many of whom 
can double as fighters. 

The Khmers Rouges claim that 
Mr Pol Pot, their notorious leader 
from the 1970s, has retired in favour 
of more amiable types like Mr Khieu 
Samphan, who has represented the 
Khmers Rouges at meetings on the future of 
Kampuchea. The Vietnamese foreign minis- 
ter, Mr Nguyen Co Thach, told reporters in 
Hanoi that China had assured Vietnam it 
would stop arming the Khmers Rouges. 

Even if these things can be believed, it 
would be foolish to write off the Khmers 
Rouges. According to some reports they 
have perhaps 25,000 fighters, with arms 
dumps hidden inside Kampuchea. They are 
much stronger than the other two resistance 
groups, led by Prince Norodom Sihanouk 
and Mr Son Sann. They exact ruthless disci- 
pline in their refugee camps inside Thai- 


THE ECONOMIST APRIL 8 1989 


Bl. ud 2/ l 


land, and they even shoot up their resis- 
tance “allies” to show who is boss. 

Why, then, is Vietnam eager to leave, 
ahead of its previous promised date of De- 
cember 1990 and without the political settle- 
ment it had long demanded? The official 
reason, in a statement signed by Vietnam, 
Kampuchea and their ally Laos, is that if 
Vietnam’s troops leave and if foreign help 
to the resistance also stops, this will "stimu- 
late the Kampuchean parties to settle the in- 
ternal aspect of the Kampuchean question 





That going-home feeling 


before September 1989 on the basis of na- 
tional reconciliation”. 

So much for the fig-leaf. The reality is 
that Vietnam needs to leave Kampuchea to 
stave off economic disaster and to satisfy 
Mikhail Gorbachev. The two motives are 
connected. Vietnam's economic collapse is 
held at bay only through massive aid from 
Russia amounting, by one estimate, to $3m 
a day. And Mr Gorbachev does not want 
Vietnam's role in Kampuchea to mar his 
summit meeting next month in Beijing with 
Mr Deng Xiaoping. Russia has plainly con- 
cluded that continuing the proxy war, in 


Pe 
which Russia supports Vietnam and Chii ni 
finances the Khmers Rouges, is ee 
Soviet Union too much both in its p ocket 
and in its big Asian aim of better relatioi 
with China. 

Just how much Mr Gorbachev's arm- 
twisting mattered is a matter of conje ze 
He got things going almost three years a 
with a speech in Vladivostok on Russia's F 
cific policy. Ever since then a Russian d - 
uty foreign minister, Mr Igor Rogachev, h 1a a 
been repeating that his country is impatieni 
for an Indochina deal; he said it most re- 
cently last month in Thailand. At first the 
Vietnamese resisted this pressure. They now 
see the virtues of pragmatism. Ji 

The reward is obvious for a crushing i 
poor country of 60m people which has been 
virtually embargoed by most of the no n - 
communist world. Once the remainit ng 
50,000-70,000 Vietnamese troops 
have left Kampuchea, Vietnam wi ll 
have a chance of winning investmer 
and economic aid from America a 
its friends, including Thailand a nd 
other members of the Association of 
South-East Asian Nations (ASEA ) 
Such help could free the entrepre- 
neurial spirit that survives in the 
south of Vietnam. No wonder ai- 
land’s prime minister, Mr Chati chai 
Choonhavan, talks so enthusiasti- 
cally of a regional odds or 
Golden Land, embracing his country 
(which thinks it stands to gain most 
from a regional economic revival), 
communist Indochina and Burma. _ 

The Afghanistan that the Rus- 
sians left in February has little pros- 
pect of becoming a golden land. Can 
Kampuchea take a different pe th, 
guided by a government that has th 
support of its people? The wisdomidi 
long convention holds that the o ^ 
leader acceptable to all Kampucheans 
is Prince Sihanouk. That may be sc 
but the prince was ousted from pow er 
by the Lon Nol coup back in 1970, 
and made only a brief comeback as a Khmer 
Rouge figurehead in 1976. For young 
Kampucheans he is not even a memory. He 
is often called “mercurial”, but this 
tive does injustice to the prince's bewilder- 
ing changes of mood and tactics. Vietnam’: ; 
withdrawal is the best opportunity he will 
have to lead his country once more, but he 
may botch it by taking one political twist too 
many. 

One such twist may be the prince's insis- 
tence that the Vietnamese withdrawal be su- 
pervised by the United Nations, and not, as. 
Vietnam-proposes, by India, Poland and. 
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Canada, the countries that supervised 
France's withdrawal from Indochina in 
1954. Another hurdle is the resistance's de- 
mand that Mr Hun Sen's government in 
Phnom Penh dissolve itself and form a pro- 
v isional government with the guerrilla 
factions. 

Such problems are the kind that politi- 
us and diplomats are meant to solve. The 
best hope that Kampuchea can be spared 
mc ore agony is the gathering weight of diplo- 
matic contact. In January Mr Hun Sen went 
to qe to talk to Mr Chatichai, and a 
Vietnamese deputy foreign minister, 

Di Ngo Liem, went to Beijing. The follow- 
Wi 

ing month the Kampucheans met in Jakarta, 
along with representatives from Vietnam, 
= and ASEAN. Inconclusive though the 
Jakarta talks were, the diplomacy was con- 
t mig not least by President Bush when he 
went to China in February. Early next 
mo h Mr Hun Sen and Prince Sihanouk 
e to meet in Indonesia, and a few days later 
' Gorbachev and Mr Deng meet in 
Be "ijing. 

— Imagine the smiles if Mr Gorbachev and 
M Deng can shake on a Kampuchean deal. 
in Kampuchea, though, people are said to 
mile to hide their fear. 
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FROM OUR TOKYO CORRESPONDENT 


Tokyo's relentless public prosecu- 
tor is scenting blood in the Re- 
cruit scandal. Next week he 
will allow his hounds to 
close in on some 13 leading 
politicians, including the prime 
minister, Mr Noboru Takeshita, 
d the former prime minister, Mr Yasuhiro 
N casone. Some or all of the 13 will be ques- 
joned about shares which they or their rela- 
tives or aides received from Recruit; the 
prose tors suspect they were given in ex- 
change for political favours. If the i investiga- 
rs are satisfied that their suspicions are 
a 'rect, arrests and charges will follow. So 
will mayhem for Mr Takeshita and the rul- 
ing Liberal Democratic party. 
_ Between them, the 13 politicians report- 
ed lly received 115 000 unlisted shares in Re- 
cruit Cosmos, a Recruit subsidiary, one 
month before it went public in October 
1986. When it did, the 13 are believed to 
have netted a total profit of more than 
4 ¥250m ($2m). 
Some politicians also received more di- 
‘rect donations from Recruit. Last week Mr 
Takeshita admitted that, in addition to the 
12,000 shares that came his way, Recruit 
slipped him Y20m just before his bid for the 
prime ministership in 1987. This week an 
aide confirmed that Mr Takeshita got a fur- 
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Now I remember 


ther ¥30m a week or so later from Recruit. 
In both cases the money went for tickets to 
fund-raising parties organised for Mr 
Takeshita. Such contributions are not in 
themselves illegal, but they would be if they 
were judged to be bribes. 

In a rare act of unity, all the opposition 
parties save the Communists banded to- 
gether this week to set up a shadow cabinet. 
The line-up is to be headed by the leader of 
the Japan Socialist party, Miss Takako Doi. 
The chairman of Komeito ("Clean Govern- 
ment"), Mr Junya Yano, is to be shadow fi- 
nance minister. The Democratic Socialist 
party's Mr Eiichi Nagasue (a lieutenant in 
the old Imperial navy) will get the defence 
job. The coalition group has agreed on 
nothing that could even loosely be termed 
an election platform, let alone a policy for 
governing the country. But for the first time 
in decades the opposition parties are trying 
at least to look like a credible alternative 
government. 

Miss Doi wants the shadow cabinet 
posts parcelled out by April 21st, when 
three planets move into ominous conjunc- 
tion for the government. By then the gov- 


Isles of the lost 


FROM OUR MANILA CORRESPONDENT 


HE Philippines comprises more than 

1,000 islands. Not surprisingly, it oc- 
casionally mislays one or two, as it did 
last week. 

A military aeroplane set out for the 
Kaylayaan islands with voting papers for 
the village elections being held through- 

_out the Philippines. It searched and 
searched but couldn't spot the islands. A 
second aeroplane was dispatched. Not 
only did it not find the islands but it 
couldn't find the way home. Nearly out 
of fuel, it landed on a previously un- 
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ernment must have its 1989 budget through 


the lower house. Temporary appropriations 
for paying civil servants’ wages and unem- 
ployment and sickness benefits will have run 
out by then. 

By the same date the Recruit case 
sleuths should have completed their investi- 
gations. Prime-time television could then be 
showing high politicians being hauled off in 
handcuffs. Also by then, as their monthly 
pay checks begin to run out, voters will be 
feeling the bite of a controversial new con- 
sumption tax. Mr Takeshita bulldozed this 
through parliament last December, and on 
April Ist it began to be applied to all goods 
and services. 

The opposition parties have brought 
proceedings in the Diet to a standstill. They 
have refused to debate the budget until the 
government calls Mr Nakasone to testify un- 
der oath about his role in the Recruit affair. 
If Mr Takeshita ditches his predecessor he 
can say goodbye to his party's fragile unit ` 
which, until now, has been the main basis « 
his own power. 

The government seems increasingly par- 
alysed. The finance minister, Mr Tatsuo 
Murayama, did not go to the G-7 meeting in 
Washington last week because he needed to 
be on hand in Tokyo in case the scandal 
blew up. The government may again do the 
unthinkable and push the 1989 budget 
through the Diet without the blessing of the 
opposition. The electorate took a dim view 
of this practice when the government used it 
to get the consumption tax through in 
December. 

Mr Takeshita’s cabinet is desperately 
unpopular. According to opinion polls in 
late March, only 12% of those questioned 
(down to 9% in one poll) had a favourable 
opinion of it. Might Mr Takeshita therefore 
be forced to call an early general election? 
And will it be timed to coincide with the up- 
per house election due this summer? 

Double elections favour the Liber 
Democrats, who are the only party with . 
wide choice of candidates and slick money- 


charted islet, inadvertently adding a new 
outpost to the Philippine republic. 

The Kalayaan islands are in the 
Spratlys, a group in the South China 
Sea. They are not much to look at but 
they may contain oil, which is why the 
Philippines keeps a garrison there. There 
was some anxiety that the islands might 
have disappeared, which can happen 
when the tides are high. All is well, how- 
ever, except that the 140 people on the 
island will have to wait for another occa- 
sion to exercise their democratic rights. 
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raising machinery. The upper house elec- 
tion has to be held no later than 35 days af- 
ter the Diet session ends. Mr Takeshita 
wants that election to come after the Paris 
economic summit in mid-July, hoping that 
the voters will be impressed with his states- 


manlike performance in dealing with the 
Latin debt crisis. So he may extend the cur- 
rent session, due to end on May 28th, to July 
9th—the date when the term of the outgo- 
ing upper-house members expires. The lat- 
est date possible for the upper house elec- 


The foolhardy knights of Afghanistan 


ICHARD III would have had some 

sympathy for the frustrations of the 
Afghan guerrillas in their fight for 
Jalalabad. The English king lost the battle 
of Bosworth, and his life, in 1485 because 
his attack was disorganised and one of his 
expected allies, the Earl of Northumber- 
land, failed to support him. In the battle 
for Jalalabad, which appeared to have 
reached deadlock this week, the 
mujaheddin fighters have not been pre- 
pared to fight as a single force, and the 
most famous guerrilla commander, Mr 
Ahmad Shah Massoud, has declined to 
join the battle. 

The mujaheddin’s medieval behav- 
iour, whatever its interest to future his- 
torians, has become an embarrassment to 
its staunchest supporters, the United 
States, Pakistan and Britain. Nearly two 
months after the Russians pulled out, the 
government of President Najibullah 
which they left behind in the capital Ka- 
bul grows more confident by the day. The 
Indian prime minister, Mr Rajiv Gandhi, 
said last week that Mr Najibullah is 
“much stronger than he is made out to 
be". India supports the Kabul govern- 
ment, much to the annoyance of Pakistan 
and most western countries; but while al- 
lowing for the mischievous nature of Mr 
Gandhi’s remark, they suspect that it is 
no more than the truth. It underlines the 
problem of trying to replace the 
Najibullah regime with a broad-based, 

| freely-elected government, the sort that 
the West envisaged during the nine years 
| ofRussian occupation. 

An attack on Kabul or on one of the 
bigger provincial towns was a temptation 
even before the Russians left. With the 
mujaheddin at the gates, it was believed, 
the town's defences would crumble as the 
Afghans within turned on supporters of 
the Najibullah regime. Jalalabad has up to 
now disproved this theory. Since March 

| 8th, when the guerrillas began their as- 

| sault, the defenders have contested every 

| yard. Pakistan's military intelligence ser- 
vice, the isi, which is assumed to be direct- 
ing the attack, has lost face. 

The probability, though, is that the 
guerrillas refused to be directed. Al- 
though Pakistan has been the conduit for 

| the arms supplied to the guerrillas by 
| America and Britain, the guerrillas in the 
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field have been their own men. They have 
no great regard for Pakistan's military 
prowess as exhibited in its three wars with 
India. As a result, quite sensible Pakistani 
advice is disregarded: for example, that 
the guerrillas should treat their prisoners 
well. In fact, prisoners are usually killed 
and their bodies put on display, another 
medieval touch. This may be one reason 
why Jalalabad has been defended so 
desperately. 

If the guerrillas cannot win the civil 





Interlude outside Jalalabad 


war outright, the alternative, sooner or 
later, has to be a political compromise. 
The guerrillas, deprived of Russian invad- 
ers to hate, may eventually grow weary of 
fighting their own people. The slaughter 
suffered by both sides may get worse. The 
Kabul government said this week that it 
believed Pakistan intended to supply the 
guerrillas with chemical weapons for use 
in the Jalalabad battle. Although this 
sounds like propaganda, the memory of 
chemical warfare waged by the lraqis in 
the Gulf war is too recent for it to be 
dismissed, 

A longing for peace by the guerrillas is 
one of the assumptions of the Najibullah 
government. Its foreign minister, Mr 





tion would then be August 13th. 

Even if Mr Takeshita drives the budget 
through in the opposition's absence, he will 
still need time for some further bills. One 
would be an anti-corruption law—expected, 
in the present climate, to be a popular m tac 
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Abdul Wakil, said in Kabul on April 3rd. | 
that “the only solution is a peaceful one." - 
He then left for New York, to complain to. 
the United Nations of "Pakistani military 
aggression". But he was also hoping to 
blow softly into the ears of the American 
government. Last week he said that his 
government had moved from its "extrem- 
ist policies" and was "never going to con- 
struct socialism or communism in this - 
land". That is pretty obvious, but it is the 
first time the Najibullah government has 
said so. 

In public the Bush administration is 
wholeheartedly on the side of the 
mujaheddin, as was President Reagan. lt is 
said to be thinking of appointing a special 
envoy to the "interim" government set up 
in February in the Pakistan border town 
of Peshawar. But neither America nor 
Britain, nor indeed most countries, have ~ 
formally recognised the Peshawar govern- 
ment. When the British foreign secretary, 
Sir Geoffrey Howe, visited Peshawar on 
March 28th and talked to resistance lead- 
ers, he ducked the issue by saying that 
Britain’s practice was to recognise states, 
not governments. 

The reality is that the Peshawar gov- ||. 
ernment as yet has little for anyone to rec- 
ognise. Its "prime minister" promised on 
February 24th that it would move into Af- 
ghanistan within a month. That deadline 
is long past. According to China's news || 
agency Xinhua, which appears to have || 
good contacts inside Afghanistan, agroup |. 
of mujaheddin field commanders has re- 
jected the Peshawar government and 
wants the United Nations to settle the 
civil war. | 

Dissension between the Peshawar poli- | 
ticians and the resistance commanders || 
brings glad tidings to Kabul. Disagree- || 
ment between the commanders is even © 
more welcome. Mr Najibullah regularly . 
offers miniature peace treaties to those || 
bits of Afghan territory in opposition - 
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hands. In his most recent offer, on March 
27th, he promised to supply them with || 
food and services to "achieve an accept- || 
able livelihood" in return for a ceasefire. || 
The money for this largesse would pree — 
sumably come from Russia, which keeps 
Mr Najibullah supplied with arms and 
food. It is a burden that Russia could do — 
without, but at least it is far cheaper than || 
maintaining an army of occupation in || 
what Richard IIl might have called the I| 


very long winter of discontent. 
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sure. Party officials are advising Mr 
. Takeshita to hang on until he can pick the 

. most auspicious moment to hold a double 
election. Political commentators are pencil- 

— ling in July 30th, August 6th or August 13th 


.. &s dates not to be caught out of town. 





. Maldives 


All for the sake of 
.a dance 


- FROM OUR SPECIAL CORRESPONDENT IN MALE 


E NTIL last November, the Maldives had 
+ not suffered a foreign invasion since 
_ the Portuguese landed in the sixteenth cen- 
. tury. Little wonder that the trial of the in- 
































_ vaders (the more recent ones, that is) is fasci- 
. nating the people of the tiny Indian Ocean 
republic. Each day hundreds of Maldivians 
- line the streets of the capital, Male, to watch 
and jeer at the accused as they are marched 
to court in handcuffs. 

Mr Abdullah Luthufi, a Maldivian busi- 
. nessman and the alleged ringleader of the 
_ plot to overthrow the government, has told 
_ the court that the invasion fleet of two trawl- 
ers sailed from Sri Lanka. On board were 
. mercenaries recruited from the ranks of for- 
_ mer fighters for a Tamil homeland in Sri 
Lanka. They landed at Male on November 
3rd and quickly seized the president’s house 
and the radio and television stations. But 
they failed to capture President Maumoon 
Abdul Gayoom. Telephones and the inter- 
“National airport were never disabled. This 
. allowed President Gayoom to call for help, 
. and India to land 1,600 troops in military 
aircraft later in the day. The bungled take- 
_ over left 19 people dead on the streets of 
- Male. At least eight others were killed when 
_ the Indian navy moved in and captured the 
_ invaders as they fled in a hijacked ship. 
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A lighthouse still 


]HEONSKONG has a policy of 
"humane deterrence" designed 
to discourage Vietnamese boat peo- 
ple from coming to the British col- 
ony. [n what was thought to be the 






ultimate deterrent, 75 boat people 
were returned to Vietnam last month 
amid worldwide publicity. Another 
group of "volunteers" is expected to 
be sent back soon. 

To the disappointment of the 








Hongkong government, 303 boat 
people sailed in last week, the largest 
single group this year. Like thousands 
before them, they will be locked up in 
camps, interrogated to see if they are 
"genuine" refugees, and, if not, of- 
fered a flight to Hanoi. But for all 
that, it looks as though the “humane 
deterrence” of Hongkong remains 
more appealing than life in Vietnam. 










The 68 Sri Lankans on trial have admit- 
ted to being members of the People’s Libera- 
tion Organisation of Tamil Eelam, a former 
separatist group which, despite its preten- 
sions to being a legitimate political party, 
has become a guns-for-hire organisation. In 
exchange for staging the coup, the organisa- 
tion was to be given a tourist resort in the 
Maldives to make money from, and the use 
of Male’s port for gun-running. 

Mr Luthufi's alleged motive for trying to 
take over the country is rare in the history of 
coup attempts. He is said to have wanted to 
relax Islamic laws which prevent Maldivians 
from drinking alcohol and going dancing. 
The 200,000 islanders have been protected 
from such temptations until now by confin- 
ing tourist resorts to otherwise uninhabited 
parts of the thousand-island chain. 
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The country has no army. Male has no 
prison. But innocence may be a thing of the 
past. The national security service, which 
has performed little more than guard duties 
and minor police work, may now be turned 
into a fighting force. There are still more 
than 250 Indian paratroops on the islands. 
Radar equipment may be installed to guard 
the coastline. Like a household which has 
been burgled for the first time, the Maldivi- 
ans may never feel safe again. 





China 


o0 taxing 


FROM OUR CHINA CORRESPONDENT 


Pee taxes is seen as just as much a 
pain in China as it is in the West. Or 
more so. The tax authorities of Shanghai 
have seized the books of 10,361 private bi 
nessmen—and found that 8,953 of them 
had evaded tax. Since Shanghai is China's 
biggest city and produces 1296 of the coun- 
try's exports and 14% of national income, a 
tax-dodging rate of 86% among “registered 
individual businessmen” does not please 
the government. After all, China’s finance 
minister, Mr Wang Binggian, has just an- 
nounced a government budget for the next 
financial year which, excluding debt service, 
will produce a deficit of 7.4 billion yuan ($2 
billion). The gap will yawn that narrowly 
only if he is right in optimistically predicting 
that the government can collect 255.7 bil- 
lion yuan in taxes. 

The Shanghai figures probably hide a 
gloomier reality. China’s command econ- 
omy and police-state regimentation keep 
things under control only in theory. Practice 
involves millions of individuals blithely ig- 
noring inconvenient orders, whether they 
come from the factory manager or Mr De 
Xiaoping. The streets of China’s towns a 
cities are full of unlicensed pedlars obeying 
Mr Deng’s maxim that “to get rich is glori- 
ous"—and determined not to lose out on 
any glory by paying income tax, which can 
reach a marginal rate of 4596. While 8696 of 
the 163,000 registered businessmen in 
Shanghai (3.296 of the city's workforce) may 
have evaded taxes, probably 10096 of the 
unregistered ones did. They are said by 
China Daily to number 100,000 —and their 
income "is many times higher than employ- 
ees in state-run enterprises”. 

The taxman's problems will get worse 
before they get better. The State Council, or 
cabinet, has decreed an austerity pro- 
gramme designed to cool the overheated 
economy. But in a society hooked on con- 
sumerism, this will only encourage both 
buyers and sellers to move further outside 
state control. The move will be made easier 
by the omnipresence of private business af- 
ter a decade of economic reform. Private 


THE ECONOMIST APRIL 8 1989 _ 
c Roni E 


å . fee ie "ce A Tn 00 OO -— ^ 










IMEDE 1989 
... building on your executive 
experience... 


Rigorous, practice oriented management 
programs. Interaction — a key element of the 
IMEDE process. Faculty with a real-world 
focus and world class reputation. __ 
Business leadership on a global scale. 


IMEDE 1989 GENERAL 
MANAGEMENT PROGRAMS 
Seminar for Senior Executives 
To widen strategic vision, broaden perspectives and 


; Strengthen leadership practices. For executives in 
- Senior positions. ! 


February 26 - March 17 June 11 - June 30 
October 15 - November 3 


Managing Corporate Resources 


For senior operating executives and general managers 
who want to develop broader perspectives and inte- 
grative abilities in leading their management teams. 


| April 30 - May 26 September 17 - October 13 
Program for Executive Development 


To prepare successful middle managers for future 

general management positions. Separable in 2 five-week 

modules. 

January 8 - March 17 April 23 - June 30 
August 13 - October 20 


For more information on the full range of IMEDE's 
. programs, please contact Marie-Dominique Calcio, 
IMEDE, Tel: : int'l ..4121/267112 


WITH A WORLD- 
CLASS FACULTY 





IMEDE 
Chemin de Bellerive 28 - Lausanne - Switzerland 
Postal address: PO. Box 915 - CH-1001 LAUSANNE 
Tel: ..4121/ 2671 12 - Fax: 2667 25 - Telex: 455 871 









LPS are now offering their second guaranteed fund, London 
Portfolio Guaranteed Company H Ltd. The Fund's aim is to 
achieve a high rate of retum through trading international 
futures contracts, It is registered in Bermuda. 

* Capital Guarantee A major intemational bank guarantees 
to the Fund the retum of an amount equal to the initial 
invested capital when the Fund matures in June 1994. 


* Strategic Investment Futures funds are an important 
element in a diversified portfolio. Furthermore they can profit 
from rising or falling markets. Through the international futures 
clearing broker, Cargill Investor Services Inc. (CIS), and the 
expertise of LPS in guaranteed funds, LPG Il offers highly 
professional and effective access to this key investment sector, 































* Rigorous Selection of Trading Advisors LPS and CIS have 
employed the OPTACIS*"" program, a proprietary advanced 
computer system for the combination of futures investment 
advisors. While past performance is no guarantee of the future, 
OPTACIS*™ has selected a combination of Trading Advisors 
showing an historical compounded annual rate of retum on a 
pro-forma basis of 





* No Sales Charge Substantially all investors’ capital is put to 
work. Minimum investment $30,000. 


London 


ortfolio Guaranteed- 
Company II Lid. 




















An investment offering sponsored by: 


London Portfolio Service pic, 

101 Neptune House 

Marina Bay, 
Gibraltar 

Tel: (350) 79120 

Fax No: (3501 78428, Tix No: 2378 GET GK 

This advertisement does not constitute an ofler to sell shares. 
Applications for shares in London Portfolio Guaranteed Company I! 
Ltd. will only be considered on the terms of the Prospectus. 

For further information and a copy of the Prospectus please contact 
LPS direct or fill in the coupon. 
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Please send a Prospectus to: 
PIU RE RE PER Se ae ee i 
Address: 





Country: —— 


Telephone if necessary on: London Portfolio Services 
Offer closes 1st May 1989. 


It is essential to include your telephone number in case prospectus needs to be couriered. 


OPTACIS'*"" is a proprietary product of Cargill Investor Services Ine., a wholly owned but independe 
managed subsidiary of Cargill Inc. CIS is a leading international broker in futures and options 
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ps IA 
businesses in Shanghai supply 40% of the 
city’s non-staple food; some 2,000 private 
E irmen look after its 4m bicycles. In the 
ole of China, according to one researcher 
at Nanjing University, there may now be as 
y as Im privately-run enterprises, em- 
ipl ing perhaps 30m workers. 
What's a taxman to do? He might try to 
persuade honest communists to snitch on 
capitalist roaders. Despite Mr Deng’s 




















maxim, money-making is not universally ad- 
nired, especially when the boss takes home 
as much as 40 times what his worker does. 
No wonder so many rich entrepreneurs, 
anxious to safeguard themselves and their 
, have become increasingly charitable 
to p workers and neighbourhoods. An- 
o her way to feel more secure, of course, and 
one with a longer Chinese tradition, is sim- 
ply to bribe the taxman. 


Suharto in word 
and deed 


4 SHE history books of Indonesia are full 
_of heroes. But President Suharto ap- 
s to be leaving nothing to chance. This 
we 'ek the 68-year-old soldier-politician burst 
into print with a 600-page autobiography, 
somewhat immodestly entitled “Suharto: 
My Thoughts, Sayings and Deeds". Its 
publication coincides with a film being 
h own in Jakarta and other cities that de- 
picts a larger-than-life Suharto fighting the 
Dutch in the war of independence, his 
ushing of the 1965 attempted communist 
coup, and other exciting matters. 

— Indonesians are expected to seem self- 
effacing, even if they are not. In the book 
anc the film Mr Suharto appears egocentric 
inc ] opinionated. His army colleagues are 
up pset that he has admitted in his book that 

e government was behind the killing of an 
os imated 10, 000 people i in a ten-day crack- 
down on "organised" crime in Jakarta in 
1983. Human-rights groups said as much at 


the time, but General Benny Murdani, then 
- head of the armed forces, claimed that the 
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FROM OUR EAST ASIA CORRESPONDENT 


ROM the wage statistics, you might 

think that women in South Korea 
are short of money. A woman's average 
pay is less than half a man’s. But in a Ko- 
rean household the wife holds the purse- 
strings. Senior civil servants and big 
businessmen will admit, without embar- 
rassment, that they hand over their sala- 
ries to their wives. The wife, in return, 
provides pocket-money. But after the 
rent and the kimchee, where does the 
rest of the money go? 

By tradition, Korean women have in- 
vested their savings in clubs called kye. A 
dozen or so friends meet each month, of- 
ten in a restaurant, and put some money 
into the kitty: perhaps 50,000 won ($75) 
each. Over the chopsticks, they talk 
about how to invest it. Occasionally a 
lump sum may be taken out for some- 
thing important, a wedding or a funeral. 

Smart housewives in Seoul have 
tended to put their pooled savings in 
property. Recently, though, many have 
been tempted by South Korea's stock- 
market. The market index tripled in the 


Where granny moves the market 





















SEOUL 


two years to the end of 1988, and is still | 
rising. Spurred by privatisation, the 
number of individual investors is dou- 
bling every year. 

The women's clubs have been quick 
to get in on the act. There are now more 
than 230 women's stock-investment 
clubs. Among them they hold invest- 
ments worth 10 billion won on paper. 
One largish broker, Daewoo Securities, 
has opened up a special women's branch 
in a posh suburb. It has classical music 
and fountains and is drawing 50 new cus- 
tomers a day. Korea Gallup has just done 
a study reckoning that 32% of South Ko- 
rea's 2.5m investors are women and that 
4196 of the women have been investing 
for less than a year. 

No surprise, then, that rumours fly 
around the Seoul stockmarket about the 
activities of rich female investors with 
huge portfolios. A mysterious one, re- 
puted in the trade to be a grandmother 
from the Myongdong district of Seoul, is 
said to be so powerful that she can move 
the market single-handed. 
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killings were the result of gang feuds. 
Western diplomats wonder why Mr 
Suharto, a man who has near royal status in 
Indonesia, should behave like an everyday 
politician who likes to see his name in print. 
The president, the country's ruler for 20 
years and now in his fifth term of office, has 
already secured a place in Indonesian his- 
tory as the father of the nation's develop- 
ment. He has presided over a degree of pros- 
perity unknown under his predecessor, 


Sukarno. 





Some Indonesians believe the president 
may have become impatient with the grow- 
ing criticism of his government. University 
students were out on the streets last month. 
Rice farmers in central Java have staged pro- 
tests about the compensation they were of- 
fered after their village was flooded by a dam 
development. Enough is enough, the presi- 
dent may be saying in his book and on the 
screen. Just remember what you owe your 
country, and me. 
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the piggy-bank 


| MAN wants a holiday but has no spare 

PA cash. Prudently, he decides to save. He 

^ puts part of his pay into a spending account 

- and the rest into a piggy-bank. But he keeps 

on spending as much as before, topping up 

- his spending account with cash from the 

piggy-bank, which he replaces with little bits 
aper saying that a spending account 
jës Ae piggy-bank money. He thinks he 
- has saved for his holiday—a fallacy that is 

. exposed only when he tries to redeem those 

. bits of paper against an empty spending 

account. 

— = This little story describes the present 
workings. of America's social-security pen- 
sion system. The trust fund that collects pay- 
roll taxes from employers and workers and 
pays out pensions to the old and disabled is 
running big annual surpluses (see chart). 

.. Splendid, say many politicians: we are sav- 
ing to finance the pensions the baby-boom 
generation expects to collect in the next cen- 
tury. Such prudence is unusual among poli- 

. ticians. And, sure enough, they promptly 

. combine it with profligacy by "borrowing" 
those lovely surpluses to finance other 











spending. The trust fund holds bits of Trea- 


." $üry paper; spending continues as before; 

| yet the budget deficit seems to shrink. — . 
The trust fund goes back to the start of 
`- xcial security in 1935. It was supposed to 
ep retirement benefits safe from politi- 
s tinkering. But until a decade ago, 
in no Mes of n uei. large 










. paymétits to iude on pension. ' This a ar- 
© rangement worked fine until a decade or so 
ago, when high rates of inflation, increased 
"benefits and an upsurge in the number of 
nsioners threatened the fund’s solvency. 
ing ahead to the retirement of the 
baby-boom. generation made the prospect 
worse. To a procrastinating president 
ngress the solution was clear: set up a 
al commission to study the problem. 
-The commission, looking at some gloomy 
‘Treasury Department projections, recom- 
~ mended a small trimming of benefits in the 
ant future and a speeding up of planned 
ses in payroll taxes, Thanks to the 
ssion's high reputation (it was pre- 
er by the present Federal Reserve 
Mr Alan Greenspan), this pack- 
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age was adopted. By next year, payroll tax- 
rates will have risen by 30% since 1978, and 
half of all Americans will be paying more in 
payroll taxes than they do in (more progres- 
sive) income taxes. 

In consequence, the trust fund is accu- 
mulating surpluses. The surpluses are "in- 
vested” in special interest-bearing Treasury 
securities. These securities and the interest 
they collect are notional: they amount to 
nothing more than claims on the taxes and 
loans that the Treasury will have to raise 
when they are redeemed. But the extra in- 
come the trust fund raises from workers and 
employers is real, and reduces the Treasury’s 
need to borrow (or raise taxes) to finance 
the deficit. The trust-fund is ostensibly “off- 
budget". But its annual surpluses ($56 bil- 
lion in fiscal 1989) are added back for the 
purposes of the Gramm-Rudman deficit-cut- 
ting law. When you hear some figure re- 
ferred to as the federal deficit, that is after 
this convenient bit of jiggery-pokery. 

Those who disapprove of this double- 





< counting suggest four ways of ending it: 


1. Take social security genuinely off-budget. 
That would, of course, require deeper 
spending cuts in order to balance the bud- 
get. Both Republicans and Democrats on 
the recent National Economic Commission 
proposed a variant: count in social security 
but aim to run a budget surplus exactly 
equal to the social-security surplus. 
2. Instead of investing the social-security 
surpluses in Treasury paper, invest them in 
corporate equities and bonds. The govern- 
ment would have to borrow f more outside or 
spend less. 
3. Recognise that the federal government's 





too big for comfort and start cutting. 
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pension liabilities in the next centur 


fits, at least for the better-off. A va 
would partly “privatise” social sec 
cutting benefits (and payroll taxes) and 
ting workers instead to invest in m | 
sion funds. | 
4, Stop pretending that pension cofn 
ments in the next century can be met 
ing up bits of paper now, and restore 
tem to its original pay-as-you-go: bas 
cutting payroll taxes. This too would r 
lower government spending or more b 
rowing. : 
n pondering these options, dii 
point to bear in mind is that the only 
society can get a rich future is by eng 
a rich economy. It is the size of the e 
that matters, not that of some nomi 
fund. And to increase the size of the 
omy tomorrow requires an increas 
ing and investment today. 
Advocates of option one say: 
achieve this. If the federal budget. 
balance, not counting social: 
federal government would be in 
plus and this would be a form ò 
savings. The government would re 
outstanding debt, freeing capital fo 
investment. But there are two : 
provisos—besides the political impi 
of such Gladstonian rectitude. 
switch from deficit to surplus must 
offset by falls in private saving (which 
follow from higher taxes). Second, 
not mean cuts in productive publi 
ment (including education) since th 
be self-defeating. i 
Option two—investing ee trus fu 
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real assets instead of government paper— 
also assumes that honest book-keeping will 
embarrass politicians into spending less. 
The big difference between it and option 
one is that the government would not be us- 
ing social-security receipts to reduce its out- 
standing debt but would instead be making 
multi-trillion-dollar investment decisions in 
the private economy. 

Option number three—reducing bene- 
fits—looks more promising. Cutting pro- 
spective future costs is as good as or better 
than generating extra resources to meet 

vem. But it will be hard to tell today's work- 
ers, who already are paying big payroll taxes 
to finance today's pensioners (far bigger 
than those pensioners themselves paid) that 
they will not enjoy the same level of benefits 
when they retire. Nor is it clear in an age of 
continuing economic growth that the econ- 
omy will not be able to support today's 
yuppies when they become tomorrow's 
J) 1 im pies. 
— Privatising social security sounds ap- 
pealing, but cannot itself affect tomorrow's 
resources unless it brings with it higher na- 


Missiles 
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F 
WAS GTON, DC 


BOR 20 years, America has been arguing 
. about the "window of vulnerability” of 
its land-based intercontinental ballistic mis- 
siles (ICBMs). Two presidents were elected on 
a platform of doing something about it. 
Now a third has come to office with the 
same goal. And still the argument rages. It 
nay not rage much longer. Signals of com- 
;romise are coming from the tepee. 
-. The window of vulnerability is the fact 
hat, unlike American ones, Russian mis- 
siles are accurate and numerous enough to 
destroy the other side's missiles in their si- 
os. That is because most Russian warheads 
are on land-based iCBMs, whereas most 
American ones are in submarines and 
jombers. An American retaliatory strike 
yould either have to be launched before the 
ncoming missiles arrived—a policy that 
vould put nuclear war on a hair trigger and 
increase the chance of a mistake—or would 
yave to consist of submarine-launched mis- 
iles which are only accurate enough to hit 
ities. Therefore the Russians can threaten a 
nore credible attack—disarming America's 
ICBMs—than the Americans, who can 
hreaten only mutual Armageddon. 

. The first solution to this dilemma was to 
harden existing Minuteman missile silos. 
More accurate, multiple-warhead Russian 
missiles undid that. In response President 
Carter chose to build a ten-warhead Ameri- 
can missile, the MX. But Congress insisted 
the real solution was to make America's mis- 
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tional savings and investment. Privatisation 
also cannot solve the double-counting prob- 
lem: if today's workers are allowed to invest 
their social-security contributions for their 
own retirement, where will the money come 
from to pay for today's pensioners? 

That leaves option four, reverting to 
pay-as-you-go. This would amount to admit- 
ting that governments cannot save for the 
future, a view that some describe as pre- 
emptive capitulation. But the social-security 
surplus is having the opposite of its in- 
tended effect: in helping the government to 
evade cutting the deficit, it is reducing na- 
tional savings, and thereby reducing the 
country's ability to support future pension- 
ers rather than increasing it. Nor is it obvi- 
ous that today's generation is better placed 
to bear higher taxes than tomorrow's 
generation—continuing economic growth 
would indeed argue the other way round. 
Imagine telling a hungry nineteenth-century 
railway navvy that he must pay higher taxes 
to help meet the pension bills of the richer 
century to come. Even today's less hungry 
navvies will surely object to this soon. 


[hree legs good, two legs better? 


siles mobile, so they wouldn't be sitting 
ducks. A plethora of schemes was thought 
up. They would lurk somewhere within a 
system of tunnels; no good: explosions any- 
where in the tunnel would reach them. They 
would live on desert racetracks linking up 
shelters; it proved impossible to get hold of 
enough desert from angry human inhabit- 
ants. They would shuttle between many si- 
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n't this do? 











los: too hard for the Russians to verify arms 
control agreements. They would all stick to- 
gether in one place (“densepack’’) so that 
incoming Russian missiles would commit 
fratricide: impossible to test the theory. 

After 20 years and about 70 such 
schemes, the Reagan administration began 
to deploy 50 Mx missiles in the old Minute- 
man-3 silos in Wyoming. It offered to put 
some of the Mxs on railways in the 1990s, 
but this solution was never very popular out- 
side the Air Force, which wanted anything 
so long as it was cheap—lest it have to take 
money from other projects. An MX on rails is 
not really a solution anyway, because it 
would take too long to load the missiles on 
to trains in case of a surprise attack. 

Meanwhile, Congress had found an al- 
ternative to the rail Mx. The Scowcroft com- 
mission, charged with closing the vulnera- 
bility window, had recommended in 1983 
that, along with the Mx, the United State- 
should build a small, single-warhead, trul 
mobile missile that could go on roads: the 
Midgetman. Ironically, the Mx, born under 
a Democratic president, became a virility 
symbol for Republicans while the 
Midgetman, conceived by a Republican 
presidential commission, was adopted by 
Democrats and Congress. For five years the 
administration and Congress failed to 
a qa The decision was left to George 

ush. 

He is on the brink of taking it. His na- 
tional security adviser, Mr Brent Scowcroft, 
is the Midgetman's father. Mr Scowcroft 
was, until his appointment, the co-chairman 
of a committee drawn from the defence 
elites of both parties, which in February 
found a form of words that satisfied its wide 
range of members and came down gently in 
favour of Midgetman first and rail-wx only 
later. A similar decision would have come 
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- from the White House by now were it not 
for the delay in finding a defence secretary. 
Mr Dick Cheney, who now has the job, has 
always voted for rail-Mx, but that does not 
mean he is set against the Midgetman. The 
Air Force resolutely champions the Mx be- 
cause it is cheaper. A little bit of both is the 
certain outcome. 

That was the gist of what the Air Force 
chief of staff said, thinking out loud a few 
weeks ago. General Larry Welch said 50 mx 
missiles, instead of 100, and 300 
Midgetmen, instead of 500, would make a 
nice litter. Mr Cheney promptly slapped 
him down for speaking out of turn, which 
had more to do with Pentagon power play 
than strategy. But General Welch is on tar- 
get. He was selling to the military the conces- 
sions of accepting Midgetman (perhaps a 
two-warhead version) and limiting MXs to 
50. Strategically, it would be close to the 
worst of all worlds: expensive, because of the 

idgetman, and not very invulnerable, be- 
--.1se there are so few missiles (and they 
would not be ready until the next century). 

If Mr Bush takes that decision, he or his 
successor still must decide where the 
Midgetmen would live. The Air Force, again 
for reasons of cost, wants them based at ex- 
isting missile sites in Wyoming, whence they 
would flee when a crisis loomed. But that 
would make them vulnerable to a surprise 
attack. They could not roam the range in 
peacetime without upsetting the locals. Mr 
Jim Woolsey, a member of Scowcroft com- 
mission and one of the Democrats’ leading 
missile experts, says it makes much more 
sense to put them on the vast military bases 
of Nevada and California, where they could 
be continually on the move. That would 
cost about $3 billion more. 

The debate about the vulnerability of 
land-based missiles has been going on so 
long that a few cynics have begun to wonder 
if it matters all that much. Mr Ba 

‘chman of the Johns Hopkins Foreign 
Yolicy Institute recently wrote in the New 
Republic that perhaps 20 years of fruitless 
argument proves the problem is insoluble. 
There may be no missile that is survivable, 
affordable and compatible with arms con- 
trol. And, after all, a Russian first. strike 
against the land-based missiles would still 
leave America with about 11,000 of its 
12,000 H-bombs, on submarines and bomb- 
ers. The standard answer to that has always 
been that submarines are growing more vul- 
nerable to detection and bombers to pre- 
emptive strike. Though true, this has never 
struck Democrats as sufficient reason for an- 
other vulnerable land-based missile with a 
hair trigger, which is how they see the Mx. 

But doubts about the necessity of pre- 
serving the land-based leg of the “triad” are 
not confined to the liberal left. Mr Fred Iklé, 
who was President Reagan's undersecretary 
of defence for policy, has always had his 
.. doubts. He recently compared ICBMs to cav- 





alry in the 1940s: an undated weapon with 
increasingly limited uses, still defended by 
die-hard supporters. His point is not that 
the other two legs are invulnerable, but that 
far too much of America’s political energy 
has gone into discussing ICBMs and far too 
little into submarines, cruise missiles, stealth 
bombers (which could be used against tar- 
gets other than the Soviet Union) and espe- 
cially command and control centres. The 
vulnerability of ICBMs is not insoluble, 
merely very expensive to solve. The Soviet 
Union, with vast tracts of land and no 
nimby-fied electorate, is the ideal place for 
land-based missiles. America is not. 





Air safety 


One-way ticket 


FTER a visit to the White House on 
April 3rd by relatives of the victims of 
Pan Am flight 103, the airliner blown up 
over Lockerbie, Scotland, the Bush adminis- 
tration announced stricter airport-security 
standards. The government will require sen- 
sors that can detect plastic explosives at 
busy American airports and at busy foreign 
airports where American airlines operate. 
The machines cost about $1m each. 

At the moment there is an odd inconsis- 
tency in American airport-security rules. 
Consider the recent experience of an Econ- 
omist correspondent flying on an American- 
owned airline. 

e Outward from London's Heathrow to 
New York's JFK. The passenger must pass 
through a security gate before reaching the 
check-in desk. He is asked about parcels he 
may have been given. Luggage that is des- 
tined for the aeroplane’s hold is x-rayed. 
(Some passengers have this luggage searched 
by hand.) On-board luggage is x-rayed later. 
It is followed by a complete hand search of 
carry-on luggage, entailing the unwrapping 
of a gift and a demonstration by the passen- 
ger that a lap-top computer works. Passen- 
ger is frisked 

@ Homeward from Miami to London. Pas- 
senger's carry-on baggage is x-rayed. Full 
stop. 

Since the Pan Am bombing there have 
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been different s security standards impo sed 
on American-owned airlines depending on 
whether their flights are going to or from- 
America. The Federal Aviation Administra 
tion (FAA) requires that American sieliai n 
Europe and the Middle East x-ray or hand- 
search all baggage on flights to the Ur = 
States, whether carried on board or c 
tined for the hold. Passengers must also hx 
selected at random and be subjected to a 
complete baggage check. All checked-in be 
gage must be "matched" toa passenger a i 
elling on the aircraft. Citing security, airline 
and FAA officials won't say exactly what is 
required of carriers flying from America. It 
is known, however, that baggage in the he Id 
must be "matched" to a passenger on board. 
and that some, but not all, of the luggage 
bound for the hold is x-rayed. d 

Why this discrepancy? The answer 
that airline-safety officials deem America to | 
be far less at risk from terrorism than other 
places. Some statistics do back this up. Bus 
ness Risks International, a company th: x 
counsels firms on terrorism, says that c 
35,116 terrorist acts conducted betweer 
1970 and 1988, only 747 took place in. 
North America, 626 of them before 1980. 

Still, America is not immune to terror- 
ism (and will become more vulnerable to it 
its security is relatively lax). Since Jan ary 
there have been four bombings within the 
United States apparently linked with Islam Kc 
or Middle East matters. Two book shops. 
and a newspaper office have been fire 
bombed, possibly because of Mr Salman 
Rushdie's novel “The Satanic Verses”, anc 
an attempt was made on the life of the wife 
of the captain of the USS Vincennes, the ship 
that shot down an Iranian airbus. An / 
India jet is widely presumed to have been 
blown up by terrorists on its way from Can- 
ada to Europe in 1985. Bombs in the bag- 
gage from a cp Air flight from Vancouver 
exploded the same day in Tokyo. Suspected | 
Sikh terrorists were arrested in Canada in 
1986, reportedly with plans to attack a et 
flying from New York city. 

America’s differing standards make it 
hard for Europeans to swallow the govern: s 
ment's demands that non-American airline 
flying to America also tighten their securi ity 
In March foreign carriers that use A 
airports were ordered to submit their secu- 
rity plans to the FAA, including plans for s se 
curity at airports outside the United Ste res. 
This has triggered accusations that Ameri ica 
is trying to tell other countries how to run 
their affairs. 

Mr Samuel Skinner, the secretary o d of 
transport, will be in Europe later this mon th 
to try to get foreign carriers and govern- 
ments to foot some of the bill for the new 
bomb-detecting machines. His task ould 
be easier if America’s security standa e s 
were as high as those his government is 2 
ing of others. 
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A plan to let 
you see LA 


In what is probably the 
boldest attempt yet to change 
human behaviour for the 
sake of the environment, offi- 
cials in southern California 
have produced a long-range 
plan to deal with Los 
Angeles's infamous smog. 
The aim is to make southern California 
reach iE standards of air quality by the 
ree 7 
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— "The price of clean air must include 
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Cover your assets 


/ NEW YORK 


X AMERICANS who don't take out 
| L À their frustrations with a gun tend to 
. doso with a lawsuit. Doctors, lawyers, ac- 
= €ountants and other professionals live in 
terror of their clients. Recent absurdities 
of the tort litigation system have in- 
cluded the parents of a teenager who had 
committed suicide suing the Catholic 
church because a priest allegedly gave 
their son poor advice, and a series of 
bankrupt borrowers suing their banks 
— for lending them too much money. This 
year there will probably be 50,000 per- 
. sonalinjury lawsuits, twice as many as in 
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. 1975. The average medical malpractic 
. award is now close to $1 m. Five years ago 
| a medical general practitioner might 
have spent $8,000 a year on an insurance 
. policy that gave him cover for a claim up 
| to $1m. Now he needs cover for $3m and 
. the cost will be around $50,000 a year. 
Medical specialists pay more. 

Now clever lawyers have figured a way 
| for nervous professionals to guard their 
. wallets from other clever lawyers intent 
. on raiding them: an “asset protection 
trust" (APT) in the Isle of Man, a British 
. possession in the Irish sea. Manx law 
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car”, says the official plan adopted by the 
South Coast Air Quality Management Dis- 
trict. It orders more ride-sharing and 
changes in work hours, including work 
weeks of four ten-hour days. In 20 years, the 
plan foresees that 60% of the workforce will 
be on alternative working hours of some 
sort. 
The plan aims to reduce driving by 
bringing homes and work closer together. 
Government-sponsored “neighbourhood 
work stations" in suburban areas are pro- 
posed so that more work can be done with- 
out driving downtown to the office. Pro- 
posed land use and zoning changes would 
place 10% of new employment in “housing- 
rich" areas and a bit under 5% of new hous- 
ing in “jobs-rich” areas. Deliveries of goods 


gives unusually strong protection against 
litigators. The assets need not leave 
America. However, a straightforward 
APT means giving control of your assets 
to the trustees. A better, if more compli- 
cated, way is to combine an APT with an 
American "limited partnership" in 
which the trust has a 9996 share while 
you retain a 196 share and effective con- 
trol. You then carry on life as normal, ex- 
cept that most of your assets are beyond 
the reach of lawsuits. 

APT partnerships were thought up by 
Engel and Rudman, a Denver-based law 
firm frustrated by its own high insurance 
premiums. The firm has already 
organised APTs for doctors, lawyers, 
stockbrokers, and accountants. It says a 
long queue is forming. The trust usually 
costs less than $15,000 to set up and 
around $2,000 a year to run. 

No clients of Engel and Rudman have 
abandoned their insurance policies. All, 
however, have reduced their cover—usu- 
ally by around a third. Mr Barry Engel 
says that the Isle of Man’s liberal tax 
structure can be used to save more 
money, but he usually counsels against it, 
to avoid arousing the curiosity of the 
American taxman, 

APTs are a vaccine for litigation sick- 
ness, not a cure. All applicants are 
screened by Engel and Rudman to see if 
there are any outstanding malpractice 


suits. The firm fears that if defendants 










appeared to be using an APT deliberately 
to evade justice, this would give the de- 
vice a bad name. Other law firms may be 
less conscientious. Doctors and accoun- 
tants are one thing; husbands on the 
brink of divorce or even drug barons 
close to capture are another. 
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would be required to take place at night, de- 


spite protests from workers and those both- 
ered by the noise. Electric trains would be 
encouraged to supplant diesel lorries. Video 
communications would be promoted to re- 
place face-to-face conferences for business- 
men, and universities would be urged to 
televise classes to save commuting by stu- 
dents. 

The report’s most dramatic assumption 
is that within the next 20 years electricity 
can replace petrol for many of the region’s 
cars, buses and lorries. While this step 
awaits technical advances, cleaner fuels for 
cars and lorries, such as methanol, are urged 
for immediate use. 

The first rules will include a ban on pet- 
rol-powered lawn-mowers ($81m worth of 
such mowers were sold in California last 
year) People would be forbidden to use 
lighter fluid to start their backyard barbe- 
cues. The paint industry, breweries, aerosol - 
manufacturers, and even bakeries woul 
have to install equipment to reduce noxious 
emissions. 

Air quality in the South Coast Air Ba- 
sin, where 11m people live now and 15m are 
expected to live by 2010, is close to the worst 
in the country. Ozone concentrations reach 
three times the federal health standard. Car- 


bon monoxide and ash from fires reach 


. maximum levels of twice the federal stan- 


dard. The southern California air basin is 
the only area in the country that still fails to 
meet the nitrogen dioxide standard. Al- 
though this region was the nation's first to 
identify the cause of smog and to make pio- 
neering strides towards curbing air pollu- 
tion, population growth keeps overwhelm- 
ing its efforts. The Southern California 
Association of Governments says that the 
region "is buckling under its own weight”. 
The governments believe it is obvious that 
improved air quality depends on controlling 
Boeth and the distribution of housing an4 
jobs. 

Many towns in southern California are 
bewildered by the new duties the plan would 








impose op thtm and the new te 





es that 
would be needed. Businesses are alarmed at 
the costs they foresee in complying with the 
plan. The cost to government of such new 
facilities as improved roads and electrical 
railways is put at about $42 billion. If all goes 
according to plan the first stage will cost 
about $7m a day. The planners cheerfully 
calculate that this works out at only 60 cents 
a day per person—and that this cost will be 
offset by people having to spend less on doc- 
tors and medicines. 
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War profiteers 


WASHINGTON, DC 


d j 'HE three businessmen staring at 
Newsweek readers smile but their mes- 


age is grim. "There is a crisis in the business 

community," reads the advertisement for 
the impressive-sounding Princeton Diagnos- 
tic Laboratories of America. “This crisis is 
drug abuse and... your bottom line suf- 
ers. 

Every war has its profiteers. The crusade 
of the Reagan-Bush administrations against 
drugs has created new opportunities for en- 
trepreneurs, some of whom have passed 
through the “revolving door" from govern- 
ment service in the traditional Wash- 
ington manner. Princeton Diagnostic 
is headed by the former director of 
President Reagan’s Drug Abuse Pol- 
icy Office, Mr Carlton Turner, along 
with a retired rear admiral and a self- 
described “international expert on 
toxicology”. They offer free "valu- 
able information” on how to detect a 
potential drug user (sunglasses worn 
at inappropriate times, irritable 

aood) and how to dismiss that per- 

on in a way that minimises the pos- 
sibility of a lawsuit. That is the come- 
on. What they are actually selling is 
drug tests for employees. 

t business got a boost on March 
21st when the Supreme Court upheld the 
constitutionality of drug tests for govern- 
ment workers in sensitive jobs. The limits of 
the ruling are unclear, and the bill of rights 
does not apply to private employers anyway, 
but the decision is expected to legitimise 
and encourage the growing practice. The 
government has plans to test half its 2.2m 
civilian employees. According to the Wash- 
ington Post, more than a third of America’s 
companies now have some kind of drug-test- 
ing programme. 

Syva, a Californian company, intro- 
duced the first mass urine-testing procedure 
for marijuana in 1981. Syva's revenues have 
grown steadily since then to $130m last year. 
The drug-testing industry is on the verge of 
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EDDLING time is here again. Lat- 

est of an endless line of east-coast 
politicos who have gone seeking Irish- 
American votes 3,000 miles still further 
east is Mr Harrison Goldin, comptroller 
and would-be mayor of New York city. 
Mr Goldin has been visiting Catholic 
west Belfast and, yes, you guessed, he 
reckons its citizens are crushed under the 
heel of the “mischievous” Brits. 

Not for Mr Goldin the folly of admit- 
ting, even temporarily, as New York's 
mayor, Ed Koch, did last year, that, per- 
haps, in a province with a large pro-Brit- 
ish majority, the British are not an occu- 
pying army after all. Mr Koch soon had 
to back-track. Should Mr Goldin choose 
to attend any more fund-raising dinners 
of Noraid, the iRA’s American front, as 
he already has done this year, he can dine 
with no such blot of truth on his 
conscience. 

Not, says Mr Goldin, that he ap- 
proves of the IRA and its guns. His pre- 
ferred weapons for Northern Ireland are 
the MacBride principles. These call on 
American companies with Northern 
Irish plants to practise fair employment 








ment certification standards. 

Running a drug-testing programme is 
not just a matter of buying a lot of paper 
cups. A company must pay consultants to 
set up the programme and chemists to test 
the urine. The Georgia Power Company 
pays chemists about $30 per specimen for 
analysis and spends another $20 each on ad- 
ministering the programme. Then there is 
the cost of lawyers to handle the lawsuits 
fled by employees dismissed after testing 
positive. 

The American Civil Liberties Union 
(ACLU) is happy to file such lawsuits. It 
thinks universal or random drug testing of 
employees is an unwarranted invasion of 
privacy. It is helping members of President 
Bush's own staff who are suing to avoid tak- 
ing the test. Opponents of drug testing ar- 
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Brooklyn, Bronx, Belfast” 


































there. In effect, this means to practise — 
discrimination in favour of Catholics. 
America's Irish lobby has campaigned — 
hard for the MacBride tincid ind 
several states have made them manda- 
tory on local companies. 

The British do not like that. They ae C- 
cept the aim of fair employment; in 
their government is putting throug 
similar, if weaker, law. What ike d he 
Brits, and irks far more their Unior st 
fellow-citizens in Northern iene i is 
that foreigners—in pursuit of domestic tic 
votes, not Irish welfare—are using eco- 
nomic pressure to tell them how to be- 
have. Every American “factfind Vg 
visit to Ulster, let alone those of c ei 
IRA propagandists, rubs salt into this. 
irritation. e e; 

It is a small wound, but a worsenin 
one. Ambitious New Yorkers, please 
note: Northern Ireland is not part c of 
New York city, nor yet of the Uni 
States, nor even of South Africa. Its sf ix 
counties, by the wish of their majo ty, 
have since 1801 been part of the Unitec 
Kingdom, an independent country 
since—well, let's say since 1776. 


gue that the, test punishes an e 
ployee for off-the-job behavioural 
may not directly affect his pert f 
mance. The ACLU also notes th ^ s 
consistency that an employee can b 
punished for smoking a joint on. 
summer holiday, which leaves ar 
due that can be detected for veek 
but not for getting drunk in the & 
ning of a working day. 
Meanwhile, in a different wa 
the Food and Drug Administrati 
will hold a public meeting to ra 
other group of entrepreneurs y 
want to market home AiDS-test 
kits. The purchaser would take his o 
blood sample, send it off to the laborate 
and await the results by post. The 2 zen 
dubious about the idea. It worries that pe 
ple who test positive will not get adequ 
counselling, 


Virgin Islands 


Rum doings 


CHARLOTTE AMALIE, ST THOMAS 


que are people on St John, the sk 
t and most beautiful of American 
gin Islands, who think that Charlotte A: 
lie, the colony' S capital on next-door | 
Thomas, is too noisy and rushed. Toti eve 








Farrelly's bunker 


body else it is a mildly bustling West Indian 
tourist haven where, between rum drinks, 
the biggest excitement is the arrival of an- 
other cruise ship. 

Normally, that is. These days Charlotte 
Amalie is getting more excitement than it is 
used to, or wants. Mainland newspaper re- 
porters have been scouring the island. The 
Department of the Interior, which acts as a 
kind of colonial office, has been investigat- 
ing the local government. The rai has even 


conducted a "sting" operation in the very 


heart of tourist St Thomas, the luxurious 
Frenchman's Reef Beach Resort. 

The cause of all this activity was an ill- 
fated meeting in December, up north in the 
District of Columbia, between Mr Marion 
Barry, DC's mayor, and Mr Charles Lewis, a 
St Thoman who once worked for Mr Barry's 
government. Police raided a hotel room af- 
ter the two men met there and found traces 
of cocaine. Mr Barry has been under intense 
scrutiny ever since; Mr Lewis was arrested 
on March 3rd in the rBi's Frenchman's Reef 
sting, allegedly for trying to sell drugs to un- 
dercover agents. 

Unfortunately for the Virgin Islands, 
the encounter between Mr Barry and Mr 
Lewis also brought attention to a joint 
project, partly run by Mr Lewis, in which 
the DC government was helping the territory 
with its personnel management— not a field 
in which the District of Columbia govern- 
ment is especially highly regarded. Enter the 
Interior Department which, with a degree of 
imperial élan, investigated how its charge 
had conducted the project. A report was is- 
sued on March 31st. 

It was stinging. According to the depart- 
ment's inspector general, nearly $229,000 of 
the project's $260,000 budget was spent im- 
properly or questionably. The government 
of the Virgin Islands was accused of misman- 
agement and having almost no control over 
the activities of DC personnel working on 
the project. Some of the consultants were 
found to have spent money from the project 
on gifts and on unneccessarily high-priced 
hotel rooms. There are also unanswered 
questions about more than $35,000 in air- 
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travel expenses. 

The scandal is another blow to the ad- 
ministration of Mr Alexander Farrelly, the 
governor of the Virgin Islands. Mr Farrelly, 
a Democrat, entered office in 1986 amid the 
general expectation that he would be able to 
solve many of the islands’ problems. Despite 
what was until the Eastern Airlines strike a 
prosperous tourist trade, the percentage of 
people living in poverty on the islands is 
nearly three times that in the mainland 
United States. But Mr Farrelly's tenure has 
been troubled. His administration has been 
scolded by the Interior Department for its 
involvement in a complicated deal involving 
an aluminium plant and a company with ties 
to Mr Marc Rich, a businessman whose 
taxes and trading have sometimes aroused 
the interest of American authorities. Three 
of Mr Farrelly's top officials have resigned 
since November, two of them citing lack of 
support from the governor as a reason. 

This political ferment does not touch 
the duty-free shoppers in Christiansted or 
the snorkelers of Trunk Bay. But for the is- 
landers who have just celebrated Transfer 
Day, the 72nd anniversary of America's pur- 
chase of the islands from Denmark, it is un- 
usual. The lotus-eaters on St John knew it all 
along. 





Housing 


Hoom at the inn 


OR 21 vears federal law has forbidden 

housing discrimination on the basis of 
race, sex, colour or national origin. Until 
last month this was little more than an ex- 
pression of good intentions. The federal 
housing authorities had no powers of en- 
forcement. The Justice Department could 
not ask for damages or seek penalties against 
the guilty parties. Anybody wishing to claim 
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his rights under the law had to find—and 
pay—a lawyer. Not surprisingly, few did. 

All this changed when a new law, the 
amended Fair Housing Act, signed by Presi- 
dent Reagan, came into effect in March. It 
empowers the Department of Justice to sue 
to obtain redress for victims of housing 
discrimination (the damages may include 
payment for personal humiliation as well as 
loss of time or money). It can also seek heavy 
fines on landlords who discriminate. Mr 
Jack Kemp, the new housing secretary, 
promises vigorous enforcement of the law. 
Government complaints alleging racial 
discrimination in rental policies have al- 
ready been filed in Miami and Minneapolis. 

The new law also adds to the categories 
of people who cannot be discriminated 
against: the disabled (including those with 
AIDS) and families with children. This last 
category is by far the largest group of Ameri- 
cans who find suitable housing beyond their 
grasp. Single mothers and those with mental 
illnesses are the least likely to be able to es- 
tablish their rights without government 
help. The only people excluded from the 
protection of the new law are drug dealers, 
addicts and transvestites. 

Developers of big blocks of flats de- 
signed for successful young people in and 
around the big cities and for wealthy pen- 
sioners in Florida and California are wor- 
ried. Arguments that balconies and swim- 
ming pools pose dangers for children are 
unlikely to get very far. Under the new law, 
the only valid excuse for excluding children 
is that 8096 of the flats in a development are 
occupied by someone aged 55 or more. 

But the main intended beneficiaries of 
the new law are unlikely to be able to afford 
the rents at places they now have legal access 
to. Professional blacks families may benefit 
most. Many can afford the rents but find 
themselves excluded—often ostensibly be- 
cause they have children. 
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Living abroad may mean sunshine, good 
living, high salaries and lower taxes - but it 
also means no BBC Television. But now, the 
BBC puts this right with a new service, 
BBC Video World. 

Every two weeks, an exclusive compil- 
ation will capture the unique character and 
quality of British television on a three-hour 
video tape - in your local format. It will only 
be available on subscription direct from us. 

Anyone, anywhere, can be watching the 
best of our television just days after it's seen 
in the UK. 

(Devised to satisfy Britons abroad pining 
for quality viewing, BBC Video World will also 
prove a winner with busy people in Britain 
who don't want to fiddle with video timers.) 

So what's going to appear on BBC Video 
World? In short, a superb selection of current 
television. 

It's a safe bet that subscribers will not go 
short of impartial and intelligent news and 
analysis, the cream of plays and drama 
series, side-splitting humour and sport - with 
club rugby, cup soccer and county cricket. 
And because it's the BBC, natural history 
will always be in the frame. 

Each edition comes in its own rigid library 
case and builds into a chronicle of the year's 
events and a collection of unmatched tele- 
vision entertainment that you ean watch 
again and again. (We hasten to point out 
that there will never be repeats on BBC 
Video World!) 

Subscribers will also receive a genuinely 
exclusive magazine to provide stories behind 
the programmes and act as a ‘Points of View’. 

À year's subscription includes 26 videos, 
six full-colour magazines plus insurance and 
express delivery to your door - no matter 
where it is on earth. 


BRITISH TELEVISION 


To subscribe, for yourself or as a truly orig- 











inal gift, return the coupon or, better still, 
ring the free Orderline. Do it now to ensure 
vou don't miss the valuable first edition. 
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INTERNATIONAL 


Namibia's birthday fiasco 


OUTH Africa seldom plays fair with its 

black neighbours. But it is seldom given 
as good an excuse for playing rough as it was 
this week by the blunder of the guerrilla 
force that has been fighting it for 23 years in 
Namibia and by the embarrassing unreadi- 
ness of the United Nations peacekeeping 
force to do its job of supervising the Namib- 
ian peace settlement. 

In fighting that raged throughout the 
week in northern Namibia, South Africa's 
men killed more guerrillas of the South 
West Africa People's Organisation than in 
any other battle of the long war. The South 
African foreign minister, Mr Pik Botha, 
publicly threatened to abort Namibian inde- 
pendence and was apparently cajoled out of 
it by Mrs Thatcher, who was in Windhoek 
when the trouble began. The presidents of 
the neighbouring black states denounced 
South African "genocide". The one con- 
solation is that, for all the shooting, South 
Africa seems to be sticking to its promises of 
independence. And a free election in No- 
vember, and probably a SWAPO government, 
remain murkily in sight. 

The shooting started on April Ist, the 
day the transition to independence formally 
began. The South Africans claimed that be- 
tween 600 and 800 swaro guerrillas had 
crossed from Angola into 
Ovamboland, their party’s home 
ground; during the following 
three days, they said, another 500 
or so came over. The indepen- 
dence agreement signed in Ge- 
neva last August obliges SWAPO 
guerrillas to be north of the 16th 
parallel by April Ist, 120 miles in- 
side Angola, clear of Namibian 
soil. The Americans, who ar- 
ranged the agreement among the 
Angolans, the South Africans and 
the Cubans, had omitted to in- 
clude swaro. But the organisa- 
tion's president, Mr Sam Nujoma, 
wrote to the UN secretary-general 
to say his men would stay north of 
the 16th parallel. 

The United Nations was sup- 
posed to supervise the move to in- 
dependence. When the guerrillas 
appeared it could do nothing to 
stop them. The South Africans 
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therefore demanded that they should do the 
job, and the UN’s representative agreed. 
About 2,000 paramilitary policemen, 600 
Bushmen auxiliaries and several helicopter 
gunships set off after the swAPO men. The 
UN further agreed that South Africa’s Na- 
mibian army, the South West Africa Terri- 
tory Force, should deploy three battalions. 
This force, like SWAPO's, was supposed to be 
confined to its bases by April Ist and dis- 
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But too few came too late 



















banded altogether by May 13th. 

By mid-week, about 200 guerrillas 
20 from the security forces had been k 
SWAPO says its men had been in Namibi =a 
along. This seems untrue. SWAPO has p 
of supporters in northern Namibia, v with 
guns buried in the garden. But this week's 
guerrillas numbered more than 1 000, : some 
of them with heavy weapons. They mer 
they were on their way to UN as semb n 
points inside Namibia, which do not exi 

The guerrillas’ motives are unclear 
They like to claim they forced the South Al 
ricans out. With their enemies confined tc 
their bases, it must have seemed worth tn 
ing to contact the men from the UN, 
has for years backed SWAPO. 

But the UN, which is trying harder th 
SWAPO probably realised to be an hon es 
broker, had almost nobody on th | 
anyway. Its Transitional Asistencia C au 
was utterly inadequate to sort out the m 
Over the protests of black African states 
the Security Council had reduced hen ur m 
ber of soldiers from the 7,500 originally er 
visaged to 4,650. Even the smaller contin 
gent was delayed: less than a quarter of i 
was in place by April Ist. When the fig 
began the UN had only 100 soldiers in. he 
north, most of them signallers and engi 
neers. Belatedly, the Americans promised 
on April 6th to fly in a battalion of Finns 
armed with pistols. 3 


The best hope is that all 4,650 € 
will be in place by April 20th, three ek 


too late. In the meantime UN officials 
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head of peacekeeping operations, tried to fix 
a deal from the Angola side, while 
the special representative in " a 
mibia, Mr Martti Ahtisaari, went 
to the war zone. The South / 
cans said that if the P 
rendered and handed over th 
weapons, they would get safe cc 
duct back to Angola. But the guer 
rilla bands have been brokeri i r " 
fragments by the fighting. Get 3 
them to disarm will not be ez 
Even if the ehe 
stopped, the peace deal is ad 
damaged. Both sides have seen tl 
UN force at its weakest and n 
not respect it when it gets u 
full strength. SWAPO d it 
sympathisers condemn it for let 
ting the South Africans out € 
their bases. The civilians caughtir 
this week's crossfire may no lor " 
put their trust in UN protection. 
SWAPO too may be weakened. 
Its supporters may be jus 
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"about attending its rallies, and the move- 
ment itself is divided. Its members inside Na- 
mibia have grown increasingly impatient 














elderly and unpredictable Mr Nujoma. Mr 
Nujoma himself was on the border when the 
incursions began and is suspected of having 


al leaders may be wondering why he 
‘pounced when swaro looked likely to be 
handed power through the ballot box. 

— A Most important, however, is the impact 
of the fighting on South Africa, which could 
till scrap the independence deal. Ministers, 
‘including Mr Pik Botha, the foreign minis- 
ter who negotiated the transition agree- 


= 


ment, have suggested that if the UN cannot 


e Or ol SWAPO it should get out. The far- 
‘tight Conservative party wants to use the 
“betrayal” of Namibia's whites to beat the 
"government in South Africa's own general 
election, expected within six months. 

£ The UN maintains that the SWAPO units 
id no "aggressive intent" but it concedes 
at they broke the agreements by moving 
out out of Angola. The South Africans 
ve threatened to kill the guerrillas who do 
ot surrender, while insisting that for their 
part they have scrupulously observed the 
agreements . They i insist that the UN should 
‘condemn SWAPO's behaviour and hope that 
A incident will dent the movement's for- 
"tunes in the election campaign. The peace 


plan, unlike at least 200 Namibians, is still 
alive. 
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Down tools 


r HE team that was meant to rebuild the 
4K economy has downed tools and walked 
x the site. On March 31st Argentina's 
nister of the economy, his deputy, the 
bvernor of the central bank and the secre- 
ary of the treasury all resigned. 
| EE minister, Mr Juan Sourrouille, had 
S tru ggled to contain inflation and to put the 
gc overnment's finances in touch with some- 
g like reality. The effort began in July 
; ot , with the Austral Plan. This intro- 
duced a new currency and set out the neces- 
ar; y steps of raising taxes, cutting public 
spending, selling state monopolies, keeping 
vag _ increases realistic and generally en- 
Argentina's corporatist state. Be- 
b this policy existed, and the govern- 
was democratic, both the United 
Sta es and the International Monetary Fund 
have given Argentina the benefit of the 
fo ot and lent it money to tide it over. 
— The policy failed not because it was 
wrong, but because the government did not 
ap ply it. In a new and nervous democracy, 
beset by rebellious soldiers, the ruling Radi- 
| party always gave in when pushed by 
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public servants, trade unions, employers, 
state governors and every pressure group in 
sight. Mr Sourrouille tried. His colleagues, 
and his boss, President Raul Alfonsin, 
would not let him succeed. 

So fast is the decline that the figures are 
hopelessly out of date. The public-sector 
deficit has swollen to more than 1096 of 
GDP. The government has paid for this by 
printing money, fresh austral notes, smelling 
cleanly of half-dried ink, and borrowing on 
the domestic market in amounts that raise 
interest rates sharply, drain the market of 
productive capital and swell the rate of infla- 
tion. Profits are restrained, but the mini- 
mum wage moves in line with inflation, so 
few investments are made. Prices rose 1096 
in February and 1596 in March. That points 
to an annual rate of 31096. Everybody who 
could rushed to buy dollars. 

Mr Eduardo Angeloz, the Radical can- 
didate to succeed Mr Alfonsin in the elec- 
tion on May 14th, wanted to dissociate him- 





Peronists won't help either 


self from this disaster; he found it 
convenient to blame Mr Sourrouille. On 
March 30th he implicitly called for the econ- 
omy minister's resignation, and the next day 
he got it. Only after four days could the pres- 
ident swear in a replacement. He is Mr Juan 
Carlos Pugliese, who had been president of 
the lower house of congress. 

Mr Pugliese, like Mr Alfonsin, is a good 
democrat. But his main qualification for 
cleaning up Argentina’s economic mess is 
that he did the same job (rather badly) in a 
short-lived government a quarter of a cen- 
tury ago. Whereas Mr Sourrouille was on 
the whole a free-marketeer, Mr Pugliese 
thinks the state should play a bigger role in 
the economy; he did not say how. His objec- 
tive seemed to be to save the Radical party's 
electoral chances by matching promise for 
promise the prospectus of the rival 





Justicialist party. 

The Justicialists, led by the know-noth- 
ing Mr Carlos Menem, inherit the populist 
tradition of General Peron. The party's base 
is in the unions, most of whose members 
work for the state: for its bloated railways, 
its idle port authority, the dark light-and- 
power company, the incompetent civil and 
education services. Mr Menem woos them 
by saying that both money wages and pub- 
lic-sector employment should rise. He adds 
for good measure that the public-sector defi- 
cit would be wiped out if the country 
stopped paying its foreign debts. 

r Menem applied such nonsense in 
the state of La Rioja, where he is governor; it 
has gone broke. His election as president 
seemed certain, even before the Radicals fell 
into disarray with Mr Sourrouille's resigna- 
tion. In Argentina, as in Brazil and Peru, de- 
mocracy is showing its power to disappoint 
the people who desire it. 





Haiti 


Coca coup 


ICTATORS do well out of foreign aid. 

When a visitor from the State Depart- 
ment said the Americans might start help- 
ing Haiti again, the country's latest boss, 
General Prosper Avril, was glad to accept 
the conditions. The general was to move to- 
wards free elections (which, like his former 
masters, the Duvalier family, he routinely 
promises to do). More difficult, he was to 
stop his fellow-officers trans-shipping drugs 
from Colombia to the United States. 

When he seized power last September 
the general placated the Americans by sack- 
ing the army's main drug transporter, Colo- 
nel Jean-Claude Paul. That changed noth- 
ing. The colonel promptly died of "food 
poisoning”, and other officers took over his 
trade. This time Gerieral Avril fired four 
lieutenant-colonels and announced the for- 
mation of a new army anti-drugs unit, pre- 
sumably paid for by the Americans. 

The army's drug profiteers were 
alarmed. At dawn on April 2nd Colonel 
Himler Rebu of the. Leopard battalion 
(which thinks of itself as Haiti's finest) ar- 
rested General Avril in the presidential pal- 
ace, set his own men to patrol the streets 
and said he was in charge now. The neigh- 
bouring Dominican Republic issued a "tem- 
porary humanitarian visa” to General Avril, 
welcoming him to exile. The colonel set off 
for the airport with the general in custody. 

The plot fell apart on the way. Troops 
loyal to General Avril intercepted the Leop- 
ards, released their prisoner and arrested 
Colonel Rebu. But the Leopards in the pal- 
ace had hostages: the general's family and 
the defence minister and his family. What 


was more, they were threatening to burn 
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Himler versus Prosper 


down the capital if Colonel Rebu was not set 
free—and Port-au-Prince is mostly built of 
wood. Mobs burned tyres in the streets, and 
the prudent stayed at home while soldiers 
drove around firing their weapons. 


This stage of the palaver seemed 
to have ended with four soldiers 
dead, the capital under curfew and 
the general back in his palace. The 
Americans had bought him some 
time by offering refuge to Colonel 
Rebu and two other colonels. But the 
army has fallen bitterly into rival fac- 
tions—and the army had replaced the 
Duvaliers' secret police as the only co- 
herent force in the country. The 
Americans have continued dropping 
hints about aid, presumably hoping 
that will buy better behaviour. 

The United States can hardly like 
helping General Avril, the Duvaliers' heir. 
But it has little choice. Without the food 
and fuel that Haiti cannot afford to import, 
its people would begin starving in their 
thousands. No amount of American subsi- 


Bush, Shamir and son of Camp David 


EFORE it happened, the first meet- 

ing between Mr Yitzhak Shamir and 
President Bush was billed as one of the 
most dramatic in the Israeli prime minis- 
ter's life. It happened, in Washington on 
April 6th, on the very day this newspaper 
is printed. Never mind. Here are the dra- 
ma's programme notes. 

In the plot so far, Israel and America 
are friends. America gives Israel more 
than $2 billion a year to help it survive in 
a region where all its Arab neighbours, 
bar only Egypt, reject it. Lately, however, 
a strain has come between the buddies. 
Mr Yasser Arafat, a former terrorist, has 
offered to live in peace with Israel. In re- 
turn, Israel must end its occupation of the 
West Bank and Gaza, territories that it 
captured in a war in 1967, and let the Pal- 
estinians have a state there. 

America, intrigued, holds meetings 
with Mr Arafat. In the past, the Ameri- 
cans opposed the idea of a Palestinian 
state: there was not enough room, they 
said; and, given independence, the people 
in it might break their promise to be nice 
to Israel. But America has always wanted 
[srael to give up some of the occupied ter- 
ritory, and has grown keener since the 
start of a desperate revolt by the occupied 
people. Perhaps the Palestinians could 
share control of their state with King Hus- 
sein, a nearby monarch of proven reliabil- 
ity, who once ran the territory himself? At 
any rate, it's time to talk. 

Mr Shamir arrives in Washington ap- 
palled by this disloyalty. It is obvious, he 
says, that the spruced-up Mr Arafat still 
harbours murderous intentions. If he got 
control of the West Bank and Gaza, he 
would soon turn on Israel proper. Nice 


King Hussein would be no match for the 


wily Palestinian. Besides, the Israelis have 
a perfect right to the occupied territories. 
God gave them the lands in sacred trust, 
thousands of years ago. How, Mr Shamir 
embarrassingly asks, could any good Jew 
give them away? 

Now the curtain rises on the friends' 
meeting. In principle, only three things 
can happen: they can fall out completely, 
patch up their differences, or part without 
a formal rupture but on frostier terms 
than before. And now, perforce, The 
Economist turns to speculation. 

There can be no complete falling out, 
because too many Americans care too 
much about Israel to leave it all alone in a 
cold world. But to patch things up the 
friends need to agree on a peace plan. Mr 
Shamir has one: the Camp David accords 
that brought peace between Israel and 
Egypt in 1979. Mr Arafat hates that plan, 
because it did not offer an independent 
Palestine. The Americans are cool, too, 
because they know most Arabs consider 
the plan an excuse for Israeli procrastina- 
tion. It promised the Palestinians "auton- 
omy’, but set aside for later negotiation 
the question of who should ultimately 
own the disputed territory. 

Mr Bush cannot embrace Camp David 
without looking wimpish. At the very 
least, he will make it plain that Israel must 
one day let go of most of the West Bank 
and Gaza. Already, before Thursday's 
fateful meeting, he had startled Israel by 
saying bluntly that the occupation must 
end and that the Palestinians must have 
their "political" rights. 

So must it be an inconclusive, ill-tem- 
pered parting between the friends? Not if 
Camp David can be artfully repackaged. 
Some of its ideas—the proposal for a grad- 




































































dies can give the Haitians a decent govern- 
ment, a disciplined army or the prospect of 
any economic activity whose profits woulc 
remotely approach those to be earned by 
trans-shipping cocaine. J 


Cuba and Russia 


Generation gap - 


HREE days of Mikhail Gorbachev's 

meetings, speeches and press confer 
ences in Havana were, said Mr Fidel Castro, 
like a family conversation. To outsiders Mr 
Gorbachev's visit, which ended on Apr 
5th, sounded more like a family row. Sinc 
he took power in 1959 Mr Castro has often 
disagreed with the Russians. All that time hi 
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ual Israeli disengagement from Arab | 
towns, local elections and Palestinian self 
government—are still good. But the Pal- 
estinians will not accept it unless they are | 
persuaded that the new plan is a first step ` 
towards real independence, not an eva 
sion. An evasion, of course, is exactly 
what Mr Shamir wants. Why not an - 
American-Palestinian version of the 1917 — 
Balfour declaration, in which Britain - 
promised the world's Jews a national | 
home in Palestine? The Palestinians, after — 
all, live there already. 
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has been kept going mainly by Russian 


hand-outs. The giver should therefore win 
the arguments; but it is not clear that Mr 
Castro has lost yet. 

Latin America’s most enduring caudillo 
hated the way Nikita Khrushchev withdrew 
the Soviet missiles from Cuba in 1962. He 
tried to export revolution to the rest of 
Latin America, while Leonid Brezhnev pre- 
ferred to deal with established governments. 
He enjoyed a personality cult while Yuri 
Andropov tried to end Russia's. He keeps 
Cuba's economy under state control while 
Mr Gorbachev is moving the other way. 

Mr Gorbachev's disappointing remarks 
included: 

@ “We are against doctrines that endorse 
the export of revolution or counter- 
revolution.” 

@ Russia is "not seeking political or military 
advantages in this hemisphere.” 

@ "There is mounting hope in the world for 
better relations, and I think the Soviet 
Union and Cuba understand their respon- 
'sibilities." Mr Castro replied that “we have 
no such certainty that imperialism has 
assimilated that new international reality." 

Mr Gorbachev reaffirmed his belief in 
berestroika, politely observing that eco- 


— momic reform was not a prescription for ev- 


-ery country. Mr Castro said it would be “ar- 
bitrary, capricious and absurd" to apply 


~ policies designed for a big country to little 


Cuba. Mr Gorbachev talked a lot about last 
month's Soviet election. Since Mr Castro is 
planning no elections, that event received 
scant coverage in Cuba; and as soon as the 


- Visitor was gone, Cuba's main human-rights 


,protestor was publicly arrested. 

Mr Castro, at 61, is undisposed to 
Gorbachev under- 
standably fights shy of an open quarrel but 
must now decide how to cut the political 
and economic costs of the alliance. Russian 
sources have recently been making it clear 

t once current investment projects are up 
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and running Cuba will get little more direct 
financial assistance. Most Russian aid to 
Cuba comes in the form of subsidised pur- 
chases of sugar, nickel and citrus fruit, and 
cheap sales of more oil than Cuba needs: it 
sells the surplus for hard currency. The 
Americans, who are inclined to guess high, 
reckon that all this is worth $4 billion-$5 bil- 
lion a year. 

Hinting at what is to come, Mr 
Gennady Gerasimov, the Soviet foreign 
ministry spokesman, said Russia would seek 
“a gradual balance of our economic ties”. 
Since the deficit is on the Cuban side, that 
might mean increasing Cuban exports (but 
the Cubans already produce too little sugar 
to fulfil their quota). Or it could mean cut- 
ting Russian exports, which would leave the 
Cubans short of all sorts of things they 
need. If the family is breaking up, it will 
transform the politics of the Caribbean and 
Central America. 





Iraq 


One Saddam, 
one vote 


FROM A CORRESPONDENT IN BAGHDAD 


OY APRIL 17th Iraqi diplomats are due 
to meet their Iranian counterparts in 
Geneva for a new round of peace talks. They 
are unlikely to negotiate a formal end to the 
Gulf war while Iran's leadership is in its 
present condition of internecine turmoil. 
Still, nobody expects the Gulf war to re- 
sume. Fortified by the lull, Iraq's President 
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A THE end of their patrols, majors 
and colonels from UNIMOG treat 
each other to leberknódel from Austria 
or Indonesian spiced rice. It is not the 
best of assignments, says one experi- 
enced blue-beret wearer, but it is still bet- 
ter than Lebanon. The only casualty 
came in the first week after the ceasefire 
last August. Someone got sunstroke. 
UNIIMOG, you remember, is the 
United Nations Iran-Iraq Observers 
Group. A month ago, the UN thought it 
had persuaded Iran and Iraq to agree on 
a mixed military commission to settle 
some of the problems along their 750- 
mile border. Then protocol raised its 
head. The Iranians would consider only 
two meeting places: one in the middle of 
some southern marshes, the other sev- 
eral miles behind Iraqi lines. They also 
said there could be no handshakes and 


no serving of tea or coffee. The commis- 


Where peacekeeping works 





Hussein wasn’t a candidate 


Saddam Hussein is consolidating his control 
at home and dabbling cautiously in some 
new adventures abroad. 

During the eight years of war against 
Iran, President Hussein made his power ab- 
solute by clamping tight personal control on 
the army, the Baath party and the ubiqui- 
tous mukhabarat, the secret police. The sol- 
diers were kept busy at the front and the 
party loyal with privileges and gifts. The se- 
cret policemen made themselves so hated by 
ordinary Iraqis that they now depend on the 








sion has not yet met. 

The 350 UN peacekeepers come from 
15 countries. A staff of 100 civilians 
mans twin headquarters in Baghdad and 
Teheran. The commander, a Yugoslav 
general, shuttles back and forth on direct 
flights instead of going the long way 
round through Turkey. 

There are few violations of the 
ceasefire. Iran has opened the gates of a 
large canal north-east of Basra. The 
flooding renders some Iraqi positions on 
the border untenable but would make 
the going there impassable for tanks if 
fighting resumed. In the centre of the 
front two Iraqi oil wells and a gas well 
have been burning in no-man’s-land 
since the last days of the war. Berween 
feasts, UNIMOG collects dead soldiers. So 
far, more than 2,000 bodies picked up in 
the border area have been sent back to 
their families. 
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president’s protection almost as much as he 

depends on theirs. 

On April Ist, citizens were given a pub- 
lic holiday and a chance to vote. The presi- 
dent did not put his own job on the line. But 
8m voters were eligible to choose members 
of the national assembly, a parliamentary 
body whose main job is to rubber-stamp de- 
cisions handed down by the ten-man Revo- 
lutionary Command Council through 
which Mr Hussein governs. In a show of 
confidence, the government allowed inde- 
__ pendent candidates to stand against the rul- 

ing Baath party. “Pluralist” reforms are 

— promised vaguely for the future. 

A more convincing sign of confidence 
would be a decision to let more soldiers 
come home from the front. About Im men 

are still under arms because, says the govern- 

- ment, the war is not yet over. The real rea- 
son is fear of the political and economic dis- 

- location that demobilisation might cause. 
Two coup attempts have been rumoured in 

_ recent months. Returning soldiers would ex- 
pect higher wages than the Egyptian mi- 

_ grant workers hired during the war. 

In many ways, Iraq has emerged from 

£ the war a calmer place. President Hussein no 

, longer seems passionately interested in liber- 

ating Palestine, or in destabilising or over- 

F running the small Arab sheikhdoms of the 

© Gulf. But he remains interested in foreign 

- policy. Most Iraqis share his conviction that, 

— although Iraq started the war, it served the 

_ interests of all Arabs by fighting off the Per- 

‘sian onslaught. Iraq has become the stron- 

_ gest Arab military power. The president de- 

‘mands appropriate respect. 
| He is getting it. With Egypt, Iraq is at 
~ the centre of a new Arab alliance, the Arab 

— Co-operation Council, in which Jordan and 

North Yemen are junior partners. Iraq 

— seems in no hurry to repay the billions of 

- dollars it owes the Gulf Arabs for money re- 

- ceived during the war; and the Gulf Arabs 

= seem in no hurry to ask. King Fahd of Saudi 

_ Arabia visited Baghdad at the end of March 

—— for the first visit by a Saudi monarch since 

lraq's Baathist revolution of 1968. There he 


a. 














_ signed a non-aggression pact and promised 
- extra money to help Iraq rebuild, for peace- 
ful purposes, the nuclear reactor Israel de- 
— stroyed in 1981. 
— — This wary goodwill could evaporate if 
- President Hussein goes too far in avenging 
— himself on Syria, his old rival, for taking 
- Iran's side during the war. Liberal supplies 
of Iraqi weapons are said to have given Gen- 
eral Michel Aoun, who heads the Maronite 
- administration in Lebanon, the confidence 
à to challenge Syrian authority in his country. 
| As a result, Syrian forces and their allies 





i 





have been pounding the Christian half of 
Beirut with artillery for several weeks. Most 

- members of the Arab League would wel- 
come a Syrian withdrawal from Lebanon, 
but not if it means an inter-Arab war. 
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Newfoundland 


The union at 40 


FROM OUR CANADA CORRESPONDENT 


TS people noted, but hardly celebrated, 

Newfoundland's 40th birthday as a prov- 
ince of Canada. There are still old New- 
foundlanders around who chopped down 
their maple trees and ripped “O Canada" 
from their song-books on March 31 1949, 
when the proud island which had been Eng- 
land's oldest colony joined the Canadian 
confederation. To this day some maintain 
that a mighty mistake was made in the 1948 
referendum. That was when the islanders 
voted to join Canada rather than resume 
the status of "responsible government" af- 
ter having been run for 15 years by a com- 
mission from the United Kingdom. 

Newfoundland is known as The Rock. It 
has always bred sturdy, original thinkers; 
theirs is the only country to have declared 
bankruptcy, in the depths of the Great De- 
pression. lt recovered swiftly in wartime as 
the main staging post between America and 
Europe, and as temporary home for thou- 
sands of American airmen. 

Today even the most fervent opponents 
of union with Canada admit that the move 
brought its blessings, including money to 
pave the roads and all the benefits of a wel- 
fare state. The province still receives in fed- 
eral transfer payments about C$3.50 for ev- 
ery tax dollar Newfoundlanders send to 
Ottawa. Life has improved immeasurably 
since the first provincial premier, Joey 
Smallwood, began coaxing his people out of 
the hundreds of little ports that were accessi- 
ble only by fishing boat and into more ur- 
ban living. 

On the debit side, Newfoundland gave 
up exclusive control of its offshore re- 
sources. It took much of the fiery energy of 


Mr Brian Peckford during a decade as pre- 
mier to regain full say over the development 
of the vast Hibernia oilfeld. The old 
wounds about this are easily opened. 

Newfoundlanders were mortified on the 
very day of their 40th anniversary to learn 
that Ottawa had agreed that France could 
fish an extra 11,000 tonnes of cod from 
these east coast waters. [n return, France 
says it will allow a dispute about fish and 
maritime boundaries around its islands of St 
Pierre and Miquelon, off the Newfoundland 
shore, to go to an international tribunal. 
News that a consortium of oil companies 
and governments was nearing agreement on 
bringing Hibernia into production by the 
mid-1990s was distant comfort set against 
the threat to the fisheries. 

Unemployment in Newfoundland al- 
ready runs at twice the national average. For 
all their oratory and wit, Newfoundland's 
premiers have not proved good business- 
men. Joey Smallwood, during his 23 years as 
Liberal premier, did several dreadful deals in 
hopes of quick riches: from the oil refinery 
at appropriately named Come by Chance to 
the sale of hydroelectric power from Chur- 
chill Falls, which brought wealth to Quebec 
instead, as the middleman supplier to New 
England. Just before he resigned in January 
Mr Peckford made himself a laughing stock 
for the C$20m ($17m) he poured into a 
huge complex for growing cucumbers. They 
promptly wilted in this foggy land. 

Mr Thomas Rideout, his successor as 
Conservative premier, called a snap election 
for April 20th and distanced himself from 
the Peckford follies. He has closed the green- 
houses and turned the spotlight back to fish- 
eries. The Tories and Liberals are level in 
opinion polls, but a well calibrated display of 
anger against his fellow Conservatives in Ot- 
tawa may win Mr Rideout a chance to steer 
his province into sunnier waters. 
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EUROPE 


Poland' s new deal 


FROM OUR WARSAW CORRESPONDENT 


FIT had happened in 1980, when Solidar- 
ity was first created, it would have been a 
miracle. If it had happened even six months 
ago, it would have seemed astonishing. 
Now, set against the fast pace of Hungary's 
reforms and the excitement of the recent 
election in the Soviet Union, the agree- 
ments signed on April 5th between the Pol- 
h government and the Solidarity-led oppo- 
sition seem almost commonplace in Eastern 
Europe. Yet the documents, which 
for the second time this decade give 
Solidarity the right to exist, go much 
further than either the communist 
party feared or Solidarity dreamed 
nine years ago. Poland's communists 
look prepared to make a formal sur- 
render of their monopoly of power. 

They have not done so easily. In 
the nine years between the previous 
attempt at a historic compromise and 
this one Poland saw the virtual col- 
lapse of the party, the imposition of 
martial law, the banning of Solidarity 
and relentless economic misery. By 
creating what it calls a "socialist par- 
liamentary democracy’, the party 
hopes to win back both its authority 
and enough support to carry out à 
painful reform of the Polish economy. 
1e has had to accept that it can do nei- 

her without a deal with the 
opposition. 

For Solidarity and its leader, Mr 
Lech Walesa, this has been a far from 
trouble-free second coming. Until the 
last moment the talks threatened to 
collapse. Poland’s official trade 
unions were refusing to sign because 
of a dispute over how much workers 
should be compensated for rising prices. 
What should have been a triumphant clos- 
ing ceremony turned into an embarrassing 

le, so much so that Polish television 
voices to a football match. 

The crisis-weary Poles are showing far 
less enthusiasm for this agreement than they 
would have in the heady days of 1980. At 
Warsaw dinner parties the round-tablers are 
jokingly called stolarzy (“carpenters”). But 
the changes they have agreed on, if they are 
really carried out, will poke a big hole in 


party power 
Top of the list is Solidarity. An act of 
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parliament will again legalise it as a trade 
union. It will keep its regional and national 
leadership intact. Local recruiting offices are 
already open. Both Rural Solidarity and the 
independent students’ union are also to be 
legalised. 

At elections due in June, 35% of the 
seats in the Sejm (parliament) will for the 
first time be freely contested. But the contest 
will be among the opposition only. The 





The ecole face of Solidarity 


communist party and its tame allies will have 
the remaining seats. There is an understand- 
ing that at subsequent elections all seats will 
be openly contested. Two big constitutional 
changes were agreed on late in the negotia- 
tions. There is to be both a new executive 
president and a senate (an upper house of 
parliament). 

Fearing the results of open elections, 
even for only one-third of the seats in the 
Sejm (now to be the lower house of parlia- 
ment), the party wanted a strong president. 
Whoever gets the job will be responsible for 
foreign affairs and defence, will have the 


right to dissolve parliament and will also ~ 
have the right to veto laws passed by parlia- — 
ment. The*first president is to be chosen by — 
the two houses of parliament. He will proba- ` x 
bly be none other than General Jaruzelski, ~ 
the party boss. After this president has ~ 
served six years in the post, his successor will 4 | 
be chosen by popular election. ca 
The senate is the opposition's counter- - 
weight to the new president. All seats will be ` 
filled by popular vote. The senate will have ` 
the power to veto laws passed by the lower .— 
house, and it will take a two-thirds majority. . 
in the lower house to override the senate. - 
While its powers will be limited by both the — 
president and the lower house, the fact that — 
it is to be freely elected will give it hard«to- 
ignore moral authority. E | 
There is to be greater press free- 
dom. The government has agreed to 
the re-birth of Solidarity's weekly pa- 
per. There will be a Rural Solidarity 4 
weekly, as well as regional union pa- 
pers. In addition, the opposition will — 
be allowed to publish a daily newspa- 
per with a circulation of 500,000. Af — - 
ter much haggling, the opposition rÀ i 
also won the right to one hour on 
state radio and 30 minutes on state 
television every week. E 
Agreement on economic policy — 
proved hardest. From the start, the 
opposition negotiators decided to 1 
concentrate on two demands: that 
wages be indexed to the rise in prices — 
and that increases in food prices be KC | 
gradual. Although these may not be 
the brightest of economic policiesina 
country with huge food subsidies and — 
60%-plus annual inflation, the oppo- - + 
sition decided they were necessary to .— 
prevent social unrest and further —- 
strikes. » 
There was broad agreement that 
there would be some sort of wage - 
indexation, although workers are un- — 
likely to be compensated fully for 
price rises. The two sides accepted the f 
need to cut the budget deficit as a e 
tackling inflation, to improve living st 
dards and to reduce Poland's $38-bi 
foreign debt. There was, however, no indica- 
tion of how all these things were to be- 
reconciled. 
This is still not the end of the list. Pri- 
vate schools will be permitted—meaning - 
that the Catholic church will be able to run © 
its own schools. Private health care will be ` 
extended, and there will be extra money to 
improve the state health service. There isa ` 
commitment to do more for the environ- 
ment. Pollution from Poland's heavy indus- 
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Celebrating Zita 


AS it really the end of an era? Re- 
publican Austria buried its last em- 
press, 96-year-old Zita, with all due pomp 
on April Ist. She had spent 71 vears in 
exile, but Vienna's Socialist mayor was in 
St Stephen's cathedral for the requiem 
mass at which the old imperial anthem 
Gott erhalte unseren Kaiser ("God save 
our Emperor") was sung and a benedic- 
tion given in the seven languages of the 
Austro-Hungarian empire. 
Even more remarkably, two days later 
a requiem for Zita was held in St Mat- 
thew's church in Budapest. That was 
where she and her husband, Karl, had 
been crowned as king and queen of the 
Hungarian half of the empire in Decem- 
ber 1916, just two years before the empire 
broke up. Zita's son, Mr Otto von Habs- 
burg, was there. A citizen of West Ger- 
many and a member of the European Par- 
liament, he was greeted by the crowds as 
one of their own. He speaks all the lan- 
guages of the old empire, so he was able to 











try is probably the worst in Europe. 

It all sounds good on paper. Will it really 
happen? There are already signs of mount- 
ing opposition to the deal from within the 
party-run establishment. The official trade 
unions, thought to be linked to conserva- 
tives in the communist party, were holding 
out for 10096 wage indexation. Thev circu- 
lated a document in several factories and 
mines blaming Solidarity for trying to "sell 
out” the workers. 

Their attempt to cause trouble is not 
only a sign of division within the party; it 
could also pose problems for Solidarity. The 
government-backed unions are trying to 
portray themselves as the true and uncom- 
promising voice of the workers: “outflank- 
ing Solidarity to the left", as one commen- 
tator put it. They are even calling for strikes 
for the first time in their history. The official 





reply in perfect Hungarian. 

The Hungarians were once bitterly op- 
posed to the Habsburgs. When Hungary’s 
ruler after the first world war, Admiral 
Horthy, defeated an attempt by Zita and 
Karl to regain their throne, most Hungar- 
ians were not sorry. Why the warm feeling 
now? 

Nostalgia undoubtedly plays a part. 
Like other Central Europeans who had 
lived and grumbled under the Habsburgs, 
Hungarians have had even more to grum- 
ble about since. Otto von Habsburg 
would almost certainly get an equally 
warm welcome if he showed up in Cra- 
cow, Prague or Zagreb. 

But, except for a few dedicated monar- 
chists, Central Europeans are not dream- 
ing of a restored Habsburg dynasty. What 
they are looking for, as they grope towards 
freer politics, are forms of government 
that would resurrect some of the best fea- 
tures of the Habsburg empire: economic 
stability, religious and racial tolerance, the 














Empress Mitteleuropa | 


rule of law. In celebrating the last human 

symbol of the old empire, they were think- | 
ing with hope of their own future in a rea- 
sonably peaceful and prosperous new 
Mitteleuropa. | 








Hungary 


Central European 
soloist 


FROM OUR SPECIAL CORRESPONDENT IN BUDAPEST 


66T IKE Bartok” may be the best way to de- 

scribe the adventurous foreign policy 
Hungary's diplomats are making in their 
noisy ministry on the Buda side of the Dan- 
ube. The music of Hungary's best-known 
twentieth-century composer was a mixture 
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of ultra-modern and traditional, with a 
strong national flavour and lots of solos. 

At international meetings Hungarians 
who said anything at all used to parrot the 
Russians. Mutism in foreign policy was a 
price for relative freedom at home; it was the 
opposite of the course taken by Hungary's 
bugbear, Romania. Hungary's foreign policy 
is now catching up with its domestic re- 
forms. Its diplomats are finding their own 
voice and testing limits of the possible. Even 
neutralism is no longer a taboo. 

One reason for this change is that the 
loosening of Russian control over Eastern 


unions will have to compete directly with 
Solidarity for members, so they want to land 
the first blows. 

What happens next will also depend on 
the reaction of Poland's neighbours, both to 
the east and the west. Will western banks 
judge favourably an economic reform which 
increases the power of trade unions? Mrs 
Thatcher managed a painful but successful 
restructuring of Britain's economy by 
strong, single-party government and by 
breaking union power in the biggest indus- 
tries; Poland is doing the opposite. And the 
Russians! One opposition leader, Mr Jacek 
Kuron, rendered the hardest-boiled judg- 
ment: “This couldn't be happening if they 
didn’t want it to happen." 





Exploring new moves in Budapest 





— 





60 THE ECONOMIST APRIL 8 1989 


OTR OT aX eene 
P ^ ‘ "Sa d ra) er 
NECI OGL he EI ATIS 


las a? d 


A + 


Europe has bared old frictions. Not even lip- 
service is paid to “proletarian international- 
ism’’—the theory behind Eastern Europe's 
former common face. Hungary's allies do 
not mind that it criticises Romania, which is 
relocating Hungarian-speakers and razing 
their villages. At a March session of the 
United Nations Human Rights Commission 
in Geneva, western countries voted on Hun- 
gary's behalf to condemn Romanian mal 
treatment of ethnic minorities. The Rus- 
sians abstained. 

Hungary is also being pushed to strike 
out into the world economy. Although it 
will go on buying Soviet raw materials, it 
wants other economic partners from all 
over. There are nearly 200 Hungarian-West 
German joint ventures. South Koreans pro- 
mote trade from a newly opened embassy in 
a quayside hotel. Top Hungarians are no 
longer afraid of saying openly that Comecon 
is nearly useless now that Hungary and Po- 
land want market reform while other Come- 
con members, notably East Germany, stick 
with state control. Hungary would love to 
join other trade clubs. It did join the Inter- 
national Monetary Fund and World Bank in 
1982. It flirts with the EEC and the European 
Free Trade Association, but membership of 
either still seems more a fantasy than a real 
option. 

Hungary's relations with Russia are 
changing. Hungarians are no longer afraid, 
at least not so long as reformers run Russia, 
that Soviet tanks will snuff out their demo- 
cratic experiment, as they did in 1956. The 
Hungarian party leader, Mr Karoly Grosz, 
said on March 29th that, had Mr Gorba- 
chev been around 30-odd years ago, he 
would not have interfered with force in 
Hungary's internal affairs. Although that 
"internal" needs noting, the restraint— 
even encouragement—which Mr Gorba- 
chev shows Hungary is another reason for 
its growing self-confidence abroad. 

Encouragement? Yes, in certain things 
Hungary is useful for Mr Gorbachev. Fol- 
lowing Hungary's recent opening of ties 
with South Korea, diplomatic relations with 
Israel are said to be imminent. The Soviet 
Union could soon choose to follow these 
precedents. Yet Hungary is not just an obe- 
dient stalking horse. 

Leaving the Warsaw pact is not on the 
agenda, but Hungarians are asking what 
benefit their country derives from protec- 
tion against a NATO alliance that touches its 
borders at no point. The Warsaw pact offers 
little or no help to Hungary in disputes with 
other East Europeans. 

Militarily, there is not much Russians 
should fear in a neutral Hungary. The War- 
saw pact would have to find a new home for 
its southern command, a small price. With- 
drawal of one of the four Russian divisions 
in Hungary is already scheduled. If negotiat- 
ed cuts in central Europe do in fact put War- 
saw-pact troops on a defensive footing, Hun- 
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gary's army, now 100,000 strong, would all 
but lose its job as flank guard for a Russian 
thrust west. 

Reflecting such thoughts, Mr Oleg Bo- 
gomolov, a reformer close to Mr Gorba- 
chev, said in February, “If Hungary chooses 
to be a neutral state, then it will not be a 
threat just because of that.” Other top Rus- 
sians disagreed. But the Bogomolov kite 
shows the change since 1956, when what fi- 
nally provoked the Russians was the Nagy 
government's intention to withdraw from 
the Warsaw pact. 

[s there a point of no-return for Hunga- 
ry in slipping out from Soviet influence? 
Most Hungarians want to reach out now in 
case Mr Gorbachev fails. Yet Hungary can- 
not up and move. Though dreams of again 
becoming Greater Hungary live on, Hunga- 
ry' s real future is as a small country beside a 
giant neighbour. What matters is not the 
fact but the character of this relationship. 
The obvious model is Austria, though get- 
ting there may yet take time. 





My president, 
right or wrong 


FROM OUR ANKARA CORRESPONDENT 


ITH one election just out of the 
way—the voting two weeks ago for 
new mayors and provincial assemblies—the 
Turks are in a ferment over another. In the 
autumn they must find a successor to Presi- 
dent Kenan Evren, whose seven-year term 
ends in November. Already there are the 
makings of a constitutional crisis. 
The ruling Motherland party won a dis- 
mal 22% of the vote in the local elections. 





Unflinching Ozal 















That is why the opposition parties are im 
ing over the prospect that the prime mini 
ter, Mr Turgut Ozal, may impose a de 
state from his own conservatives. It migh 
even be Mr Ozal himself (he has not d 
out the idea of standing), but one of hisa 
ciates seems a likelier choice. 

He can impose his choice because th 
president is elected not by the voters b 
the National Assembly, where the : 
land party still has an ample majority: i 
holds 290 seats out of 450. Should a pare 
which, judging by the latest test at the poll 
is supported by only one voter in five oa 3 
the head of state? The opposition is screar 
ing about a “travesty of democracy". y 

It would not matter so much ifa Tat s 
president were just a figurehead. But he 
some real power. He can send legi io 
back to parliament, veto the prime. nin 
ter's choice of ministers (as President E vis 
has done on occasion), and in extreme ci 
cumstances dissolve the National Assemb 
and call a general election. 

Mr Ozal is now under pressure to see 
agreement with the opposition on a suitab 
dignified figure to fill the post. He hond 
sign of doing so. Meanwhile, to bolster 3 
sagging fortunes, he has sacked 12 of his 2 
ministers, including his brother, Mr Yus 
Ozal, and a cousin, Mr Husnu Dogan. Th k 
exit is an answer to allegations of nepotism 
but most Turks have dismissed the purge: 
window-dressing. Few members of his ow 
party believe the prime minister can sur S 
until the next general election, due in 198 

The biggest danger is that his ur om 
promising stance on the presidency mapi ir 
ger the army chiefs, who are highly sensitiv 
on the subject. Of Turkey's seven presi 
to date, only one (Mr Celal Bayar) has bee 
a civilian, and he was ousted by the army 
1960. The generals are now prepared to at 
cept another civilian; but they want Mr Oz 
to pick the right man. 
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Spain ^ 
Back to bombs? 


FROM OUR MADRID CORRESPONDENT 


€€ALL fronts in the struggle are open." Sc 

said ETA's communiqué, after its 77 
hour ultimatum for concessions d 
Spanish government had run out. The sta 
statement on April 4th from the Basque seg 
aratists seemingly put an end to their lom 
est-ever truce. Yet at mid-week the gove 
ment was still hoping a way might be foun 
to re-launch the talks with ETA which th 
truce had made possible. The gove it 
chief negotiator, Mr Rafael Vera, was said 
have returned to Algiers, where the ta 
were held. The prime minister, Mr Felig 
Gonzalez, indicated that talks would remai 
a possibility until ETA carried out its ne 
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ris st attack. 
Neither side can afford to be blamed A 
collapse of a dialogue which had raised 
nish hopes of an end to ETA violence. 
: R rorists' political wing, Herri Bata- 
, is hoping to retain its seat in the Euro- 
| Parliament i in June. And since, for the 
election, Spain is one big constituency, 
eeds support beyond the Basque coun- 
The government, already facing labour 
i and mounting inflation, needs all the 
pat iy it can get, especially if, as some be- 
s, it intends calling an early general 
tion. 
Jamesmanship apart, is there really a 
ce to salvage the best opportunity yet 
jeace in the Basque region? Ministers 
| pinning their hopes on a change of 
‘ding in ETA's latest statement. The talks 
e to grief after the separatists insisted 
government, or perhaps the ruling 
st party, should publicly acknowledge 
i tin e 'presentatives had agreed to negoti- 
itt BETA on the Basque country’s politi- 
Even if true, it is an admission no 
i cr atic government could sensibly 
E! would undermine the non-violent 
‘in the region, which together com- 
a majority of the vote, in favour of the 
a d women with guns. 
jut the communiqué ending the truce 
ETA A's only condition for resuming polit- 
“conversations” (not negotiations) was 
a |” (not public) undertaking to re- 
the preliminary agreements reached in 
ers. At the same time, separatist politi- 
































he will to die 
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the 1950s, average life expec- 
&J/ tancy in Greenland was about 35 
^ . It is now almost twice that. This is 
Ye result of the Danish-financed modern- 
ation that has converted Greenland 
om a primitive hunting-and-fishing soci- 
to a near-industrial one. But has it 
le Greenlanders happier? 
t seems not, judging by how fast they 
; killing themselves. In 1960 (say 
eo official records) two people committed 
ticid in Greenland; that would have 
deen six per 100,000. In 1970 there were 
even suicides and in 1980, the year after 
ree and won "home rule" under Dan- 
h protection (until then it had been a 
ovince of Denmark) the figure rose to 
. Of them 35 were men. 
n 1987, the latest year for which fig- 
5s are complete, there were 53 suicides. 
iis amounted to some 100 suicides per 
30,000 Greenlanders, or nearly 17 times 
e rate in 1960. It was also four times the 
rate in Denmark, which itself has one of 


V highes levels of suicide in the world, 








its first action a kidnapping rather than a 
shooting or bombing. 

ETA still has some odd ideas about what 
constitutes a compromise. But it just might 
be learning. 





italy 
Sex, drugs and 
Radicals 


FROM OUR SPECIAL CORRESPONDENT IN ROME 


R RALPH SALERNO, bilingual in 

New York American and his ances- 

tral southern Italian dialect, could walk 
straight into performance as a Godfather. In 
fact, as head of the New York city organised 
crime unit, he arrested many of the heroin 
mafiosi who infested the town 30 years ago. 
Now he says that arresting drug barons is a 
waste of time, since their cousins, godsons 
or even more horrible rivals will at once fill 
the vacancy. Mr Wesley Pomeroy also be- 
lieves that the war against drugs is being 
lost. He should know: he set up the police 
unit which, fictionalised, rushes around the 
small screen under the name “Miami Vice". 
Last weekend in Rome these ex-police- 
men, together with a Madrid drugs-squad 
inspector, a thoughtful chap from Holland's 
Office for Alcohol, Drugs and Tobacco, a 


French judicial officer and a slew of academ- 


27 per 100,000. All the 1987 suicides in 
Greenland were men. Around 180 per 
100,000 Greenland males killed them- 
selves that year. 

Suicide has always played a big role in 
Greenland. In the traditional hunting 
communities, those who 
were a burden—because 
they had become too old to 
hunt or to follow the family 
as it trekked to a new hunt- 
ing ground—took them- 
selves off to an ice-floe or an 
isolated rock and waited for 
death. The recent increase is 
different: youngsters have 
been killing themselves. 
Some 32 of the 1987 suicides 
were by people aged 15-24: 
more than 500 per 100,000 
males of this age. 

All explanations for the 
rise in suicides point to the 
destruction of old ways of 
life. There has been a dra- 
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ics from Harvard, C olnibá (the Sid 
American one), Venezuela, even Britain, 
founded an International League against 
Prohibition whose ideas will be familiar to 
regular readers of The Economist. Prohi- 
bition of drugs, they say, works no better 
than prohibition of alcohol did in the 
United States. Banning drugs mainly pro- 
motes crime, so it would be better to legalise, 
control, tax and discourage them. 

The argument has special attractions in 
Italy, whose governments have never been 
able to beat the Mafia and its offshoots. 
Young ltalians die wholesale from heroin 
poisoning. In 1972 the drug directly killed 
one person. Last year it killed more than 
800. That is one reason why the Italian Radi- 
cal party spent $200,000 of its fat state subsi- 
dies on organising the new international 
anti-prohibition league. 

The party had more Machiavellian mo- 
tives too. The Radicals, like all Italian par- 
ties, attract subsidies according to their vot- 
ing strength. At present they have 13 
members in the Italian parliament and three 
in the European Parliament in Strasbourg. 
Their brightest personality, bringing in 
plenty of votes and therefore money, is a 
deputy who, under the professional name of 
Cicciolina, takes off her clothes for reward. 
Their dominant leader is Mr Marco 
Pannella, a deep-bronzed, ever-smiling man 
known as | altissimo, because he is very tall 
and has a very grand manner. 

Mr Pannella wants more members, 
votes and subsidies. At home in Italy he is 


matic shift of population since the 1950s: 
hunting-and-fishing settlements gave way 
to small towns. The largest of the towns is 
Nuuk (formerly Godthaab), the capital, 
which has a population of 11,000. In 
Nuuk are all the comforts of civilisation, 
but also much boredom and drinking, 
which may go some way to explain why so 
many young Greenland men are destroy- 
ing themselves. 


The statistics are chilling, too | | | 
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uying to form a "ly ERS aoni ' Pu 
erals, another pe ineldis A A 
zarty. At the European Parliament election 
in June he wants to put up Italians for seats 
1 other countries, and foreigners for Italian 
: ES dreams of three British candi- 
dates: Dr David Owen and Mr Paddy 
Asi shdown, two middle-of-the-roaders who 
10: at uarrel with each other, and Mr 
ir re the author of “The Sa- 

t a ic Verses”’.) 
TN international campaign against pro- 
ibition fits the Radical pattern: odd but 
t short of eccentric, controversial but 
vith | respectable supporters, and newswor- 
ay. On April Ist Mr Pannella and several of 
ris pe tational guests held a demonstra- 
in front of the Italian state television 
f ic , because the formation of their 
ague » against prohibition had not been 


zë- 


mentioned on the evening news. 
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"ROM OUR SPECIAL CORRESPONDENT IN BRUSSELS 


— “Social dimension” is not a 
spine-tingling phrase. But it is 
the one part of the European 
Community's 1992 single-mar- 
ket programme that stirs real 
passions. Few of the business- 
len en and politicians who get excited about it 
nov quite what it means, but they know 
what they do not like. Its (mainly British) 
tics suspect the social dimension is really a 
SOC cialist dimension, masterminded by the 
suropean Commission’s French Socialist 
'sident, Mr Jacques Delors. They spot an 
mpt to impose unnecessary rules from 
rus: ssels on Europe's brave new market. 
| e emphatically do not need new regula- 
ions," Mrs Thatcher said in Bruges last au- 
mi a, “which raise the cost of employment 
make Europe's labour market less 
exible.” 
a e commission says it intends no such 
ing. lt stresses that it wants to keep rules 
> yan inimum, but argues that the Commu- 
B bas to do something to help its weaker 
ts adapt to a single market and to meet 
'kers' worries about what 1992 will mean 
them. Quietly shelving an overzealous 
ork g paper produced last September, 
> commission has repackaged its ideas. 
beg dimension”, Eurocrats now 
T ip sise, is as broad as it is benign, and 
consis ts of five main areas. 
t The structural funds. These are de- 
igned to encourage even development 
hi oughout the Community: for example, 
by y helping to retrain the long-term unem- 
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 ployed, or by « 
member-states and to regions hit by the de 
cline of old industries. Last year the EEC's 
member-governments decided to double the 
size of the structural funds in the five years 
1988-92 to 50 billion ecus ($55 billion) to 
offset "imbalances" likely to be caused by 
the 1992 project. The money has already 
been agreed on, so not much room for con- 
troversy there. 
e Hygiene and work safety. All the mem- 
ber-states agree that it would be desirable for 
such rules to be brought into line. The ques- 
tion is how. It would be wrong to 
“harmonise down”, bringing standards in 
richer countries down to those in poorer 
ones; but i will take time for Greece and 
Portugal to “harmonise up" to the stringent 
rules of Denmark or West Germany. On 
April 5th, ministers of social affairs reached 
a preliminary agreement on health and 
safety at work. 
€ A European social charter. This is 
where Anglo-Saxon nerves begin to twitch. 
The idea is to soothe workers’ fears about 
1992 with a "solemn declaration” on their 
rights to social security, to join trade unions, 
to equal pay for equal work, to information 
on companies' reorganisation plans. A draft 
charter should be ready soon. It will not 
have the force of law, the commission 
stresses, but will merely exert "moral pres- 
sure". The British are doubtful that things 
would stop with worthy declarations. 
e Social dialogue. Starting with a meeting 
he arranged at Val Duchesse in 1985, Mr 
Delors has tried to encourage discussion be- 
tween management and union leaders. The 
discussions got stuck on the question 
whether agreements reached at these meet- 
ings should remain purely informal or 
should be translated into Euro-directives. In 





À question of welding Europe together 
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January it was decided to g go on talking b ut 
e a “monitoring group” suggest what 
should be done with the results. 

€ A European company statute. This is 
the really contentious bit. Most people ac- 
cept that such a statute, which would be op- 
tional, not mandatory, could make it easier 
to set up subsidiaries or merge companies 
across EEC frontiers. But the commission 
wants it to include recipes for worker par- 
ticipation, an idea tried in the rejected 
Vredeling proposal of the early 1980s. 

Companies adopting the European stat- 
ute would have to choose between three ver- 
sions of worker participation. One is the 
"German model” of Mitbestimmung 
(putting workers on supervisory boards). 
Another is the "Franco-Belgian model" of 
comités d entreprise (elected workers' coun- 
cils). The third is the supposedly "British 
model", which leaves it up to individual 
companies to negotiate their own arrange- 
ments. In the commission's view these rules 
are so flexible that no company need be put 
off by them. Still, Mr Delors insists that 
there can be no "zero option" for worker 
participation. 

Sceptics point to the tax incentives the 
commission wants to offer to companies 
adopting the Eurostatute and wonder how 

“optional” it would really be. Many compa- 
nies are worried by the worker-participation 
clauses: if they are really so flexible, why 
bother with them at all? Even before minis- 
ters get down to arguing over the details, 
they face a row about whether the proposed 
company statute can be approved by a ma- 
jority vote (as the commission would like) or 
must be passed unanimously. 

That could be crucial, because Britain 
will have few allies in opposing the worker- 
participation rules. Socialist governments in 
the Community are naturally in fa- 
vour. West Germany and Holland 
support the idea because they do not 
want other EEC countries to enjoy the 
competitive advantage of fewer regu- 
lations than they themselves have. 

Try as the commission might to 
smooth things over, the “social di- 
mension” seems bound to arouse pas- 
sion for a while yet. This stems not so 
much from the differences between 
conservatives and socialists as from 
the clash between British attitudes— 
supported by the managements of 
some American multinational com- 
panies—and those of much of the 
rest of the Community. Most Europe- 
ans accept that there should be a 
“partnership” between workers and 
employers. British businessmen feel 
they have only just restored their 
right to manage after a hard-won 
showdown with organised labour. 
Why lose in Brussels what was gained 
at home? 





THE ECONOMIST APRIL 8 1989 








to 


VISOP 


insactior 


t 


Sar 


S 


"Y 
M 


NN 


Looe 
EBL 


7 


P 


fi 


K 


SPASA 


B 


1107777 


ox 


Y 


o 


ARS 
SENS 


SN 
NEAN 


S 


RS 


ey 


Y 


M 


Leg 


tf 


SS 


SS 


EARNS Sad 
e 


I 


v 


Git 


NDA: 


du 


be 


TUS 








AE RSS Opp tS T T à Sitti i 
SR a uu ; gen 
pou et i : AUI 


ed 





RE 
35. 
3 

S 
à 


2t 


SCA 


ex 


able. 


le . 
do 


i 


in 


aries 





Repent a 
NT quU 


RAG 


XU 


d LO SS 


5 


Dus 


yere 


None 














































ep C a 
ae IU - 
niodo ERO E 


EING seen to be soft on the City is 
E something that Mrs Margaret Thatcher 
— has always dreaded. She knows her party is 
“vulnerable to any hint of being kind to 
crooked: capitalists. The government was 
relatively unscathed by scandals at Lloyd's, 
the collapse of Johnson Matthey, and the 
Guinness saga. The Harrods affair may yet 
ube different. For it demonstrates amateurish 
ngling by ministers and their officials. 
he affair is the noisiest clash (so far) in 
hat must surely be the longest-running 
takeover battle in business history. Mr Ro- 
land "Tiny" Rowland, head of Lonrho, has 
been trying since 1977 to acquire House of 
Fraser, owner of Harrods in Knightsbridge, 
ondon, and of various other department 
stores throughout the land. When Mr Row- 
land bid for the group in 1981, he and his 
‘colleagues were grilled by the Monopolies 
nd Mergers Commission about their plans 
or Harrods. Their bid was blocked on 
unds that seemed contrived: the MMC 
purported to be worried, eg, that Lonrho 
might flood Harrods with nylon sheets made 
by one of its subsidiaries. Just over three 
— years later, in 1985, the block was lifted— 
-. .but only in the wake of clearance for a rival 
bid, launched days earlier. 
— .." The bid that saved House of Fraser from 
. Mr Rowland came from an obscure Egyp- 
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tian businessman and one-time director of 
Lonrho itself, Mr Mohamed Al Fayed (see 
page 71). With two brothers, he had turned 
up with a cash bid for House of Fraser. 
Banks in Switzerland and the City had 
vouched for the money. Mr Norman 
Tebbit, then secretary of state at the Depart- 
ment of Trade and Industry (Dri), asked few 
questions and waved through the Al Fayed 
bid in ten days flat. 

The British establishment dislikes Mr 
Rowland almost as much as he covets 
Harrods. But it was soon clear that the Al 
Fayeds had misled Mr Tebbit, and perhaps 
pulled a fast one on Mr Rowland. Mr Row- 
land’s bitter campaign of vengeance has 
been driven by that affront. 

It was his persistent badgering that led 
another Tory industry secretary, Mr Paul 
Channon, to commission an inspectors’ re- 
port into the Al Fayeds’ purchase in 1987. 
That was presented, last July, to yet another 
secretary, Lord Young, who has since re- 
fused to publish it. Late last month, Lonrho 
acquired a copy. Lengthy extracts appeared 
on March 30th in a special Thursday edition 
of the Observer Sunday newspaper, which 
Lonrho owns (and through which, not least, 
it has conducted its campaign). All members 
of Parliament and many journalists were 
sent copies. Lord Young has had to battle 









hard ever since to defend bo 
deferment of publication and his 
stand fast despite the leak. : 

Thus did a quarrel over the 
of a shop win front-page headli 
for seven consecutive days. 





Law lords to the rescue E 
Why will Lord Young not publish 
days after receiving the inspectors' r 
he passed it to the Serious Fraud Offic 
further investigation. The pti thoug 
had done a deal with the lawyers and poli 
by the end of last September these wo 
whether or not there were grounds fo 
inal charges. If the director of publi 
ecutions (DPP) was going to proceed, th 
could announce that; if not, it could pu 
the report. 7 
The sfo is still beavering. Indee 
beaver for many months yet. Only fi 
cers from the fraud squad of London’s 
ropolitan Police are working on the 
They have not yet spoken to Lonrho ot 
Al Fayeds. They seem likely to bece 
bogged down in the intricacies of Sw 
banking and Egyptian commerce. Inde 
the poverty of the police resources put oi 
this kind of case is one of the lasting issues 
raises. = 
Lord Young has been told that, 
report were published, police . 
might have to stop and it would b 
find an unbiased jury for any criminal 
If this advice had come only from junio 
cials, he might have been able to over 
But the SFO reports to the attorney 
Sir Patrick Mayhew, who, as the ge 
ment's chief legal adviser, has respot 
for the prr. It seems likely that he, 
advised the DT! against publication. B 
other occasions (see box below) Sir Pa: 
has taken a more robust view of juries. 


Indeed, when Mr Rowland and 


Vn m aerar t NT emm rte nra an Ure Hia 


“J URIES in England are invar 
































































| 
| 
| ably instructed that they mus 
| decide the case only on the evi 
dence that they have heard and see 
| in the trial. In every appropria 
| case—that is to say, cases of any not 
| riety—they are directed to disregar 
| whatever they may have heard- 
| seen elsewhere. In my experience, J 
| ries heed those directions scrup 
| lously, with the fairness that one ex- 
| pectsin theordinary men and women 
| of our country." Sir Patrick Mayhe 
| theattorney general, in the House 
| Commons, December 14 1988. 


mm rera e A armi rare ra tr tri rr Tama tmr M a etse inanar ha iv tur eere 





themselves the subjects of a DTI inspec- 
s report in 1976, they had no such pro- 
ction. They were criticised for a cavalier 
oach to company expenses and for 
vening the government's economic 
tions against Rhodesia. On that occa- 
the inspectors' report was handed 
e press at the same time as it was re- 
ed to the ppp for possible criminal 
ceedings. 

number of other arguments have 
dissuade Lord Young and his col- 
es from publishing the report: 








nvironment 


3reen thoughts 


Yes, green she is and by God 
she is going to prove it. Eight 
cabinet ministers have been 
summoned by the prime min- 
ister to an all-day seminar on 
climatic change on April 
26th. They are the foreign 
| secretary, the chief secretary 
ilie: Treasury, the agriculture minister, 
e secretaries for the environment, in- 
try, education and science, transport 
nergy. The seminar is intended to edu- 
' them on climatic change and global 
ming. It has been arranged by Mr David 
chief scientist at the Department of the 
nment. No excuses or substitutes will 
accepted and Mrs Thatcher herself will 
nd close proceedings. 
Australian physicist, Professor Tom 
; director of the climatic research unit 
University of East Anglia, will open 
discussion with dire predictions of the 
act of the greenhouse effect on the sea 
. His own university in Norwich could 
one of the first to be inundated. 
Mr Ken Currie of the Energy Technol 
y Support Unit at Harwell will then de- 
ribe what the rich world could do to miti- 
the effects. Sir Crispin Tickell, Britain's 
assador at the United Nations, who is 
pidly developing the sort of rapport with 



























- isters in the DTI took the view that publica- 





tion would allow the Labour party to accuse 
them of jeopardising the rights of any defen- 
dants to a fair trial. 

e Since the Observer's leaks, indignant min- 
isters do not want to give the impression of 
being bounced into publication. 

e The government has already gone into 
court arguing that it is justified in not pub- 
lishing the report-—the case goes to the law 
lords on April 10th—and does not want to 
anticipate their decision. 

If the law lords tell Lord Young to pub- 
lish, he will breathe a sigh of relief and obey. 
If they order him not to do so, he will also be 
in an easier political position. The report's 
contents are not expected to be damaging to 
the government. Indeed, some Tory 
backbench Mes are relieved that the govern- 
ment is blessed with such a distraction from 
the weightier issues of the economy or the 
national health service. 


Yet the handling of the report has made 
the government look fumbling and unpre-. 


pared. Lord Young, a minister who has 
never had to face an election, has a meagre 


reservoir of affection and support among. 


Tory backbenchers. The Harrods affair will 
not have helped his political career. 
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Mrs Thatcher that Lord Cherwell had with 
Churchill, has been summoned from New 
York to describe how the rest of the world 
can be brought into line. 

Mr Martin Holgate, formerly chief sci- 


 entist at the environment department and 


now director general of the International 
Union for Conservation of Nature and Nat- 
ural Resources based in Geneva, will 
summarise the possible action to.be taken— 
a role which he performed brilliantly at the 
recent London ozone conference. 
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have had difficulty in taking their departs 
. ments with them. The minister in charge! 


















































tricity-generating companies; and Sir James 
Goldsmith, an international financier who 


has: become increasingly interested in envi- 
ronmental issues. Sir James has been lobby- 





ing the prime minister for a scher 
official aid money to buy up Third World 


. debt, sell off the principal, and swap the 


right to interest payments for a lease on 
tropical rain forests. m 

Ministers have generally failed to grasp 
the implications of Mrs Thatcher's conver- 
sion to the cause of the environment. Only 
Mr Kenneth Baker, secretary of state for 
education, said promptly, "more money" 
and put in successfully for a rise in the sci- 
ence-research budget. 

Some ministers, including Sir Geke 
‘Howe, the foreign secretary, are simply not 
interested in environmental issues. Others 






the Overseas Development Administration, 
Mr Chris Patten, is a keen green, and helped 
to write Mrs Thatcher s how-green-Lam 
speech to last year's Tory party conference. 
But his department has been slow to ask for 


more cash for environmental aid to the 





|o Third World. — 


One project being reconsidered i in the 
wake of the prime minister’s conversion is 
Britain’s contribution to a European scien- 
tific space satellite. Britain dropped out of 
the project when the space-research budget 
was cut last year, but the satellite would be 
particularly useful for monitoring the de- 
struction of the Amazon forest and other as- 
pects of climatic change. 

The minister most in need of re-educa- 
tion, according to some of his Whitehall col- 
leagues, is Mr Cecil Parkinson, the energy 
secretary. He and his department have been 
reluctant to discuss ideas for energy con- 
servation, claiming that sulphur emissiogs, 
from power stations have declined sit 
1979 (and ignoring the fact that they have 
risen since 1984, a side effect of faster eco- 
nomic growth). In particular, the energy de- 
partment has been reluctant to talk about a 
carbon tax, an idea which Mr Nicholas Rid- 
ley, the environment secretary , has said in 
cabinet that he is keen to explore. The pur- 
pose of such a tax would be to make forms of 
energy which emit carbon dioxide, and thus 
contribute to global warming, more expen- 
sive compared with those (such as nuclear 
power) which do not. 

The prime minister is still basking in the 
success of last month's conference on the 
ozone layer. One sign of its international im- 
pact has been a new willingness on the part 
of the Sovier Union, not traditionally. re 
garded as an environmentally sensitive na- 
tion, to follow whatever lead the British set 
in getting rid of chlorofluorocarbons (CFCs). 






The conference has helped to establish the 
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In the battle for contr o 
Fayed 





Us tale 


'ol of House of Fraser, both Lonrho and the Al 
brothers have Aet to use the press. One of the few journalists 


who was always : "E on cal of the Al Fayeds’ case has just joined the staff 
is is 


-of The Economist. ' 
- N OFFICER from the Fraud Squad 


H of London's Metropolitan Police 
1 rang me on Thursday March 30th. Had I 
seen the extraordinary edition of the Ob- 
server newspaper, carrying extracts from 
-the government's official report into the 
Al Fayeds' purchase of the House of Fra- 
"ger group! The squad had picked up sev- 
-veral copies from a local newsagent: would | 
like one? The officer was surprised to be 
. told thatan injunction had been served— 
d that The Economist had already re- 
1 its mid-week Observer. 
{is offer did not come out of the blue. 
rne Fraud Squad had been seeking the 
help of several journalists for some weeks, 
as part of its work on the findings of that 
official report. I wrote an unflattering por- 
trait of the Al Fayeds in 1985 and aspects 
of my involvement then are appar- 
ently relevant to the Fraud Squad's 
inquiries. But Thursday's friendly 
gesture sat oddly with the govern- 
ment's ban on publishing the re- 
"port. After all, the main reason for 
that ban given by Lord Young, sec- 
retary of state for trade and indus- 
try, was that the Fraud Squad 
-among others had asked for it. 
This absurdity is in keeping 
with my earlier encounters with 
Mohamed Al Fayed. I set out in 
May 1985 to write a feature for the 
Financial Times about this man 
apparently rich enough with his 
“9 brothers to pay £615m in cash 
: the House of Fraser. Their ad- 
rs, Kleinwort Benson, a City 
bank, claimed that the Al Fayed family 
had been wealthy for generations. 
ank mentioned the brothers’ in- 
‘cence shipping interests. | spoke to 
six leading shipping brokers. None had 
heard of the Al Fayeds. Further research 
turned up a small shipping business, but it 
was modest indeed beside the kind of 
eali 1 claimed by Kleinworts. The same 
proved true of references to construction, 
ail, banking and property. Assets on the 
scale ‘needed to buy the House of Fraser 
were imply untraceable. 
t Mohamed Al Fayed had clearly 
































| “acted i in theg past asa middleman for Brit- 
ish companies seeking contracts in the 

~ Gulf. Had he grown rich on hidden com- 
‘missions? | went to Dubai and called on 
several prominent figures who had known 
him as a à local ‘businessman. My Arabic 











his account 


was rusty but Í had studied the language in 
the 1970s and knew the Gulf reasonably 
well. What I learnt of the Al Fayeds settled 
one question but raised another. Yes, 
their fortune almost certainly came 
mainly from construction in the oil-rich 
sheikdoms of the Gulf. By any normal 
standards, the Al Fayed brothers had 
been rich men for perhaps a decade or 
even two. But no, it was inconceivable 
that the money they had made there could 
have paid for Harrods. 


Whose money? 


For the Al Fayeds to have dissembled over 
the origins of their own money was hardly 

of great moment. But suppose a large part 
of the £615m was not really theirs at all? 
This looked far more important. The Brit- 





And Mohamed got it 


ish government had waved through the 
bid in the space of just ten days in March 
1985 on the grounds that the money was 
indeed all theirs. Even had the bid been 
financed mainly with borrowed cash, 
would it not have been referred to the 
Monopolies and Mergers Commission? 
The government would surely have 
wanted to know who exactly was to own 
one of Britain's best-known companies. 

In the City, some thought the Al 
Fayeds’ cash came from the Sultan of Bru- 
nei. Mr Mohamed Al Fayed had advised 
him on various matters. Others were baf- 
fled. At Kleinwort Benson, the responsi- 
ble director, Mr John MacArthur, was on 
holiday. Others at the bank were reluc- 
tant to speak on his behalf. 

There was no such reticence at the 
City offices of Lonrho. There, research 








into the antecedents of the Al Fa 
become a cottage industry. | wa: 
dated with photocopied document 
background papers. | treated these 
caution. Lonrho's chief executive 
Tiny Rowland, had once been a cl 
business associate of Mr Mohamed A 
Fayed, and the sulphürous mood at 
Lonrho partly reflected a falling out of old - 
sparring partners. But nothing I took : 
from Lonrho proved misleading. 

The outcome of my work was pub- 
lished by the Financial Times as a feature 
entitled “The Mystery of the Al Fayeds' 
on May 31 1985. It left open the question 
of whose money had paid for the House ol 
Fraser but made clear that nothing in the 
career of Mr Mohamed Al Fayed could ac 
count for such new-found wealth. The A 
Fayeds had risen without trace—ye 
Kleinwort Benson still insisted that there 
was "no hidden hand behind them; .- 

The article also claimed, however, that 5 
"no one seems yet to believe" the Al. 
Fayeds and their financial advisers 
As the bankers and their lawyers 
Herbert Smith, promptly pot 
out, the British governi i 




































































point. B in the respons: 
of the Al Fayeds' advisers, for all it 
bluster and menace, rebutted m 
basic case or added one jot of in- ` 
formation to explain the origins of - 
the brothers’ wealth. ES 
The tiposte of Mr Mohamed Al. 
Fayed himself was intriguing. It is = 
clear today that the article's por- - 
trait of his career was correct in ev» > 
ery significant detail. As it asserted, 
he was born of a humble back- 
ground, worked as a salesman in 
Saudi Arabia in the early 1950s, prose 
pered through his association with Mr. 
Adnan Khashoggi, a Saudi entrepreneu 
and then became a millionaire by helping: 
to fix government contracts in the Gul 
construction boom. But when the articl 
was reprinted in French by Le Figaro on 
June 6 1985, Mr Mohamed Al Fayed sued. 
me and that newspaper for defamation. 
Bizarrely, the Paris courts ruled that the: 
article had indeed “wrongfully referred ti 
the mysterious and even suspicious ori 
gins of the Al Fayed family”. Le Figaro 
was ordered to pay costs plus one franc of 
damages and had to publish a summary of 
the court's findings. Mr Mohamed Al 
Fayed thus obliged a leading French news- 
paper to substantiate, by implication, a 
grand version of his personal history that 
has turned out to be fal se, e 












































and the Foreign Office, as the leaders in de- 
vising new environmental initiatives. The 
Foreign Office earned plaudits for roping in 
|. So many ministers (a total bag of 80), while 
Mr Ridley's visit to China in January was re- 
sponsible for the important participation of 
the Chinese. 

. Mrs Thatcher is now anxious to find an- 
other equally striking initiative. She is keen 
on the idea of an international convention 
on the atmosphere. Before her conversion, 
he would doubtless have insisted on wait- 
ing for the results of a number of studies be- 
ing conducted by an international panel on 
climatic change set up by the World Meteo- 
rological Organisation and the United Na- 
‘ions Environmental Programme. The panel 
due to report late next year. But it now 
Əks as though pressure for earlier action 








State industries 


INCE the publication of the white paper 
J on nationalised industries in 1978, Brit- 
n's public-sector companies have been re- 
uired to make a pre-tax real return of 5% 
n their new investments. At the time, this 
looked reasonable enough: private-sector in- 
ustrial and commercial companies (exclud- 
ing North Sea operations) made a real re- 
irn of 796 in 1978. Come 1981, and the 
deepest recession since the 1930s, a 596 rate 
‘return looked downright demanding: by 


tning just 396. 

The boom years of the 1980s, however, 
ave seen private-sector profitability soar. 
rivate rates of return have risen every year 
nce 1981; in 1988 they hit 11%. Remem- 
ber that this is the average rate: new invest- 
ents should do better still. With the 
pportunity cost of capital so high, the Trea- 
ity reckons Britain's remaining public-sec- 
ir industries ought to appraise their invest- 
nts against a more realistic yardstick. On 
pril 5th Mr John Major, chief secretary to 
ie Treasury, announced that nationalised 
idustries will now be required to make a 
turn of 896 on new investments. The dis- 
unt rate used to appraise projects in the 
on-trading part of the public sector will be 
udged up from 596 to 696. 

Why change now? After all, private-sec- 
tor returns have been above 596 and rising 
for the past five years. The Treasury reckons 
it needed to be sure of the trend. Unbeliev- 
s say that the rate-of-return rules hardly 
matter now, because the number of state in- 
dustries has dwindled as Mrs Thatcher has 
sold them. Close as they are to being sold, 
electricity and water will be largely unaf 
fected by this week’ s change. 





organising it, "e desc in D uu | 
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he rate for the job 


iat time, Britain's private sector was re- - 


may surface at the United Nations in the au- 


tumn, led by Canada and Malta. Mrs 
Thatcher may feel it would be politically as- 
tute to take a lead in getting a convention 


under way. 

This would involve the government in 
thinking about the need for new interna- 
tional institutions to oversee such a conven- 
tion. One idea, being mooted by some of the 
Russian representatives at the United Na- 
tions, is that the UN's trusteeship council, 
set up to look after colonies en route to inde- 
pendence, be converted into a trusteeship 
council for the planet. 

The danger for such grand schemes is 
that the developed countries will think up 
targets for the rest of the world to meet, 
without fully considering the implications 
for their own domestic policies. One effect 
of Mrs Thatcher's seminar may be to fix that 
point firmly in the minds of her ministers. 





That, cynics claim, is why the Treasury 
has marked time: had the electricity indus- 
try still been firmly in the public sector, an 
896 rate-of-return requirement would have 
embarrassingly undermined the govern- 
ment’s plans for capital-hungry nuclear- 
power stations. Back in 1986, for example, 
the Nuclear Energy Agency estimated that 
the Sizewell '8' nuclear-power station now 
being built in Suffolk would be one-third 


cheaper than an equivalent coal-fired sta- 


tion at a 5% rate of return; at 10% the 
agency thought it would be dearer. It proba- 


— bly will be so at 8%, too. The planned nu- 
clear station at Hinkley Point in Somerset is 


unlikely to be cheaper than a coal-fired one 
at any realistic rate of return. 

The Treasury hopes that the new rates 
of return will make those companies still on 
the privatisation back-burner, such as Brit- 
ish Coal and British Rail, leaner and more 
efficient. It will also make them more sell- 
able. British Coal says that it is not worried 
by the change because these days it consid- 
ers only projects which beat 8% by a decent 
margin. But part of British Rail’s investment 
programme may suffer; so may its passen- 
gers’ pockets after BR’s financial targets are 
reviewed later this year. 

In one indirect way, however, the new 
rate-of-return rules will affect the soon-to- 
be-privatised water and electricity indus- 
tries. Some measure of expected rate of re- 
turn will be incorporated in the price- 
regulation sums for parts of both industries. 
The figure being used? By strange coin- 
cidence, 8%. Bad news for consumers: on 
balance, the higher the figure, the greater 
the upward pressure on prices. 











NOULD a local TN go bust? For de- 

cades, those who lent money to them 
assumed not. They got a shock when, two 
years ago, Mr Nicholas Ridley told Parlia- 
ment flatly that “the government does not 
stand behind local-authority debt". The 
shock passed, but it has now been revived by 
doubts about the legality of councils’ inter- 
est-rate swaps and swap options. 

That issue is to go to court. Meanwhile, 
some of the 70-plus councils involved in 
such deals have felt forced to default on pay- 
ments due. It is unlikely, but some creditors 
may yet have to sue for their money. Mean- 
while, though creative financing has mostly 
been stamped ‘on, some councils’ past inge- 
nuity is catching up with them. They spent 
money today, agreeing to pay tomoi — ; 
now tomorrow is here and the bills witi. ... 

Of course, councils can slam up rents 
and rates. Two of London's most strapped 
have done just that: Brent has pushed rates 
up by 30%, Haringey by 56% and its council 
rents by even more. But suppose their, 
mostly poor, citizens simply do not pay? 

That is a real risk. Last April housing 
benefit was sharply cut for all but the poor- 
est; and even they must now pay 2096 of 
their rates bill. Some boroughs—including 
the two named—are notoriously bad at col- 
lecting rents, and London arrears. have 
soared already as the tighter benefit rules 
have taken effect. Rent-collection (which for 
council tenants means rate-collection too) 
will be the make-or-break skill this year. 

What if a council finds itself on the 
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e? In theory, it'can be served a "sectio 

* report, which prevents it taking on 
| new, uncontracted expenditure. That- 
happened to three boroughs, but only in 
uary, near the end of the financial year. 
council could continue for long on such 


ATE-SETTING is a springtime rou- 
V tine that all local authorities must 
orm by April Ist. This year, in some 
aces, an accumulation of past extrava- 
gance, poor accounting and uncertainty 
about the lawfulness of various bits of fig- 
e-shuffling has transformed it into 
ma. The north London borough of 
ingey offered the best show in town. 
Haringey (unemployment around 
%) is one of the poorest bits of the capi- 
. Of 59 councillors, 39 are Labour, 19 
e Tories, and one is a Democrat; but, as 
„Labour councillors are hard-left, the 
uncil, in effect, is hung. 
The law requires the council to bal- 
nce its books each year. But, bit by bit, 
laringey found that in setting 1989.90's 
e, it had rather more than the year’s ex- 
nditure to cover. To get the new rate 
ands printed in time for April Ist, the 
eadline was midday on March 31st. Here 
Yow the temperature rose: 
December 1988: The budget deficit for 
988-89 looks like turning out at £4m or 
m. Nobody is much worried: the re- 
rves can cover that. 
cember 8th: The manager of the di- 
bour organisation, which does the 
cil's building work, announces that it 
iot be making its projected profit, but 
m loss. The council appoints outside 
iultants to examine the DLO. 
uary 1989: The consultants report 
t the DLO’s deficit will in fact be 
5m-—and if, as the law requires, it is to 
n 596 on capital, 600 people will have 
be sacked. | 
arly February: More red ink. Housing 
efit is over budget, partly because of 
afise in the number of homeless fam- 
es having to be expensively bed-and- 
akfasted. Haringey has 1,000 of them. 
ruary 20th: The Labour group be- 
o think about settíng a rate. The def- 
by now looks like £12.9m. But within 
s (i) a bill arrives for £2.5m to pay off 
e former DLO employees; (ii) the bor- 
ough treasury suddenly lights upon a 
£6.5m deficit left over from 1987-88; and 
tii) up pop £21m of debt repayments, 
ostly the result of deferred-payment 
agreements—glorified hire purchase—en- 
ered into when Whitehall started rate- 
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~The councils’ lender of last resort (and 
since 1980, increasingly of first resort as 


well) is the Public Works Loans Board. But 


there are limits to its tolerance. Mr Ridley 
said in 1987 that it could not lend to those 
who seemed unlikely to be able to service 
their debts. He went too far: technically, it 
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A bit slow on the uptake, you might 
think, Haringey's finance department. 
Council officers have a different explana- 
tion: it has only one-third its usual tally of 
accountants because so many have taken 
voluntary redundancy. 

Meantime, another sub-plot is run- 
ning: £22m of capital receipts which the 
council has spent as revenue. After a 
court ruling that this was unlawful, Harin- 
gey rang round other councils to see if 
they could borrow and lend on the money 





They'll pay 


to tide it over. Alas... 

March 29th: The district auditor says 
this device too would be illegal. Haringey 
will have to find the £22m for itself. Its 
accountants sit down with the auditor for 
à day of conjuring tricks and, hey presto, 
£15m gets lost in a cloud of smoke, leav- 
ing a mere £7m to find. 

March 30th, 7.30pm: The council 
meets to set a rate, facing an inherited def- 
icit of about £50m on top of £175m of 
1989-90 spending. A massed choir of anti- 
cuts protesters drowns speeches. As the 
report incorporating the last-minute £7m 
has not yet been photocopied, the council 


. Mr Steve King, leader of the hard left, de- 


rent strike, a rates strike, or both. 


could. But wor tionally indepen- 
dent, it is in fact a tool of the Treasury. Mr 
Ridley was trying then to scare councils into 
lower spending, and no doubt hoped his 
threats would never be put to the test. That 
does not prove he did not mean them. 





adjourns for samosas and salads. 
9.45pm: Hot off the copier, the report is 
passed around. Labour moderates pro- 
pose a 5696 rate rise, with £5.6m of cuts. 
The hard left points out the parallels be- 
tween colonial district commissioners and 
the district auditor. Tory councillors 
make cumbersomely jokey speeches well 
suited to a Rotary dinner. 

March 31st, 1.30am: The hard left calls 
for "struggle"—no rate rise, no cuts— 
and joins the Tories to defeat the moder- 
ates’ motion. 

2.00am: The borough solicitor, barely 
comprehensible through a jungle of 
subordinate clauses, warns councillors 
that failure to set a rate by midday would 
make them personally responsible for 
losses incurred. 

3.00am: The Tory group sits with folded 
arms and a collective smile saying it has 
nothing to say. Both sides want to be the 
last to put forward a proposal, reckoning 
that if no rate is set, a court will pin the 
blame on whoever was last to reject one. 


nounces his fellow-councillors as dunder- 
heads, nincompoops and dolts. 
Stalemate. The dunderheads etc wan- 

der in and out picking hungrily at the re- 
mains of a beetroot salad. The three 
besuited council officials—chief execu- 
tive, treasurer and solicitor—are grave. 
5.15am: Bullied by the solicitor, the To- 
ries put up their figure: a rate rise of 2096, 
with £30m cuts. Labour roars in horror. | 
The treasurer says cuts that big cannot be» 
done, so the Tories’ budget is in “latent 
deficit” and thus unlawful anyway. A La- 
bour moderate collapses and is taken off 
in an ambulance. 

8.15am: Another Tory package, with a 
30% rate increase, gets the bird. Bacon 
sandwiches arrive. 

10.00am: Labour moderates offer an ex- 
tra £350,000 of cuts. Too little, say the 
Tories, too much says the hard left. Mo- 
tion defeated. Exhausted and nervous, 
councillors disappear into small cabals. 
11.56am: Bingo. Labour moderates win 
over four of the hard left by agreeing that 
the cuts shall involve as few compulsory 
redundancies as possible. With four min- 
utes to spare, Haringey gets a rate—56% 
higher than last year. 

. The play is not over. Council tenants 
also face a 6096 rent rise. There could be a 
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esent most of the figures that dominate 
adlines and move markets are produced 
individual departments. The cso's main 
b is to compile the national accounts. 
', on the recommendations of a study of 
icial statistics directed by Mr Stephen 
ford, head of the lreasury's economic 
fing unit, the government has decided 
he cso should be in charge of the re- 
price index and the family-expenditure 
ey (both jobs currently done by the De- 
rtment of Employment), and all the statis- 
series, such as industrial production 
nvestment, currently collected by the 
artment of Trade and Industry (DTI) 
the Business Statistics Office. 
The CSO was set up by Winston Chur- 
in 1941, largely because he was fed up 
getting conflicting numbers from dif- 
nt departments. In many European 
ties, statistics are the responsibility of 
gle office, but the Rayner review in the 
9805: rejected this option for Britain. 
hings have since changed: 
tually all the data the cso needs to 
the national accounts are collected 
ther departments. In recent years, pub- 
“spending cuts have made departments 
à villing to collect data in the form the 
eds for the national accounts. 
government's requirements have 
. Since it believes in minimum med- 
industry, there is less need for de- 
isaggregated figures, and so for fig- 
o be collected by the departments 
y is made. The exception, per- 
vere statistical data are still essential 
cy, is employment and so the Depart- 
f Employment will remain in charge 
e unemployment figures. 
he enlarged CsO, under its present di- 
Mr Jack Hibbert (one of the few per- 
t secretaries in Whitehall to have 
od his cateer as an executive officer), 
'ecome a separate government depart- 
esponsible to the chancellor of the ex- 
uer. Later it will become an executive 
y. That will put it on a more commer- 
ting and help to maintain its profes- 
ndependence. 
he Pickford report also makes no less 
.34. detailed technical recommenda- 
toi improve the quality of the data. But 
CSO's likely wish to collect more num- 
-and use larger samples may clash with 
ther imminent report, by the DTI, into 
iness statistics. Its brief was to seek ways 
mise the burden on companies, Any 
or more and better statistics.is al- 
9. impose costs on industry. 
ised system. will also be 









































4 ROM July the Central Statistical Office: 
. (co) will at last live up to its name. At ` 


o mprove the 
figures, which seems to have ‘deteriorated 


_ sharply in recent years. The gap between the 


different measures of cpp has widened, for 
example, while the balancing item in the 
balance of payments has actually been big- 
ger than the current-account deficit itself. 
Some have concluded that the current-ac- 
count deficit is a myth. But Mr Hibbert 
thinks the main discrepancy is on the capital 
side of the account. The abolition of ex- 
change controls has made it harder to track 
flows of cash in and out of the country. 
Dodgy data are often blamed on the 


peu cuts in the early 1980s. The num- - 


HE Anti-Slavery Society, Britain's 
oldest human rights organisation, 
celebrates its 150th anniversary this 
month. Founded to export British dis- 
taste for slavery to the rest of the world 
(Britain abolished its slave trade in 1807 
and freed the slaves in its empire in 
1833), it was inspired by a felicitous com- 
bination of nonconformist religion and 
utilitarian calculation. 
Nonconformists saw slavery as an af- 





front to their religion; utilitarians dis- 
missed it as inefficient. Walter Bagehot 
gave slavery short shrift: 
The slave will not work unless he is made, 
and therefore he does little; he is no better, 
or little better, if he does his work well than 
if he does it ill, and therefore he rarely cares 
to do it very well. 


formance of the northern United States 
compared with the south, political econ- 
omists i a simple explanation (now 
Ho on y disputed by economic histori- 
ans): slavery, 
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Life after abolition | 





slaves: 


Looking at the superior economic per- 


| soc ies change i its name. 





is was made up for by 
greater use of computers. Also, the number 
of professional staff, as opposed to number 
crunchers, has increased. 

One reason why British figures look less 
reliable than those of other countries is that 
the cso is too honest. The committee found 
no other country in the world that publishes 

all three measures of GDP as Britain does. 
Even where two are published, foreign stat- 
isticians often “reconcile” accounts inter- 
nally before publication. 


Abolitionists regarded the outlawing 
of sla avery as a triumph for enlightened 
public opinion. But, muscular Christians 
all, they were not averse to reinforcing. 
moral injunctions with physical force. 
Throughout most of the nineteenth cen- 
tury one of the Royal Navy's main tasks 
was the suppression of the slave trade on 
the west and east African coasts. 

. This brought Britain into conflict 

with Islamic fundamentalists, who be- 

lieved that the Dar al-Islam, the world 

where Islam ruled, should be. peopled 

with slaves from Dar al-Harb, the lands 

of the infidel. “It is vain for these Arabs 

to endeavour to resist the consummation 

of that which is written in the Book of... 
Fate," fulminated Lord Palmerston, ; 
when he was foreign secretary. 

The Anti-Slavery Society has since 
had to adapt Victorian values to the 
post-Victorian world. After the second 
world war it had to adjust to the loss of 
an empire. Without imperial authority to 
reinforce its moral precepts, it increas- 
ingly relied on high-minded exhortation. 

As the methods have changed, so has 
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. their target. The abolition of slavery in 
' 1970 in Saudi Arabia and Muscat meant 


that there was no more genuine slavery 
to be anti. The society has therefore re- 
vised its definition of slavery to include 


large numbers of people whom William 


| 

i 
Wilberforce would not have regarded as | 
bonded labourers, exploited | 

women and children, blacks in South Af 
rica. (The United Nations now brands | 
apartheid as the true slavery of the twen- | 
tieth century.) | 
Thus redefined, the number of slaves | 

in the world is now greater than it was | 
150 years ago. Campaigns agaitist such | 
i 


exploitation are to be applauded: but the 


use of the term "slavery" is as ingenuous 
as ‘Karl Marx's notorious concept of 
"wage slavery". Perhaps it is time for the 
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dt was agreed at the Washing- 
. ton meeting of the IMF and 
World Bank that the Fund 
should use its own resources 
to help debtor countries re- 
duce their debts. But the com- 
mittee does not want either 
IMF or World Bank money to 
subsidise interest payments. 


Argentina devalued the offi- 
cial exchange rate of the aus- 
tral by 2196 against the dollar 
after its economics minister, 
his deputy, the central-bank 
overnor and the treasury sec- 
“retary resigned. Argentina has 
not paid interest on its $60 
billion of foreign debt for six 
months. 


Bids and deals 


Britain's trade secretary, Lord 
Young, refused to make public 
his inspectors' report into the 
takeover of House of Fraser, 
owner of Harrods, by the 
Egyptian Al Fayed brothers. 
This has now upset members 
of Parliament as well as the 
thwarted suitor, Tiny Row- 
land, head of Lonrho, which 
along with his Observer news- 
paper is anxious to see the re- 
port published. 


. T. Boone Pickens, an Ameri- 
— Can corporate raider, has hit 
the Tokyo stockmarket. He 
bought 20% (or $800m-worth) 
of Koito oe a 
maker of car lamps and an old 


| greenmail target. Pickens may 


| try to force Toyota Motor, a 
“19% shareholder, to buy him 


out. 


North Carolina National 
Bank, the biggest bank in 
America's South, made an un- 
wanted $2.4 billion bid for 
Georgia's Citizens and South- 
ern Corp. The takeover would 
strengthen NCNB—-which 
bought Texas's biggest bank, 
First Republic, last year—in 
both Georgia and Florida. 


Consolidated Gold Fields, a 
British gold-mining and quar- 
rying group, offered share- 
holders a £1.3 billion ($2.2 
billion) special dividend in its 
effort to fight off a £3.2 billion 
hostile takeover from South 
African-controlled Minorco. 
ConsGold will only pay the 
dividend if it fails to increase 
earnings at an annual rate of 


at least 2096 by 1992. 


Worthwhile art 
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The British Rail Pension 
Fund sold 25 works of art for 
£38m ($65m): it bought them 
in the mid-1970s for £3.5m. 
That is a real rate of return of 
12% a year. Best performing 
picture was Renoir’s “La 
Proménade'" (above), which 
sold for £10.3m. 


Cars and carmakers 


Car sales continue to boom 
in the world's biggest car mar- 
ket, Western Europe. They 
grew by 896 in the first two 


months of 1989 and remained 


| 


strong in March. Last year, 
European car sales were a 
record 13m. But in America 


carmakers report that sales are 


running at 12% below year- 
ago levels. 


Honda is to set up a car plant 
in Tochigi prefecture near To- 


kyo to produce its planned 
supercar, the Ns-x. It is only 


the second new car plant in Ja- 


pan in a decade. 


Film Tenues 


Kirk Kerkorian sold most of 
MGM/UA to Qintex, an 


Australian entertainments 


group, for $600m. The sale in- 
library con- 


cludes a 4,000-film 
taining James Bond, Rocky 
and Pink Panther films. The 
deal excludes 34 films MGM 
has made over the past three 
years, but includes quadruple 
Oscar-winning “Rain Man”. 


Drugs and druggists 


America’s SmithKline 
Beckman and Britain’s Bee- 
cham said they might merge. 
Measured by sales, the com- 
bined company would be the 
world’s second-biggest drugs 
company, behind Merck. 


Genentech won orphan-drug 
status for its CD4 treatment of 


AIDS. Three other companies 


developing the same drug m 
not be able to sell theirs in - 
America for seven years. 


On the wing 
Texas Air, owner of bankrupt 
Eastern Air Lines, reached 
an agreement with Donald - 
Trump, a New York propert 
developer, to sell him its East- 
ern shuttle for $365m. Sepa: 
rately, Peter Ueberroth, a fo 
mer baseball commissioner; 
still talking about buying th 
rest of Eastern. 


Lockheed is to sell its ine © 
formation-processing busi- 
nesses—which accounted fo 
$589m of the company’s ` 
$10.59 billion sales last year- 
to concentrate on missiles, 
space, aircraft and electroni 

Án announcement followe 

Harold C. Simmons, a Dalla 
investor, buying a takeover- 


threatening 5.396 stake in. 
Lockheed. 


Banks and regulators. 


MCorp, Texas's largest inde 
pendent bank, sued the Fed. 
eral Deposit Insurance 
poration, alleging that ith 
unlawfully seized 12 solvent: 
banks last month. MCorp, 
which has filed for protectio 
from its creditors, wants $70 
in damages from the FDIC. 


Britain’s gold and foreign-cu 
rency reserves fell by $1.2 bil 
lion in March. This is the lai 
est fall for a decade and show 
how heavily the Bank of 


England has been interveni 


to support sterling. 


Bottom lines 


Pearson, a British publishin 
company, increased profit in 
1988 by 3196 to £199m 

($354m), thanks to better — 
earnings from its newspapers 


Sluggish American sales held 

profits at Benetton, an Itali: 
clothes maker, at 1987's lev 

of 130 billion | ire (MODI. 
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LOOM has turned to boom in the aero- 
space industry during the past two 
years. From about 25 in the 1940s, the num- 
ber of aircraft manufacturers in the non- 
communist world dwindled relentlessly un- 
til, by the mid-1980s, there remained only 
five companies capable of building a jet air- 
liner—and the future for some of those 
looked dicey. The minnows, British Aero- 
space and Holland's Fokker, could never 
again afford to make a new jet airliner on 
their own. Officials from Airbus Industrie 
went to California to discuss joining with 
{cDonnell Douglas to compete harder 
"vagainst Boeing. But now billion-dollar air- 
craft orders are announced almost daily. In- 
stead of too many aeroplane-makers, there 
are too few. 

Aerospace firms are rewriting their 
plans to cope with growth. Boeing has 
bagged more than $8 billion of firm orders 

. So far this year, and made sales of $30 billion 
- last year. In a single week Airbus announced 
orders and options worth more than $7 bil- 
lion, including a $3.6 billion order from 
Trans World Airlines and a $2.2 billion one 
from Cathay Pacific. More are coming. The 
GPA Group, a leasing company based ín Ire- 
land is expected to buy several hundred new 
aeroplanes from a number of manufactur- 
ets. The growth won t stop there. 

Boeing's latest, and usually conserva- 
tive, study of the aerospace business predicts 
that this surge in growth will continue into 
the next century. lt reckons more than 

8,400 new jet airliners will be sold by west- 
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ern manufacturers over the next 15 years, 
worth more than $500 billion (see chart 
overleaf). That is 1,500 more airliners than 
the company predicted last year—an extra 
$100 billion worth of business. More than 
$90 billion-worth of those aeroplanes have 
already been ordered. 

Growth in air travel is fuelling the 
boom. Boeing predicts that revenue passen- 
ger miles (RPMs—the number of passengers 
carried on each flight multiplied by the dis- 
tance of the flight) will continue to grow by 
5.4% a year over the next 15 years. That will 
more than double the size of the market to 
2.5 trillion RPMs in 2005. 

About 7096 of all new aircraft will be 
bought by airlines just to accommodate that 
growth, says Boeing. The remainder will re- 
place older aeroplanes. More competition 
encourages the use of modern, efficient air- 
craft. Fears about geriatric jets falling apart 
or out of the skies and stricter noise regula- 
tions force airlines to order replacements. 

A third factor encouraging the rush to 
buy new aeroplanes is the way delivery dates 
stretch farther out of sight with every new 
otder. Cathay Pacific, for instance, will have 


to wait until 1995 before it can fly the first of 


the Airbus 4330s that it ordered on April 
3rd. Airlines still brooding over what to buy 
may have to wait until the turn of the cen- 
tury. Many, particularly those strapped for 
cash, will lease aeroplanes instead. So the 
leasing firms are placing big orders, too. GPA 
expects to end up with about 1096 of all the 
new aircraft on order. Its big rival, ILEC, 


one end of the earth to the other. X 


s ruat 





based in Beverly Hills, Culilsonds. 
has 1096 of those due for delivery c 0 
next four years. | 

The demand for more dicat ha 
ated a sort of aero-futures ma 
American, which ordered several 
A320s a few years ago, made mi 
$100m by selling its place in the 
queue to another airline. Others cas 
selling aircraft as soon as they get t 
consortiums of banks and investor 
then lease them back. 

To meet surging demand, aeros 
firms want to increase production, 
not easy. Boeing hit problems trying t 
more of its $125m-a-time 747s. Airc 
late and the company has “borrowed 
than 600 workers from Lockheed ti 
up. With a record backlog of ord 
Donnell Douglas has also warned 
in delivering its MD-80 airliners 
which made 71 aircraft last yea: 
make 162 in 1993. 

Speeding the production 
only part of the problem. Thou 
pliers and sub-contractors must also 
up—which requires organising peo 














































cial aircraft are global products. Bits o 
Donnell Douglas's MD-11 are. made in 
tria, Japan and Brazil. Airbus's 
subcontractors are its partners: Pr: 
Aerospatiale, West Germany's MBB (see 
80), British Aerospace and Spain 
The partners are now subcontracting 
Airbus work to other companies and 
tries. Yugoslavia and South Korea : 
latest eager recruits. ' 
Worrying about how to build 
aeroplanes has got aircraft-builders 
off their big worry of two years ago 
compete with Boeing. With more th 
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"world market, Boeing's share is more 
n double that of its two biggest competi- 
s: Airbus and McDonnell Douglas. At 
e time, the two firms thought collabora- 
n might be the best route to survival. But 
bus now no longer needs McDonnell 
glas to help build a bigger version of the 
nor does the American company need 
us wings to fit on a bigger version of its 
i. Both may find new partners instead 
the ranks of companies eyeing the sud- 
boom in aerospace: including those 
Japan (see below). 

[he tiddlers of the aerospace world are 
expanding. Fokker was almost bank- 
t two years ago. Today it is working flat 
and pondering buving Belfast-based 
t Brothers from the British govern- 
; An order from American Airlines 
h $3 billion for 75 Fokker 100s (plus op- 
¿for 75 more) may take it further 
ad. Fokker is negotiating with Lock- 
.to assemble aircraft in America: this 
d bring Lockheed back into the com- 
ial business, which it quit in 1981 after 
g its shirt with the TriStar. That was 
in the days when there were too many 
ufacturers and too few customers. 
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anese airliners 


try again 


OUGH successful in most things they 
rn their minds to, the heavy hitters of 
nese industry have not yet cracked mak- 

airliners. Their latest, a prototype 80- to 
-seater called Asuka, has devoured ¥38 
ion ($210m) of taxpayers’ money over 
ast 12 years. Had it worked as designed, 

Q-STOL (quiet short take-off and land- 

jet would have rivalled the British Aero- 
e 146 whisper jet in service since 1983 in 
tica, China and Europe. Instead, the 


tory. It will shortly be rolled into a museum. 

Asuka was the second airliner designed 
and built wholly in Japan. The first, the 
twin-prop YS11 developed in the 1960s, 
faithfully copied many features of the 
Hawker-Siddeley 74s—including a crippling 
design flaw. A few dozen of the 64-seat YS-i1s 
eventually went into service and are now, to 
the delight of jolted passengers, nearing the 
end of their lives. 

Now the Japanese are gearing up for a 
third try. The Ministry of International 
Trade and Industry (MrTI) wants to have a 
preliminary design for a short-haul 75-seater 
codenamed the ys-X worked out by 1990 
and to have the aircraft in service by 1994. 
During the next few weeks, MITI officials will 
be visiting aircraft firms in America, Can- 
ada, West Germany, France and Britain, to 
sign up partners they need to build an aero- 
plane that will actually fly. 

Many of the firms whose engineers will 
consult with the men from Miti have already 
done the rounds of Western defence con- 
tractors looking for a partner to build the 
FSX jet fighter. Headed by Mitsubishi Heavy 
Industries, the group includes Fuji Heavy In- 
dustries, Kawasaki Heavy Industries, 
Ishikawajima-Harima Heavy Industries and 
Mistubishi Electric. Though the firms even- 
tually chose Ámerica's General Dynamics 
(having had their second choice, McDon- 
nell Douglas, and their first choice, going it 
alone, overruled by the Japanese govern- 
ment), the group also looked at the Panavia 
Tornado, the Anglo-American Harrier 1 
and the Swedish Gripen. 

As in commercial aircraft, going it alone 
was never a realistic option. The rsx's 
predecessor, the Mitsubishi r1, reminded 
Japanese firms of the limits to their aircraft- 
engineering skills. It was put into produc- 
tion with so many faults that, to this day, the 
F-1 is virtually unflyable at night, and has a 
blind spot which ensures that few F-1 pilots 
will come out of any dogfight alive. 

Having recognised their limitations, can 
the Japanese overcome them with the skills 
to be learned from the rsx and the vs.x? Not 
easily. The technology of military aircraft is 
distinct from the civilian variety. Besides, Ja- 
pan's problems with aerospace run deeper 
than engineering. Its engineers are as good 
as any in the world; their handicap is lack of 
a culture that continually challenges all de- 
sign decisions, no matter how high in the 
hierarchy they were made. Without it, de- 
bugging aircraft design is impossible. 

The present aerospace boom will pro- 
vide the lapanese with opportunities to 
build parts of other peoples’ airliners. Get- 
ting their own to take off in the market place 
is another matter. It will, at least, cost a lot 
more than is now being talked of. 

Estimates that creating the Fsx would 
cost only Y165 billion: (at 1985 prices) were 





n y made its final flight 3 at the 
government 's National Aerospace Labora- 





































































Asuka's wings clipped 


good for nothing more than selling the 
project to parliament which had to vote the 
money. Yet a c alone is now likely 
to cost more than Y400 billion. Even that 
figure could be too low. The American F-16’s 
development is reckoned to have cost $7 bil- 
lion (¥2.1 trillion at 1972 exchange rates). 
The little Eurofighter being developed by 
West Germany, Britain, Italy and Spain is 
expected to cost close on $10 billion (1.3 
trillion) to get into the air. 
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Daimler-Benz 


On the runway 


BONN 


WET GERMANY'S Daimler-Benz 
looks set to win its long battle for con- 
trol of the country's aerospace industry. It 
has already bought two leading aerospace 
firms, Motoren-und-Turbinen-Union (MTU) 
and Dornier; now it is about to pounce on 
the third and largest, Bavaria-based Messer- 
schmitt-Bólkow-Blohm (MBB). Those three, 
along with the aerospace bits of AEG, an 
electricals company also owned by Daimler, 
will be run as a new Daimler subsidiary to be 
called Deutsche Aerospace. With annual 
sales of around DM14 billion ($715 billion), 
it will be bigger than France's Aerospatiale, 
and roughly the same size as British 
Aerospace. : 

It will be a victory for Mr Edzard Reuter 
Daimler's chief executive since 1987. Mr 
Reuter wants to diversify from Daimler’s 
main business of building luxury cars and 
lorries. He hopes know-how in other high- 
tech fields will help Daimler build better ve- 
hicles—a theory which British Aerospace 
has not yet proved in its acquisition of the 
Rover Group, another carmaker, 

Not everyone is cheering Mr Reuter. 
Together with MBB, Daimler will have an- 
nual sales of more than DM80 billion (close 
to 4% of West Germany's GNP) and 380,000 
employees. Critics complain that Daimler 
will have excessive power in aerospace and 
military hardware and be too big a recipient. 
of government contracts and money. The 
federal cartel office in Berlin is hinting that 
it will forbid the takeover of maB. But the 
word in Bonn is that the economics minis- 
ter, Mr Helmut Haussmann, will overturn, 
the veto “in the national economic int 
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“The Group's cash flow and financia 
of supporting the substa 

, projects during the year.” 

Hong Kong, 30th March, 1989 - 


Financial Highlights — 
for the year ended 31st December, 1988 


Turnover up 22% to 


Profit before extraordinary | 
items up 26% to E: | | | US$297M 


PROFIT ATTRIBUTABLE TO | | 
THE SHAREHOLDERS UP 38% TO US$461M 


Earnings per share before | 
extraordinary items up 1896 to | US$0.099. 


Earnings per share after 
extraordinary items up 2996 to 


Shareholders' funds up 1096 to 


: Dividend per share up 24% to 


Head Office j ' ; 
European Office: 9 Queen Street, May 





; heers for the world economy 


IMF's latest economic forecasts 
ed growth and modest inflation. 


urrent-account imbalances 


TNDUSTRIAL economies had an excel- 
. lent year in 1988. Real GNP grew by an 
average of 4.1%—more than a full per- 

| centage point higher than forecast last 
spring. Business investment rose 11%, 

. while world trade expanded by 9.396 —the 

— fastest this decade. Inflation increased by 

| onlya fraction to 3.2%. Can it last? 

. . TheiMF' answer is a qualified yes. In 

its annual World Economic Outlook, 

published : at the recent Washington meet- 
ing of the tF and World Bank, the Fund 
forecasts that average GNP growth in the 

dustrial world will ease to a still healthy 

396 or so in 1989 and 1990, and inflation, 

though it will rise to 3.896 this year, wi will 

drop back in 1990. | 
The IMF sees two risks: 

€ Inflation. The Fund's economists be- 

lieve that tighter monetary policy in the 

main industrial economies over the past 

12 months will cool overheating econo- 

mies and keep inflation in check. If, how- 

ever, domestic demand continues to grow 
faster than capacity, governments must, it 
says, stand ready to tighten up further. 

This poses the threat of a global interest 

rate war as West Germany, say, matches 

each rise in American interest rates, in or- 

«dr to support the D-mark and so avoid 

importing inflation. The result could be 

world recession and a worsening of the in- 


-|| ternational debt crisis. So the IMF warns 


policy-makers, especially in America, to 
lean less on monetary policy and to allow 
fiscal policy to share the burden. 
Current-account imbalances. Ameri- 
3 1 ;g$ 
a $ current-account deficit fell last year to 


Consumer prices 
% change on previous year n RD MER Jp E 


LAM mccain 
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trennen nme ene UU. 
1980 81 82 83 84 85 86 87 


pr romise industrial economies con- 
he big risk is large and persistent 


ONOMICS FOCUS 


$135 billion from $154 billion in 1987. Its 
exports rose by 24% in 1988, accounting 
for a third of the increase in world trade. 
Japan's current-account surplus fell from 
$87 billion to $80 billion. Unfortunately, 
the pace of adjustment in trade imbal- 
ances slowed in the second half of last year 
as the impact of the dollar's depreciation 
started to taper off and Japan's capital- 
goods exporters got into top gear. The IMF 
expects the imbalances to widen again this 
year and next. Ámerica's deficit is forecast 
to rise to $139 billion in 1989 and to a 
record $157 billion in 1990, while Japan's 
and West Germany's surpluses widen. 
Looking further ahead to the mid- 
1990s, the MF does not expect the three 
big economies' external imbalances to 
change as a percentage of GNP—in dollar 
terms they will rise—assuming economic 
policies and exchange rates stay the same. 
If so, the second assumption is unlikely to 


hold. More likely, foreign investors will. 


eventually push the dollar down sharply. 
The Fed would be forced to raise interest 
rates in order to check inflation. The re- 
sult: slower growth, higher inflation and 
financial instability. 

Everybody knows there is a better way. 
If America cuts its budget deficit, then the 
Fund's model forecasts a bigger reduction 
in the current-account deficit than with 
just dollar depreciation, along with faster 
growth. This remains wishful thinking: 


he Aman sd strada! s estimat 
that the budget deficit will fall from $163 
billion this fiscal year to $37 billion in the. 
year ending September 1993 looks wildly. 
optimistic. The Fund thinks the deficit. 
could still be $114 billion in fiscal 1993, 
This year, Japan and West German 
escape the Fund's usual digs at their fisca 
policies. With both economies close to ca 
pacity there is no room for a further stim 
ulus. Indeed, Japan wins praise from thi 
Fund for its rapid adjustment to the stron 
ger yen. Last year its GNP grew by a hea | 
5.7%, despite a fall in real net expori 
equivalent to nearly 2% of its oNP. T 
IMF expects Japan to grow by around i 5% 
this year and next. 
West Germany’s current-account s 
plus has continued to widen. The 1 1) 
dt West Germany to task for failing 
shake up the supply-side of its arthrit 
economy. The economy is riddled wit 
gidities, says the IMF, which distort 1 
sponses to exchange-rate changes and 
sulate sectors from foreign competitio 
While the MF gives fairly high marks to 
Britain's monetary and fiscal policies, it is 
more gloomy about its current-accouni 
than the government. It expects a deficit 
of $30 billion (£18 billion) this year 
against the Treasury's £14.5 billion. 
oe countries grew by an av 
age of 4.3% last year, the fastest rate since 
1980, thanks mainly to the boom in world 
trade. But most of that growth was co 
centrated in Asia, which enjoyed 9% 
growth. In Latin America and sub-Saha- 
ran Africa growth slowed. Future growt 
relies on the industrial world. As a rule o 
thumb, if the growth rate in industrial 
economies falls by one percentage point, 
the export growth of all developing coun- 
tries will be 142 points lower, and the 
GNP growth cut by half a point. ira A 
gentina to Zimbabwe, all eyes will be on 
America's budget deficit. 


Current-accoust balance 
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take a ‘majority stake in MBB ‘later this 
"ary first 3096 through a capital increase, 
ven by buying just over another 2096 from 
ther shareholders. The total cost would be 
bout DMI1.5 billion—pocket money to 
ash-rich Daimler. 

Deutsche Aerospace's size should make 
better able to compete in European and 
ternational aerospace projects. The com- 
any expects a steady flow of orders follow- 
ig recent decisions by the West German 
overnment to participate in various space 
fforts and several European military-air- 
raft projects. The projects include the joint 
evelopment of the PAH 2 anti-tank helicop- 
with France and the building of a succes- 
or to the Tornado fighter. The government 
; also agreed to continue to shoulder most 
BB's financial risk as its country’s part- 
in the pan-European Airbus consor- 

























Despite that, many in the industry 
on Daimler's biggest troubles may still 
ahead. Dornier is an old rival of MBB and 
- latter, in any case, has always been a 
outfit to run—with its mix of brilliant 
men and bureaucrats used to hefty in- 
ons of government money. Mr Jiirgen 
arempp, the Daimler manager expected 
the boss of Deutsche Aerospace, has 
ino aerospace experience. That may not 
a bad thing. Mr Frans Swarttouw, the 
irman of Fokker, worked in the port and 
pping business for 20 years before reviv- 
ng the ailing Dutch aeroplane maker. 














rench state industries 


RANCE'S big state-owned industries 
E made record profits last year. So why 
n't their bosses smiling? Answer: their 
ee-year terms are up at mid-summer. 
e of them knows for sure if the control- 
shareholder, the French government, 
keep him on or, in the Callic equivalent 
the kick upstairs, say thank-you and raise 
a grade in the Légion d'Honneur. If, as 
'overnment says, performance is the test 
Ccess, most state chairmen should have 
“to fear. But performance alone has 
ver yet ensured the job of a French 
donalised industry chairman. 

For many, recent results have been im- 
ressive indeed. Net profit at Rhóne-Pou- 
nc, a chemicals company headed by Mr 
ean-René Fourtou, jumped 4896 to FFr3.5 
illion ($587m). That of the defence-elec- 
onics group Thomson, run by Mr Alain 
Gomez, almost doubled to an estimated 


FFr2 billion. Most startling of all is the 





FFr6.5 billion net "es (FF. 9 billion tak- 
ing account of the taxes forgiven by the gov- 
ernment) just announced by Mr Raymond 
Lévy of the carmaker Renault. 

The state has helped. It has sought little 
from the«companies it nationalised in 1982. 
Excluding its long-profitable oil company 
Elf, dividends received from nationalised in- 
dustries total only FFr1.7 billion ($230m) 
over the past seven years. Meanwhile, the 
government has given much. Over those 
years, it has poured in some FFr103 billion 
of capital into nationalised industries. 

All the same, the 1988 results give So- 
cialist defenders of the mixed economy new 
ammunition to fire at would-be privatisers. 
Since 1984, interference from the govern- 
ment has dwindled. Appalled by mounting 
losses, the Fabius government of the day 
called for a change of course: ministers were 
to keep hands off, state industries were not 
to be cushions against unemployment, and 
profit would be the test of performance. To- 
day's profit has been bought at the cost of 
tens of thousands of pay-packets. 

The privatisers are unimpressed. Mr Ed- 
mond Alphandéry, a spokesman for the 


centre-right, says these firms would have 


done as well or better in private hands. He 
blames the original strategy of creating large, 
highly integrated manufacturing groups. 
This arose, he thinks, partly out of un- 
grounded fears of “de-industrialisation”’ 
and import-dependence. Several | recent 
studies, including the OECD’s latest report 
on the French economy, suggest that France 
may actually import too little. Counter-intu- 


itively, keeping imports low may boost 


France's trade deficit in manufactures be- 


cause it prevents French firms specialising in 


what they do best. 
The best reason to privatise, according 
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to Mr Alain Juppé, a neo-Gaullist conserva- 
tive and former budget minister, is to break 
the government's power to hire and fire 
state bosses. Though everybody pays lip ser- 
vice to performance, politics is often the ul- 
timate arbiter of their fate. In 1983, the So- 
cialists put in a lot of their people. In 1986, 
the conservatives sacked a dozen of 24 state 
bosses (banks included) and in turn re- 
placed them with friends of the right. If the 
Socialists are tactful and want to win favour 
with the centre-right, there will be no clean- 
out in June. 

Fortunately for the incumbents, some 
powerful Socialists might appreciate the 
support of the centre-right to buttress their 
position in the debate over the role of the 
government in the economy. Socialist policy 
to state industries was laid down only i inr 
in President Mitterrand's campaign ' Le ; 
to the French" during last year's election.. 
“Stop the ballet," he wrote: there should be 
no more nationalisations or privatisations. 
That was all very well, but it left big ques- 
tions of detail in how the mixed economy 
was to be run. 

Right-wing Socialists, led by the prime 
minister, Mr Michel Rocard, his industry 
minister, Mr Roger Fauroux (former boss of 
Saint-Gobain), and Mr Lionel Stoleru, a 
centrist ironically in charge of the now al- 
most non-existent national plan, all favour 
giving state industries wide freedom to raise 
capital on their own. Ideas include allowing 
them to issue shares up to 49% of capital, to- 
turn non-voting certificats d investissement - 








into full shares, to sell subsidiaries or create. 
cross-holdings with non-French European 
companies. But if the state industries can 
raise their own money, can anyone really 
then tell them what to do with d 










pring fever 





FEW one ago it seemed that oil 
arkets were in for a chill spring. They 
: awash with oil, and few believed OPEC 
< could cut production to the 18.5m barrels a 
3 day (b/d) it had promised. So why were 
` prices at a 20-month high in early April, up 
$4 barrel since December? 
. . OPEC is part of the explanation. 
- Though oil ministers meeting in Vi- 
. enna last week talked wistfully of rais- 
"ing the cartel’s official production 
- ceiling to 20m b/d in June, OpEC has 
been relatively disciplined recently. 
Since December it has cut its output 
by 3m b/d to 19.8m b/d. That is still 
~ 1.3m b/d above target, but the dis- 
..repancy is smaller than that left by 
ious efforts at self-restraint. 
Ime non-OPEC producers also are 
cutting back: seven (including Russia 
and China) have offered to pump 596 
less oil during the second quarter of 
1989. This sounds as if they are join- 
ing the cartel, but it will cut world 
production by only 1/96. 

What of the oil stockpiled last 
year—up to 250m barrels of the stuff? 
Much of it now seems to have already been 
burned. Stronger than expected demand is 
the main reason: the International Energy 
Agency reckons that OECD oil consumption 
climbed by more than 596 from the last 
quarter of 1987 to the same period of 1988. 
Cheap oil has slowed conservation efforts. 
In Japan and Britain oil consumption per 
unit of GDP began to rise again last year after 










Trimming the fat 


AXPAYERS round the rich world 
: A owe thanks to a bunch of 14 mostly- 
developihg countries known as the Cairns 
group. They represent the best hope in 
-years of cutting the rich countries’ farm 
subsidies which, at taxpayers’ expense, 
«build up huge surpluses of foodstuffs that 
~ are then dumped on world markets at low 
prices—and which then put third-world 
|| farmers out of business. Specifically, the 
-i Cairns group members have told trade of- 
~ I> ficials meeting in Geneva that they will 
|. obstruct progress on the Uruguay round 
| - of tariffreductions under the GATT unless 
Europe and America start to talk sense on 
agriculture. 
This is not altruism. Cairns group 
members—which include Australia, Bra- 
© zil, Argentina, Indonesia, Canada, the 
Philippines and Thailand—account for 











| falling throughout the 1980s; in Ameriss 


and West Germany conservation efforts 
slowed significantly (see chart). 

Other factors have lent OPEC a hand, 
too. Oil consumption has been buoyed by 
problems with nuclear and hydro-electric 
power generation in Japan, France, Italy and 
Spain; production difficulties in the North 
Sea; and a 1.2m b/d reduction in oil ship- 
ments from the Alaskan port of Valdez fol- 
lowing the huge oil spill there. 


Oil consumption index" 





All this has swelled oPEC's coffers, but 
not by as much as it would have liked. It has 
lost up to $3 billion of oil revenues in the 
first quarter of 1989 because a barrel of Du- 
bai crude, the Middle-Eastern benchmark, 
now fetches $2.50-3.00 less than North Sea 
Brent—double the differential of a year ago. 


This is partly because of strong demand for 
idi refined products like petrol: Middle 


about one-quarter of world incur 
trade. None can afford an escalation of 
subsidies on agriculture exports. Unless a 
deal is done which reduces subsidies and 
makes agricultural trade subject to normal 





Against the grain 






East oil produces less petrol for ez 
refined than Brent. But it is also becau 
or two traders have squeezed the Brent 
ward market, which sets the price. 
Despite everything that is workin 
OPEC's favour, odds still are that oil 
will weaken later this year. Some OPEC m 
bers—notably Iran, Iraq, Kuwait and 
United Aab Emirates (UAE)—are gro 
restless with their quotas. They will pto 
iii pump more oil in coming months. 
already 1096 over quota, Kuwai 
in the UAE nearly 5096. In a. 
lecture Sheikh Ahmed Zaki Ya 
the former Saudi oil minister 
dicted that Iraq will beco 
cally dissatisfied with it 
quota when its export ca 
covering from war—hits. 5m b 
this year. E 
While some of last year’s st 
pile has vanished, a lot of oil: 
sloshing around in storage. 
Arabia has stockpiled close to 
barrels of the stuff during th 
quarter of 1989; Iran has beer 
filling European storage tanks; | 
Kuwaiti and Iraqi oil has been 
ing into America almost as fas 
did in December. Output: 
Alaska is already returning to no 
North Sea output will recover by 
third quarter. Total non-OPEC ou 
(camaraderie with OPEC notwithstand 
will rise again this year. With consumpt 
forecast to rise by 2% in 1989—and witl 
mand for OPEC oil expected to be at leas 
b/d less than the cartel’s supply duri 
second quarter—the world could agai 
awash in oil in a matter of months. 
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GATT rules, they say they will bloc 
progress on freeing trade in services a 
rewriting international rules govern 
intellectual property. They hope that n 
ther Europe nor America will want 
make such sacrifices to defend farm sul 
dies which they cannot themselves affo 
Some progess has been made. Amer 
and Europe smoothed over the argü 
which had hitherto stalled progress 
longer will America insist that E 
agree eventually to "eliminate" agı 
tural subsidies. Something like “red 
greatly” will do. But the Europeans cam 
up with a new wheeze to ge every 
one. Agreeing to reduce total subsidie: 
said the men from the EEC, has nothing t 
do with subsidies on individual crops. S 
if the BEC reduced subsidies on crop 
which now get a lot of taxpayers’ mone’ 
like wheat, it could increase them-—albe: 
not by so much—on other products, lik 
non-grain animal feeds. Clearly, t 
Cairns group has years of work ahead. 





























IT goes ahead, the proposed merger of 
America's SmithKline Beckman with 
tain's Beecham will be the biggest the 
rmaceuticals industry has yet seen, creat- 
à group with annual sales of $9 billion. It 
also be only the second significant 
the industry has yet seen. In the past, 
gs firms could rely on innovation for suc- 
: one blockbuster drug was enough to 
place at the top of the pharmaceutical 
ague table. Now drugs bosses reckon they 
be big to stay beautiful. 

or Beecham and SmithKline Beckman, 
h together would rank second in world 
sales, one of the potential benefits of 
ess would be a broader product range. 
1 have for years eked lacklustre profit 
f aging products. Antibiotics account 
two-thirds of Beecham’s business and 
amet, an anti-ulcer drug, accounts for 
ghtly less than one quarter of 
thKline’s sales. Bigness could help them 
prove: ! 

esearch and development; Beecham 
flord to spend only £100m ($170m) a 
on R&D, well below the $670m spent 
year by Merck, the world’s largest drug 
The high cost of clinical trials and ani- 
ests has forced Beecham to hold back 
ducts that looked promising in research. 
he past, this would not have mattered 
h, provided one drug was eventually a 
ver. Now such a delay is risky because 
àce of innovation has quickened and 
‘ofitable life of a new drug has dropped 
15 years to three or four. 

bal marketing; big drugs companies 
O ease the pain of more competition by 
ng products worldwide. SmithKline 
uld help Beecham sell in Japan and Amer- 
he two biggest markets, while Beecham 





























































































ould help SmithKline 
mithKline could 
Beecham’s experience in selling over-the- 
counter medicines. It hopes to sell Tagamet, 
now a prescription drug, this way. 

@ Focus; both Beecham and SmithKline de- 
pend on diversified operations to generate 
the cash flow needed to fund expensive 
drugs R&D and marketing. That distracts 
time and attention into sectors which typi- 
cally offer lower profit margins than drugs. If 
the merger goes through, Beecham could get 
rid of its cosmetics business, with sales of 


in Euro 


€ 


about $700m, and some of its food and - 


drinks brand names, such as Marmite. 
SmithKline might sell its 84% stake in 
Beckman, a scientific-instrument business, 
and Allergan, an eye-care subsidiary. 
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American carmakers 


also benefit from way of 




















he pro SEC merger is a personality 
rong-willed bosses of the 


looks as if SmithKline’s 
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two firms. It now lo 
Mr Henry Wendt would be chairman of the 
new company while Beecham's Mr Bob Bau- 
man would manage day-to-day affairs as 
chief executive. There are still wrinkles to be 
ironed out in the final terms of the merger— 
though the firms have agreed in principle 
that the merged company should be owned 
50:50. To keep British shareholders happy, 
it is likely to be headquartered in Britain. 

A bigger difficulty is that the premature 
announcement of merger talks.may tempt 
other firms into bidding for one or both. 
This is why the two companies want to 
finalise the deal soon. 





Re-inventing the wheel 


DETROIT 


The second in a three-part series on America’s reviving car industry looks 
at the way its management has changed 


HE birth of a new car is a secretive, ex- 

pensive and lengthy affair. At a cost of 
up to $1 billion, carmakers cannot afford to 
create lemons. But as development times 
lengthen to six or seven years, so too do the 
chances that a new model will be obsolete 
before it leaves the drawing board. So car- 
makers are having to rewrite their proce- 
dures to cut development times in half. 
They are also pushing more of the risks and 
rewards of innovation on to suppliers. Both 
are wrenching changes for Detroit. 

Traditionally, product development 
proceeds step by painstaking step, with one 
department handing work on to another 
like a baton in a relay race. A new model 
may start with a "concept" design to decide 
how it will look. Then it passes to another 
team of engineers who decide how it will 
work. From them it goes to manufacturing 
engineers, who, as like as not, discover that 
it cannot be built as designed so far, and that 
the whole process must start again. A better 
way and faster, say Detroit's managers to- 
day, is for all the departments to work to- 
gether. 

GM has adopted a new management sys- 
tem, known internally as the “the four- 
phase process”, to develop its new cars. 
Many departments, including marketing, 
are now involved from the start. At each 
phase, the project team has to show that the 
new car meets predetermined criteria, in- 
cluding financial targets, before moving on 
to the next. This way a new model evolves 
with everyone’s approval—instead of get- 
ting lost in continual shuffles from one part 
of the corporation to another. After the car 


reaches the production line customer com- _ 


pliments and complaints are monitored, 
and improvements made accordingly. — 

In about three years". time all GM's new 
cars will have been developed this way. Par- 
tial implementation of the system has al- 
ready shown benefits: half the usual number 
of engineering changes on one new model; 
on another, cost savings of $300m thanks to 
early suggestions from sections of the com- 
pany that would not normally have seen de- 
signs until they had been fixed. 


Into the supply chain - 
The new GM method and similar ones used - 
by Ford and Chrysler are also changing the 
way suppliers do business with the big thr: ~ 

_ Outside suppliers are an integral part — 
the carmaking business: GM spends some . 
$30 billion a year with its North American 
suppliers alone; Ford $17 billion. Once sup- 
pliers were simply told what to make. Now, 
says Mr Donald Pais, GM's vice-president of 
materials management, practice is shifting 
toward what he calls “collective progress". 
The idea is to establish longer-term relation- 
ships with suppliers, and to involve them in 
product development much earlier—almost 
like internal departments of the company. 

Ten years ago every part of a GM car was 
sourced from two, and in some cases three, 
suppliers. But variety made it difficult to. 
maintain consistent quality. Even a few mi- 
crons difference in the size of a component: 
can cost valuable minutes on the production: 
line as machines are re-set. Now alniost all 
GM’s parts are single-sourced. 

. Having fewer suppliers makesit easier to: 
move towards just-in-time delivery of com- 
ponents. That. reduces stock. (invent 
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costs—which, in turn, reinforces the em- 
phasis on quality. There is no longer time to 
test components as they are delivered. So 
suppliers. must take responsibility for the de- 
livery of fully-tested components. That may 
mean doing some assembly work, such as 
wiring instruments into a dashboard. Qual- 
ity is improved and costs reduced if the com- 
ponents are designed with the suppliers’ 
most efficient manufacturing process in 
mind. So the suppliers also take on more 
responsibility for R&D. 

Ford began changing the way it treated 
its suppliers | in 1980 by rating them for qual- 
ity. Most scored 60- 70%. In 1982 the com- 
pany gave what it calls a Qi award, and pref- 


erential treatment, to suppliers that scored 


85 or above. Ford has continued to raise the 

minimum standard for the award—and by 
1991 will use only suppliers that meet it. 

Ford is also now rating its suppliers on 

ner things, for instance their R&D ability. 

n January 1987, it asked suppliers to in- 
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“HOUGH it is tougher now for a sup- 


| carmakers, there are compensations: The 
| Budd Company, based at Troy, Michigan, 
| was asked by Ford to go “paperless”, and 
| | . use computers throughout the design and 
p | development of a front-suspension part 
= | fora new car, the Thunderbird. Though 
! | expensive and time-consuming, the 
| | change cut the time needed for the project 
scd from three or four years to two. More im- 
Je portant, it has helped both companies see 

x E the benefits of co-operation. 
l^ Ford and Budd hooked their comput- 







. plier to do business with America’s 


crease their productivity by 596 a year, for 


five years. Constantly turning up the pres- 


sure on suppliers to do even better makes 
doing business with carmakers tough (see 
box). So what do the suppliers get out of it? 
Mr Norm Ehlers, Ford's executive director 
of production purchasing, sums it up sim- 
ply: "If we sell, they sell. It's survival. 
Chrysler too has focused on manage- 
ment change to increase its competitiveness. 
Five years ago, it began to give more auton- 
omy to its parts subsidiary, Acustar. For the 
first time, Acustar had to "sell" its services 
to its parent as an independent supplier 
would. Eventually, a number of bids were 
made for Acustar. Though Chrysler turned 
them down, the size of the bids intrigued 
Chrysler's management: "We tried to see 
what outsiders saw in getting more from 
Acustar," says Mr Gerald Greenwald, 


Chrysler's vice-chairman. 


Tt was, the company decided, more au- 
tonomy: the ability to improve engineering 


ers into one another to exchange design 
information more rapidly. Staff from both 
companies were roped into working as a 
team. Budd reckons it was a “monumen- 
tal success", allowing the company to de- 
velop a fully-computerised design and 
manufacturing system essential to future 
competitiveness—not to mention the 
money it will make on the Thunderbird 
contract itself. 

PPG Industries, a paint supplier, has 


taken partnerships a step further. Paint- . 


ing cars has become such a complex pro- 
cess that it can account for up to one-fifth 






iri partnerships wi 
ers, and to tap economies i 
sales to other carmakers. So 
encouraged Ácustar to do just 








Merger mania 
American car companies now f 
will use about half the numbe 
they once did. À decade ago, For 
shipped to it from 3,700 differer 
That has now been reduced to z 
and it is likely to fall to about 1,8 

With fewer companies. 
chunks of business, merger 
ken out. The ownership of | 
Chrysler’s carpet suppliers, fo 
mc hands urs one aris 
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TM Vedi duds mode suppliers look 
over their shoulders. As Japanese carmakers 
transplant production to America, so.t 
T Japanese car-parts makers. In. 1980 
only 18 Japanese firms made car parts in 
America; at last count, 232 did. ` 
So far, the Japanese have provided litt 
direct competition. Unlike American firm 
which typically supply all three big Ameri- 
can carmakers, Japanese ones traditionally 
work exclusively with one maker. Moreover, 
American firms are reluctant to buy from 
the Japanese because, as one executive put 
it, “we will never be any more than their se 
ond most important customer. But that 
changing as the Japanese adapt their prod. 
ucts and management to new suiro 
About a third of the Japanese part 
and their joint-ventures now ha 


with one or other of the big three, a: fes 
all of them. 
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into the factory. to manage 





self. The company is now setting up 
lar paint ventures within other car pl: 
not just in America. M. 

Entrenched competitors can m e 
hard for a supplier to win new or 
it can be done. Capitol Plastics of Bow 
Green, Ohio, reckons that it took it t t " 
years, $200, 000 of investment and 
ings with several hundred people 
its first order (worth a little i 
from Honda’s plant in Marysv 
[ts business with Honda is now 
more than $1m a year. 
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REPORTS SIR NIGEL MOBBS, THE CHAIRMAN - 




























€ A year characterised by buoyant de 


| mand, improving rental rates 
and a strong investment market. tQ UU 


IS 


€ Pretax profits at £75.1m are up 2296 and earnings per share rose 
from 15.6p to 19.0p. | 


Lee 
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9 Gross value of the Group's properties is now £1.6 billion. 7C XE 2 
€ Worldwide development programme amounts to £1 billion. E A 


€ The medium term view for commercial and industrial property | 
remains good and the strength, quality and momentum of the 
companys activities should contribute to another successful year. 





1988 1987 Increase 




























































Profit before tax m £75.1m £618m +22% a | 
: Profit attributable to shareholders £529m f£428m +24% | 
Earnings per share | 19.0p 15.6p +22% . 78 
D (o » | Dividends per share m 8.9p 73p +22% | 
| | Net assets per share mE 395p 287p +38% 
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To obtain a copy of the 1988 Preliminary 
Announcement and the 1988 Annual Report, to be 
published in April, please write to the Secretary, 

Slough Estates plc. 234 Bath Road, Slough SLTAEE. 
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[win twisters over America's 
nortgage securities market 


EW YORK 


“he mess in America’s savings and loan (thrift) industry is beginning to 
tain the $750 billion market in mortgage-backed securities 


MERICAN families have borrowed $2.2 
. Atrillion to buy homes. Roughly one- 
ird of that debt is securitised—ie, the 
iortgages are bundled together and traded 
5 securities. The market for mortgage- 
acked securities grew from next-to-nothing 
i the late 1970s to become, along with junk 
onds, a bonanza in the Wall Street bull 
\ of the 1980s. Confidence is now 

ling thanks to the troubles of the 
and rising interest rates. 

One sign is widening spreads in interest 
ites between mortgage-backed securities 
nd Treasury bonds. The vield on the 
enchmark Government National Mort- 
age Association (GINNIE MAE) 10-year secu- 
ty is 150 basis points (one and a half per- 
entage points) over the equivalent 
reasury bond. A 70-100-basis-point spread 
more normal. 

Thrifts have usually accounted for 
bout half the short-term trading in the 
ortgage market, but they have not proved 
dept at making money at it. Faced with a 
runch on their earnings and a need to raise 
1ipital, thrifts cannot now afford to take 
isses spivving in and out of the market. 

Thrifts are also being hurt by America's 
erted vield curve, which means it costs 
iore to borrow for 30 days than 30 years. 
his has ended a once common practice by 
iany dodgier thrifts of borrowing money 
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short-term to buy higher-yielding securities. 
Such paper-shuffling no longer makes sense. 
The pain is worst with adjustable-rate 
mortgages (ARMs), of which about $50 bil. 
lion-worth is securitised. The thrifts made 
most of these ARMs, be they securitised or 
retained on their books as loans, and have 
lost pots of money on them in the past year. 
In 1988, $185 billion was lent in ARMs, 
mostly by thrifts. These mortgages ac- 
counted for half the thrifts’ total mortgage 
lending. They took a chance by issuing ARMs 
which offered borrowers low introductory 
"teaser" rates, usually well below the lend- 
er's cost of funds. The thrifts gambled that 
once the teaser period was up—commonly 
after a year—the borrower would start pay- 
ing a real market interest rate. The gamble 
failed twice over. First, short-term interest 
rates are up more than 250 basis points from 
January 1988's level of barely 796. Thus à 
thrift may now pay 9.596 for its funds, while 
earning 150-200 basis points less on what is 
meant to be a floating-rate mortgage. 
Second, when the teaser is due to ex- 
pire, the mortgage holder often pays off the 
loan and starts a new mortgage offering an- 
other teaser rate. So thrifts with variable- 
rate mortgages on their books end up taking 
losses. Likewise, an investor in a securitised 
ARM which is paid off early will suffer a loss 
of income because the monthly mortgage 


payments cease. [hat is why thrifts have 
ended up with most of these securitised 
ARMs. No one else wants them. 

A fear spooking the mortgage market is 
that thrifts might one day be forced to dump 
their mortgage-backed securities. Thrifts do 
not have to mark down either their holdings 
of mortgage-backed securities or their mort- 
gage loans to market values. This has ex- 
posed them to a huge interest-rate risk. 
America's thrift industry owns some $230 
billion of mortgage-backed securities. Mr 
Jonathan Gray, a thrift analyst at Sanford 
C. Bernstein, an investment firm, says that 
every one percentage point rise in long-term 
interest rates may cause thrifts to lose about 
$18 billion on these securities. 

If the capital requirements proposed un- 
der the Bush thrift plan become law, many 
thrifts would have to double their capital to 
6% of their assets by June 1991. This could 
lead to mass dumping of securities. Mort- 
gage-backed securities are often the only sig- 
nificant liquid asset on the books of a cash- 
starved thrift. Stiffer capital requirements 
will also force as many as three out of four 
thrifts to shrink. This means they will not be 
able to afford to expand their mortgage 
lending. Since thrifts now account for about 
40% of America’s total mortgage market, 
that leaves a huge gap to fill. Banks and oth- 
ers are likely to step in to buy mortgage- 
backed securities only when prices go lower 
and yields higher—perhaps as high as 250 
basis points over Treasuries. In turn, home 
buyers will face higher interest rates. 

A continued silent run on deposits out 
of the thrift industry could force shaky 
thrifts to dump assets just to raise cash. Janu- 
ary is usually the best month of the vear for 
thrifts. But this January, instead of taking in 
the usual $5 billion or so, they suffered a 
record $10.8 billion outflow. Little wonder: 
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money-market funds pay 300 basis points 
more than equivalent thrift deposits. 

A graphic demonstration of thrifts’ ex- 
posure to interest-rate risk came on March 
31st when the Federal Home Loan Bank 
Board and the Federal Deposit Insurance 
Corporation announced the second biggest 
thrift failure ever: Gibraltar Savings, based 
in Beverly Hills, California. With $13.4 bil- 
lion of assets Gibraltar was America's ninth 
largest thrift. In 1986 and 1987, Gibraltar 
(then under different management) bought 
more than $6 billion of fixed-rate mortgage- 
backed securities (as much as its total assets) 
in a bet that interest rates would fall. As a 
result, Gibraltar was running out of capi- 
tal—losing, at current interest rates, $30m- 


- 40m a quarter. 


Another shadow over the mortgage 


4 . market is a risk of falling house prices. Hous- 
ing starts, which fell by 11.496 in February, 


are one sign of a softening market. Another 
is word from Mr Richard Young, who tracks 
data released by the National Association of 
Realtors, that at the end of 1988 house 
prices had fallen over the previous quarter 
in 44 out of 60 American cities. 
Astonishingly, the prospect of falling 
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house prices does not get professionals in 
the mortgage-backed-securities markets jit- 
tery. Credit risk, they say, is not an issue. 
They view the paper they buy or sell as safe 
(as houses?) because nearly all mortgage- 
backed securities are issued by three feder- 
ally sponsored agencies: GINNIE MAE, the 
Federal National Mortgage Association 
(FANNIE MAE) and the Federal Home Loan 
Mortgage Corporation (FREDDIE MAC). All 
enjoy implicit federal guarantees. So, if a 
borrower defaults on his mortgage, the tax- 
payer, not the investor, is expected to pay. 
So what about the risk being borne by 
the taxpayer, and the power enjoyed by the 
federally sponsored mortgage agencies as a 
result of the implicit guarantees? This is now 
getting talked about in Washington. The 
Department of Housing and Urban Devel- 
opment is reportedly trying to get FANNIE 
MAE's capital requirements raised by nearly 
$4 billion. At the end of 1988 the agency 
had $2.3 billion of equity to support mort- 
gage lending of $278.1 billion, of which 
$178.3 billion is in mortgage-backed securi- 
ties and $99.9 billion in mortgage loans. 
The department's officials think more 
capital is needed to cut the risk that the tax- 
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payer will end up paying for another thrift« 
like disaster. They also fret that the agencies 
will have to grow even faster to make up for 

the decline in mortgage lending forced ons 
the thrifts by higher capital requirements. 

So far these mortgage agencies, whiclw 
buy mortgages and then securitise many ofi 
them, do not seem alert to the danger. In- 
stead they appear to be busy exploiting the 
thrift troubles to increase their power. FRED. 
DIE MAC has hired a Washington lobbyist tc 
win greater independence for itself in the 
thrift rescue bill before Congress. FREDDIE 
MAC wants to run itself like a private-sector 
company with a minimum of regulation. But 
is also wants to retain its implicit guarantee* 
from the Treasury. 

[n fact FREDDIE MAC, like FANNIE MAE, isi 
in need of more financial regulation not less, 
and stiffer risk-based capital requirements 
to make sure that blanket federal guarantees 
do not end up causing a repeat of the rheift 
debacle. The high gearing of these age a 
exposes the taxpayer to huge credit risks. 
FREDDIE MAC has equity of $1.6 billion to 
support credit risk on mortgages of $243.2 
billion, of which $226.4 billion is in mort- 
gage-backed securites. Windy. 





. Debt relief 


. The Brady plan's Foggy Bottom 


_ WASHINGTON, DC 


ROPOSALS outlined last month by the 


American treasury secretary, Mr Nicho- 


— las Brady, for reducing third-world debt re- 
. main as clear as mud. Finance ministers who 
.. went to the IMF and World Bank meetings in 
—. Washington to hear details left disap- 

. pointed. That made it easy for them 


to support the "plan", though with- 
out much enthusiasm. They have en- 
dorsed little of substance. 

Mr Brady wants the two multi- 
national agencies to offer cash or fi- 
nancial guarantees to encourage 
heavily-indebted countries and their 
creditor banks to negotiate cuts in 
debt principal or interest. Yet he still 
offers few clues to amounts, timing or 
mechanics. So, although the Japanese 
reiterated an offer of additional fi- 
nance in parallel to Fund arrange- 
ments, even mentioning $4.5 billion 
over three years, it remains to be seen 
how it might be linked. 

The Fund and Bank have been 
instructed to set aside for debt-reduc- 
tion operations a portion of their 
lending to countries undertaking sound eco- 
nomic reforms. But would that bring new 
money or merely be a condition for lending 
at all? And just how binding is the IMF's in- 
terim committee's contention that Fund 
participation in debt alleviation should be 
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accompanied by new money from the 
banks? So far, no one can say. 

For the rest, finance ministers fell back 
on further study by the executive boards of 
the two institutions. Not everybody is re- 





Conable and Camdessus: really far apart 


laxed about the likely outcome. Both Brit- 
ain's Mr Nigel Lawson and West Germany's 
Mr Gerhard Stoltenberg warned against 
transforming the bad debts of commercial 
banks into bad debts of international insti- 
tutions. They responded cautiously to the 
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American argument that, at 10% rates, a 
dollar of interest relief is worth ten times as 
much as a dollar of principal relief. The Eu- 
ropeans' scepticism looks likely to kill inter- 
est support. 

Nor did ministers tackle the issue of 
how the two agencies should combine in. 
backing voluntary debt relief. Relations be- 
tween the two are just about as bad as they 
could be. Shortly before the meeting, their 
two heads, Mr Michel Camdessus at the 
Fund and Mr Barber Conable at the 
Bank, signed a letter of understand- 
ing about staff procedures to update a 
1966 procedures agreement. Th’ * 5 
not, as yet anyway, been circu . 
Doubtless intended to forestall criti- 
cism, the move shows that what 
should come naturally can only be im- 
posed—if at all—through legalistic 
agreement. 

Though Mr Brady should have 
done more homework, his plan has 
given an impetus to voluntary debt 
relief which must not be lost. The 
first test will come from Mexico, 
which hopes to start negotiations on 
its $73 billion of bank debt within the 
next few weeks. Its chances of success 
look slim. 

lronically, the interim committee 
devoted little time to two landmines 
that lie in the way of the debtors’ eventual 
recovery: the American budget deficit that 
keeps interest rates high, and growing 
American protectionism that threatens 
their exports. 
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Few markets can offer so much Call Paul Cantwell or Adam May : 
.. potential reward as that for futures. on 01-982 9085. or return the coupon E 
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4988 has been another year of expansion and record results with all major factors continuing to 

favour the airline, The sustained high level of demand for both passenger and cargo services 
enabled the airline to operate throughout the year at a record load factor despite a substantial 

_ increase in capacity. Revenues benefited from the Hong Kong dollar being pegged to the weak 

| United States dollar and this helped to absorb the impact of higher unit costs mostly associated 

“with exchange fluctuations. The profit attributable to shareholders increased by 33.5 per cent. 

. over the 1987 results to HK$2:8237 million. 


Dividends: An interim dividend of 90 per share absorbing HK$2578 million was paid to 
shareholders ón 30th September 1988. The directors will recommend to shareholders at the 
“annual general meeting on 24th May 1989 the payment of a final dividend of 270€ per share 
, absorbing HK$773.4 million, payable on Bist May 1989 to shareholders registered on 26th May 
©1989. The share register will be closed from I5th May to 26th May 1989, both dates inclusive. 
— The total dividend for 1988 would thus amount to 360€ per share, as against 280€ per shure 
paid in respect of T987, m 


^ Operations: One new Boeing 747-300 passenger aircraft was acquired during the year together 
with four TriStars and this brought the Company's complement of aircraft up to thirty although 
one of the newly acquired TriStars was not introduced into service until after the year end. The 
average revenue load factor improved from the high level in 1987 of 73.6 per cent. to 79.4 per 
cent. a level hitherto considered unattainable over sustained periods of time. . 


|: Financing: Net borrowings at 3ist December 1988 amounted io HKS4 6667 million compared — 


with HK$6,.222.4 million a year earlier. The decrease reflects the high level of cash flow from 
operations. Although the Hoag Kong dollar weakened on average throughout 1988 compared 
_ with 1987, it strengthened towards the end of the year when its weighted value relative to the 

- currencies in which most of the borrowings were denominated was higher than at the end of 
1987. This, together with the repayment of part of these obligations, explains why the long-term 
uarealised exchange loss on foreign currency financings at 31st December 1988 reduced to 
HK$4,137.4 million from HK$54046.3 million a year cartier. 


Aas Company pol icy. to raise long term finance in foreign currencies in which it is intended that 
future revenues will be used to repay the borrowings. This ensures that exchange fluctuations 
affecting the value of such foreign currency obligations are effective y hedged by corresponding. 


: Results: The audited consolidated results for Cathay Pacific Airways for the year ended 31st December 1988 were: 





Year ended 3ist December 

1988 (c^ 1:987 
HKSM. HK$M. 
15,097.7 11,708.7 
















































3,750.8 
564.8 


3,186.0 
99.7 
3,285.7 
«446.9 
2,838.8 
15.1 
2,823.7 
1,031.2 
1,792.5 

























but offsetung, fluctuations affecting revenues. Fofecasr surplu, 
foreign currencies are sufficient to meet the int 


including fuel pric 
at airports and in the skies can only have-an adver 
passenger and cargo traffic demand is forecast not 









delivered until the following year. To provide more much needed immediate capacity arrange 
menis are being made to purchase two additional TriStars. la view of the strong long term demand © 
for new equipment the Company has also protected its future requirements by taking options ` 
on an additional nineteen Boeing 747-400 aincrafi for deliveries upto October 1995. An ender for ` 
aircraft that will eventually replace the TriStars in the mid-1990's in expected to be placed short! 






















Earnings per share are calculated by reference to the profit attributable to shareholders of HKSZ 823.7 mille 
(EPA, HKS2, 158 millión) and to the 2.864.535 340 shares in issue throughout dhe year (198? weighted average. 
ibng the chairman s sutemént and cheaudnedaccounts for — 





1 846.829.370 shares). The annual mpor for 1988 inchid 
the year ended Hsr December 1988 will be sentit shareholder, On 3rd May IS oy 








^s A. Gledhill 












Hong Kong, 28th March 1989. 
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the next year 


¿| ited from Financial Report. 

í ^ This week we introduce an- 

+ other of its regular features 

that we are e delig ted to have taken over, 

its currency poll. An international panel 

of 13 banks was asked to look 3, 6 and 12 

months ahead at the prospects for five 

leading currencies against the dollar, and 

to assess which factors will drive currency 
markets over the next year. 
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rency. predictions. are. dodgy, to put it 
"mildly. Their aim is to indicate the direc- 
tion and (only roughly ) the magnitude of 
. likely changes in a xcd ’s value. As 
reference points, the table also gives mar- 
ket rates on the day the poll was taken, 
together with forward rates, which indi- 
cate interest-rate differentials. 

The panel is disenchanted with the 
dollar. Only three pollsters are bullish 
about the currency, and see it going 
higher against both the D-mark and the 
yen, not only in the next few months but 
also a year ahead. A couple more see virtu- 





mously over the next three months. By a 

big majority, therefore, the panel votes 
_ that the dollar's recent strength will prove 

to be ephemeral. Two reasons are given. 


The first is the fact that DM1.90 is pre- 
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A fortnight ago we pub- 
lished a poll of fund manag- 
ets’ portfolio choices, inher- 


_ As the forecasters readily admit, cur- - 


ally no change from today’s levels. The. 
rest are dollar bears, though not unani- 





sumed to be the ceiling imposed on the 
dollar in the February 1987 Louvre ac- 


cord, which set guidelines for currency 


values. Some-of the pollsters worried be- 
fore April’s G7 meeting in Washington 
that this ceiling was about to be raised. 

The second reason for pessimism 
about the dollar is worry about the Ameri- 
can budget deficit. The forecasters doubt 
that the new American administration 
will tackle the problem. They fear that the 
longer it takes to find a solution, the more 
uneasy dollar holders will become. One 
forecaster predicts that the administra- 
tion's nerve will break in August. 


The banks most bearish about the dol- 


 lar's prospects point out that, even leav- 


ing aside the budget deficit, America’s 
trade deficit remains in the background. 
Taking the most pessimistic view, another 
panellist reckons that the dollar will have 
fallen by 17% against the D-mark and al- 
most 2096 against the yen by April 1990. 
The few dollar bulls counter these ar- 


guments by claiming that this fretting 


over the trade deficit has already over-de- 
pressed the price of the dollar. They say 
that it deserves to be around the DM1.90 
level. They note that even economies the 
size of America's can turn themselves 
around fast. For the bulls, the Federal Re- 


| Spot and forward rates against the dollar — forecast and actual 





" | The top line of each currency shows the panellists’ tange of forecasts; the bold figure the average (median) forecast; 
the italic figure the actual spot and forward at 3.4.89. The forward rate indicates relative interest-rate differentials. 
COME The usual convention is adopted of putting the sterling rate in terms of dollars rather than the other way round. 


"EE. Spot 3 months - |. . 6 months 12 months 
D-mark. 175- 193 — (165-197 155-195 
| 1.88 1.86 185 1.81 
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— jority of pollsters think that X135 could 





serve's tightening interest-rate poli 
right. All these optimists fear is th 
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the market's confidence in Japan's 
tion of political stability. | 
Now that the yen has slipped, the 












































the trigger point for large-scale interve 
tion by the Bank of Japan. The cen 
bank was, until April 3rd, conspicuou 
not intervening in the markets against. 
dollar. Its sudden appearance pushed: 
dollar back against both the yen anc 
D-mark. Yen bulls admit that the ce 
bank did not step in at ¥135 las 
They stress that there are now n 
tionary pressures building in th 
economy. This year’s rise in. oil p 
celerating wage claims (runningat an ai 
age of 5%), signs of some bottlenecks 
supply and the imposition. ofan në 
sumption tax this month will all; they sa 
force the Japanese authorities to suppo 
the yen. These banks expect the ce 
bank to sell dollars for yen and to increa: 
domestic interest rates. 

Elsewhere, our panellists—save tw 
are guardedly optimistic about the Sv 
franc and positively enthusiastic about 
French counterpart. Two banks e 
the Swiss franc to appreciate by 18% 0 
the next 12 months. On the other 
the bears claim that the authorities ar 
liberately letting the currency drift lowe 
to make Swiss goods more competit 
even trying to devalue it against th . 
mark, its traditional peg. - 

The success of the French au 
in strengthening their currency ag 
the D-mark, and thus avoiding. a 
uA ipii pad Se EMS reali 




















West ca s. . This pente mos n 
panel to favour the French franc. 
Since West Germany's inflation 
touch higher than Japan's, the D-ma 
slightly less favoured by dollar bears 
it is still held in higher esteem thai 
British pound. Rather like the Austral 
dollar, sterling takes a battering ev 
time a monthly trade figure is announce 
It also trembles with inflation. One po 
ster fears that Britain's inflationary ni 
will be steadily worse. He reckons tha 
next interest-rate rise will tip the B 
into recession. ae 





aaro menta 


AAT is green, Japanese, stuffed with 
cash, without a peso of Latin debt to 
me, and about to start sowing a huge 
hicrop in New York and London? The 
nswer is Norinchukin. 

As Japanese farmers’ "central bank", 
Norinchukin has just been given official ap- 
val to make its first investments in equity 
markets abroad. It is the world’s biggest 
bank (in terms of deposits plus debentures) 
nd Japan's ri institutional investor, 
olding Y760 billion ($5.8 billion) in Japa- 
ese stock plus ¥10 trillion in bonds and de- 
bentüres. Let loose to buy blue chips 
broad, Norinchukin is set to have a field 
ay once it shakes the mud from its boots. 
Tt needs to. Back home, Norinchukin is 
e mire. It has too much money lying idle 
d too many depositor farmers who dislike 
Ow interest rates. By law, Japan's net- 
of 4,000 farm and fishery CO-Oper- 
; called. Nokyo, must deposit two- 
rds of their surplus funds with one of 
ee credit federations. These, in turn, 
ve to deposit at least half of their funds 
. Norinchukin. The agricultural bank 
most of the deposits it receives for 
erm lending, including call-money 
, and securities investments. 

The bank cannot (and anyway does not 
nt to) stop the deposits pouring in from 
17,000 affiliated branches. They have 
w reached ¥20 trillion and rising. But 
Yitichukin has the same problem as al- 
st every other Japanese bank. It has diffi- 
finding anything like enough borrow- 
wheel away its barrowloads of cash. 
The farm co-operatives, which had no 
uble in the mid-1970s lending half the 
igs they collected, now count them- 
s lucky if they manage to lend 25% 

r central banker is in an even more pe- 
uliar fix, because of the huge rice mountain 
ccumulating on the state's doorstep. The 
uthorities are paying farmers. not to grow 

































rice and subsidising them to switch to other 
crops, so farmers need fewer loans to buy 
seed and machinery. While its borrowers 
disappear, Norinchukin's funding costs are 
rising sharply, as it reluctantly accepts more 
of the money-market certificates it is obliged 
to take in from the co-operatives. 

In addition, the government has been 
retiring much of its debt, thanks to the 
booming economy and bumper takings by 


founded in 1923, 
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iis taxman. As a peni Norinchukin has 
been finding it hard to replace the ten-year 
government bonds in its portfolio that are 
maturing in ever bigger bunches. For the 
past five years, its two answers have been to 
stretch the definition of what is “agric 
ture" (a theme park on a former industr... 
site?) and to go overseas. | 
In those ventures abroad, caution he so 
far been the watchword. Since it was 
Norinchukin has never 
owned foreign stocks. It was only a decade 
ago that it got permission from the agricul- 
ture and finance ministries to buy foreign 
bonds. The bank opened its first. overseas 
office, in New York, in. 1982. and added a 
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.Yoshi can you spare 


TOKYO 


ORTH less than an American 
cent, the one-yen coin has sud- 
denly become the most sought-after cur- 
rency unit in Japan. With a decade of in- 
flation-free growth, prices in Japanese 
shops have become not only 
stable, but well-rounded g 
too—mostly to the nearest / 
¥10 or ¥100(75 cents). W 
This past week shop- Y 
pers have been searching 
in pockets and purses for the 
odd yen, cursing the new 3% 
consumption tax that has confused 
sales clerks and. customers alike 
(some goods have the tax added in 
the price, some do not) and left 
people struggling to find change. 
The Ministry of Finance swears 
it minted extra one-yen coins (200 
tonnes more to be precise) ready 
for the new tax that went into effect 
on April Ist. All told, some 28m of 
the tiny, shiny aluminium coins are 











supposed to be in circulation. 33 
Most, unfortunately, are not. a 
They lie at the bottom of 
drawers and in old beer bot- 


$a 













a yen? 


tles or plastic bags long since lost at the 


back of cupboards. 


The latest wheeze by students is to 
print one-yen bills of their own. At Kobe 
nce campus's co-operative is- 
sued 160,000 one-yen bills to their mem- 
bers last week to meet the shortage of 
coins in the co-op's 15 shops and res- 
| — taurants around town. The bills are 

X. also a form of protest. They call for 
abolition of the consumption tax 
on one side, and have a glum-look- 
ing Mr Noboru Takeshita on the 
other, along with space for people 
to write to the prime minister to tell 
him what they think about his 
cherished tax. 

The men from the finance min- | 
istry did not see the funny side of 
this, dispatching a grim official to 
shut down the Kobe press. No luck. 
The student co-op had already |. 
taken legal advice and had not E 
breached any of the country's |} 
a Raten iE laws. Now the stu- 





^ dents plan to publish a booklet | 


; containing the rudest selection |. 
"ofreverseside messages... | 
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~ tional, in London the year before last. 
Investment in foreign bonds and fund 
management abroad accounted for 4% of 
the bank's total assets in 1984; today it is 
nearer 2596. Norinchukin refuses to touch 
anything with a credit-rating less than a sin- 
gle A. It likes American treasury instruments 
best. It has taken up a fifth of all Treasury 
bills bought by Japanese institutions. Orher- 
wise, the bank has tended to plough the fur- 
-row it knows best—investing in bonds is- 
-sued by, say, the Canadian Farm 
¿Administration or the World Bank. The 
only Eurobonds it has invested in have been 
those issued by friends from home. 
Norinchukin could now try to trans 
form itself into a financial-services institu- 
tion able to offer a full range of securities- 
related businesses. After a good deal of 
backyard lobbying, the Norinchukin Law— 
which labels the bank a non-profit institu- 
tion and restricts its business activities—was 
revised in 1986. The bank subsequently 
moved into the trustee business with con- 
- vertible bonds issued by Snow Brand Milk 
Products. In principle, Norinchukin can 
< now offer much the same kind of service as 
- Japan's big national commercial banks. 
.. The question is whether the change of 
- tules will really change Norinchukin's cau- 
-tious ways. It is very big, but still a bit of a 
“country bumpkin. For this reason, it tied up 
"with the cosmopolitan Bank of Tokyo in 
_ 1984. Under the agreement, the Bank of To- 
kyo has been helping Norinchukin learn all 
about foreign exchange. It has favoured the 
agricultural bank by allotting it a leading 
‘tole in many of the offshore syndicated 
loans it has managed, and has created an in- 
-vestment-trust fund in New York for invest- 
-ing Norinchukin's yen assets. 
^. The two banks have also been introduc- 
ing their respective clients to one another 
-and sharing information and computer sys- 
ems. In return, Norinchukin has been help- 
g the Bank of Tokyo raise yen loans b 
ing its debentures. Norinchukin has also 
Iped by providing experience on how to 
ance small- and medium-sized Japanese 
firms. The Bank of Tokyo has traditionally 
dealt only with large corporations and has 
specialised in foreign exchange and interna- 
ional finance. 
With interest rates being deregulated at 
home, competition to provide higher re- 
‘urns to its customers has become fiercer. 
‘We are at a loss about where to invest our 
money’, says Mr Kazuhito Nakane, a fund 
manager for a medium-sized farm credit 
“association in Chiba. With ¥30 billion of 
government bonds about to be redeemed, 
. Mr Nakane wants to choose stocks, futures 
-transactions and investment trusts. Invest- 
ment in overseas markets, despite the risk of 
exchange losses, is a likely alternative", says 
Mr Nakane. 
His problem is duplicated in most of Ja- 
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ecurities subsidiary, Norinchukin Interna- 
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i pan’ 's 47 prefectures. es Fm the 


Nokyo hold Y44 trillion in deposits (al most 
as much as Japan's national budget). As 
their bank and, now, broker, Norinchukin 
is going to have to manage a sizeable chunk 
of that in addition to its own not insignifi- 
cant funds—a storeroom all told of close to 
Y65 trillion. Year-end results will show 
whether Norinchukin has become enough 
of a city slicker to hold its own in New York 
and London—and whether the share price 
of General Motors, Exxon and mM will 
henceforth be set in the pocket-sized paddy 
fields of Japan. 


Spanish stockmarkets 


Oiled for 
deregulation? 


MADRID 


HE $1 billion partial sale of Repsol, 

Spain's state-owned petroleum group, 
will be Spain's largest-ever share offering. 
Given the need to unload the huge issue, the 
shares, which are now being made ready for 
firm price-fixing on April 20th and for sale 
by May 6th, look set to offer a low price and 
quick profit to foreigners sanguine enough 
to cohabit with a government that will re- 
main the majority shareholder. In Spain, op- 
timists reckon that the sale, the first to be 
slickly marketed along American or British 
lines, may create a nation of small share- 
holders. It will certainly test an antiquated 
stockmarket struggling towards a muted Big 
Bang due on July 29th. 

Repsol's attraction to shareholders will 
be its near-monopoly control of the Spanish 
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Anyone gota tip? 





— mark t for oil-related goods. In time, ‘it 


strength in the hitherto heavily protecte 


domestic market could prove its weaknes: 


The firm controls 60% of Spain’s refinin 
capacity, and sells about 45% of all petrc 
chemical products in Spain and virtually a 
liquefied petroleum | gas. Spaniards’ con 
sumption of petroleum products is still onl 
70% of the EEC average, and, as the coun 
try's economy is the Community’s fastest 
growing, this doubtless will grow too. Bu 
competition from outside Spain will in 
crease after 1992, when the EEC starts to in 
tegrate its markets, Fearing this, Repsol ha 
embarked on a string of acquisitions, an 
has brought in Spain's biggest and smartes 
bank as its first non-state shareholder 
Banco Bilbao Vizcaya, with 596. 

The headache for the Spanish stock 
market will probably be the sheer size of th. 
sale. The public (plus Repsol's staff e sup 
pliers) is being offered 2496 of the -^^— 
pany—472m shares, of which 25m will 
fered abroad. The domestic chunk or tne 
sale alone is equal in value to about six days 
trading on the Madrid bourse. Repsol wil 
represent 5% of the Madrid market’s tota 
capitalisation. British Telecom, a relativeh 
much smaller issue, snarled up a more so 
phisticated market five years ago. 

Spain's four stock exchanges (Madrid 
which lists only around 370 companies, ac 
counts for 7096 of the country's turnover 
are small. Together, they were capitalised a 
just $87 billion at the end of 1988, less thar 
the modest Swedish or Swiss markets. 

In Spain, as in pre-reform Paris, stock 
exchange members act only as fixed-com 
mission brokers. Prices are set in a fast ten 
minute shouting match for each sector even 
morning. Share settlement, which two year: 
ago was considered by foreign investors tc 
be a farce, is now much improved. But witl 
a dearth of reliable public information or 
companies, the markets still belong t ' « 
knowledgeable; insider trading was de 
as an offence only a year ago-~and is still n 
a criminal one. 

The country is now moving towards : 
unified, continuous computerised market 
modelled on Toronto’s order-driven systen 
called cats. A few shares will begin to be 
traded this way towards the end of April. In 


dividual stock-exchange members will giv: 


way to broker agencies and (bigger) broker 
dealer societies from July 29th. Foreigners 
ie, EEC firms and others whose countrie 
grant reciprocal access, can buy up to 309 
of any new stock-exchange group in 1989 
rising to 100% in 1992. Since January 1989 
Spain’s markets have had a new regulator 
overseer, the National Securities Marke 
Commission, modelled along the statutor 
lines of America’s tough watchdog, the Se 
curities and Exchange Commission. 

Yet Spain's Big Bang will not be trouble 


free. It is by no means clear iow many firm: 


vill be members; man ot pa havı 
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technology they need. Also, there is nc 
/reement on how to disseminate prices out- 
de the market, nor on just what the re- 
gional exchanges—especially the biggest, in 
Barcelona—will end up doing. Many re- 
gional brokers wonder whether they, and 
their bourses, will have a role in a newly de- 
regulated world. 

What is clear is that big Spanish banks 
are likely to run the show. They have more 
ranches for each person in the country 
equivalents in any big European coun- 
and already generate two-thirds of all 
re transactions. But the banks also have 
e industrial portfolios of their own. Will 
"Chinese walls work? Mr Pedro Perez, 
ry of state for the economy, believes 
y will. But he, like Mr Luis Carlos 
issier, the head of the National Securi- 
Market Commission, thinks that there 
have to be tougher rules to deter insider 
ng—and not only by banks. 
















Stock-index options 


the money 


"HILE London's securities houses lose 
Y Y about £500m ($850m) a year in cut 
hroat trading of British and international 
quities, one corner of the City is booming 
ssuing long-dated options on stock indexes. 
he half-dozen Euromarket firms that spe- 
dialise in this market, which sprang up after 
he October 1987 crash, are earning per- 
aps £80m a year from it. Other securities 
Irms are now waking up—one reason 
hat the pickings will not last. 

-An option (or warrant) gives 
he buyer the right to buy or sell a 
‘urity for a fixed price at a given 
. Options on equities may be 
n out on individual stocks 
as is increasingly popular, 
bundle represented by an 

ange's index. In Ámerica 
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| le, foreigners are not rus 
to take stakes in Spanish securities firms, as 


they did in London and Paris. Some well- 


established foreign participants, like Brit- 
ain's Barclays Bank and America’s Morgan 
Guaranty, are keen to be market members; 
others, like Salomon Brothers, do not think 
it worth the candle. Spanish banks hog the 
business in mutual funds, own most of the 
insurance companies, and manage most of 
the new pension funds. 

All this will change as Spain liberalises 
for 1992. But the ordinary investor, “the 
man in the beret" as Spaniards call him, has 
a way of being left out. Here, Repsol's mas- 
sive advertising to make stockmarkets ap- 
pear friendlier animals matters. Polls at the 
end of March showed that some 1596 of 
those asked intended to buy shares in 
Repsol. Perhaps half of them will. Even that 
would be a step forward: only 796 of Spanish 
families own shares today. 
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stock indexes. The buyer of a call option on 
the FT-SE is betting that the London market 
will rise; of a put option thar it will fall, 
Investors not continually churning their 
portfolios may, however, want a hedging in- 
strument with a longer maturity than the 
usual nine months, at most, of standard op- 
tions contracts. Moreover, Tokyo, with the 
world's biggest stockmarket, has no official 
options exchange, nor are options on Japa- 
nese stock indexes traded elsewhere. Spot- 
ting the gap, three American banks in 
London (Morgan Stanley, Bankers 
Trust and Salomon Brothers) 
launched longer-dated com- 
tracts for stock-index war- 
rants in late 1986. After a 
slow start, the market 
took off last year. 
There have now 
been 25 public is 
sues—1l4 done by 
Bankers Trust —with 
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a total underlying value of around $5 bil 
lion; most have a maturity of two to three 


~ years. Nearly two-thirds of the issues have 


been for warrants on Tokyo's stockmarket; 
the rest have been on the s&p, the FT-SE and 
(recently) on the smaller West German and 
French indexes. Most of the issues are 
traded over-the-counter, although some are 


-listed on exchanges in places with lax regula- 


tion such as Luxembourg. Markets, though 
relatively illiquid, are made in most issues by 
at least two securities houses. 

So far, the business has proved highly 
profitable for issuers, because their sophis- 
tication in using complex methods for valu- 
ing options has not generally been matched 
by investors. Clients—mainly continental 
European money-managers and some Brit- 
ish pension funds—may want to hedge their 
equity portfolios against a sharp fall in the 
market, or they may want exposure to a mar- 
ket without the immediate cost of buying ll 
the underlying shares. So far, they have n 
been overly sensitive to the price of the op- 
tion. They are slowly learning, however, that 
they have often been paying over the odds. — 

Last November, Bankers Trust issued - 
popular call warrants on West Germany's 
FAZ index. Investors were miffed that when 
the West German stockmarket started to 
climb, the price of the warrants (which, be- 
cause of their gearing, ought to have 
climbed by more) hardly budged. That sug- 
gests they were overpriced from the first. In 
another issue about the same time, Bankers 
Trust offered put options on Tokyo's 
Nikkei 225-share index which were cheaper 
than other warrants because they included 
the rider that they would become worthless 
if the index rose by about 1296. This it 
quickly proceeded to do, letting Bankers 
Trust pocket the proceeds. And an increas- 
ing number of index options contain early 
termination clauses which allow the issuer 
to wriggle out of its obligations in the eve ~ 
of an (ill-defined) “extraordinary event”. 
time, all this will make investors warier and 
pickier. ; 

These publicly-issued index warrants 
are the visible face of an even bigger busi- 
ness in stock-index options. Some of these 
are tailor-made by (mainly American) in- 
vestment banks in London to suit the hedg- 
ing needs of particular investors. Others are 
created by issuing Eurobonds whose re 
demption value is linked to a stock index, 
often the Nikkei 225. The link is made by a 
put option embedded in the bond, which is 
later stripped out and sold separately to in- 
vestors, such as Swiss banks which want to 
hedge their own holdings of warrants in in- 
dividual Japanese companies. 

The business is tempting. Rivals reckon 
that Bankers Trust in London earned more 
than $50m last year from public and tailor- 
made index options, and has made $20m so _ 
far in 1989—with a team of just 30 staff, up — 
from three 18 months ago. Some Japanese. 
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stock-index warrant—a put on the Nikkei. 
Some London-based firms with an institu- 
ional equity base, such as Citicorp 
Scrimgeour Vickers, now want more of the 
action. Competition could quickly pare 
down profit margins. 

. Newcomers will need stout hearts and 
rong balance sheets. Writing naked op- 
ons (an uncovered position, unsupported 


lerchant-banking accountants 


Aiming low 


L3 RITISH accountancy firms are challeng- 
LJ ing second-league merchant and invest- 
nt banks and stockbrokers for £200m 
im) worth of business a year. This is 
at small British companies pay in fees 
h year for advice on mergers, acquisitions 
nd sales of companies they own. These 
Ympanies, with net assets of £50m or less, 


at trade nies on either the main 
S Marker. B or the smaller Unlisted Securi- 






ore of earning a a £200, 000 fee PE say, a 

£10m acquisition or divestiture every three 
years or so. Accountants are less 
picky. 
<; Although bigger deals are more 
i ucrative, there are far fewer of 












up an electronic noticeboard through 





ils (such as sales of a private company's 
ssidiary) to other accountants—and 
ough them to their clients. City mer- 
hant banks (if they bothered at all) would 
ve to slog through lists of potential buyers 
make a deal. 

he accountants’ advantage over their 
maller City rivals is that they do not have to 
ourt the company. Most corporate-finance 
ccountants reckon that over half their busi- 
ess comes from companies they audit. The 
est comes from a mixture of referrals from 
ig merchant banks; from other accoun- 
tants who have to pass up a deal because of a 
onflict of interest; and by word of mouth. 
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The accountant-bankers also have — <3 


ich One firm of accountants can advertise 


smaller buy-out deals. 





he underlying stocks) requires lot o 


capital as well as skill. A difficulty for both — | 
issuers and regulators is how much capital to. - 


allocate to options positions; and how much 
profit to book. Bankers Trust, now the most 
skilled participant, knows how hard it is to 
gauge the profits from options which have 
not yet been exercised. It had to downgrade 
its 1987 currency-trading profits by more 
than 380m, because of over-keen profit cal- 
culations on its currency-option book in the 
last quarter of the year. 


Accountants are cheaper than both big 
and middling merchant banks. Some top in- 
vestment banks, particularly the American 
ones, will often not touch any new corpo- 
rate-finance deal for a fee of less than $1m; 
small British merchant banks, such as 
Guinness Mahon and Singer & 


Friedlander, hope to charge 2% of the size of 


the deal. An accountancy firm undercuts 
both by (often) charging some, if 
not all, fees at an hourly rate 
rather than a simple 
(and pricier) suc- 


cess fee. Some are prepared to take business 
on at a loss to establish their name. 
Management buy-outs will provide a 
growing trickle of business for accountants. 
Most buy-outs are small: the Nottingham 
University Centre for Management Buyout 
Research estimates that almost 90% of the 
buy-outs in 1988 were for less than £25m. 
But accountants are not sticking only to 
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Shanghai Banking Corporation. lt acts only 
as a broker for other houses' option issues. 
At a charge of 0.25%, that could be good 
business. Rivals reckon that the broking of 
just half a dozen large, successful deals this 
year could earn Capel more revenue than its 
entire business in old-fashioned British 
traded options, where it has the largest mar- 


ket share. 


A 


In February, Price Waterhouse advised 
the world’s second-largest moneybroking 
firm, M.W. Marshall, on its £175m manage- 
ment buy-out from British & Common- 
wealth Holdings (B&c). Price Waterhouse _ 
even hired a rival firm of accountants, Ar- | 
thur Andersen, to audit its client so as to 
avoid any conflict of interest. These two. 
were not the only accountancy firms ia - 
volved. British Telecom, which paid £11. 
for a 29.5% stake in the bought-out * 
was advised by Ernst & Whinney. TF 
traditional merchant bank involved 4 

offspring of Barclays Bank, Barck 

Zoete Wedd, which advised Ł 
s Business becon. 

| more difficult for col 
porate-finance ac- 
countants when 
their deals involve 
raising capital for 
clients. Because ac- 
countants cannot, 
under the rules of 
their professional 
bodies, own a stake 
| in companies that 
they audit, they are 
effectively prohib- 






} ited from kadan any capital is © 


sue. Nor do they have the muscle with i p 
tutional investors to complete- 
underwriting quickly. So in almost : any: c M. 
that needs underwriting they have to bane 
in a stockbroker, hand him the corporate- 
finance business on a platter and revert to 
their traditional role. This means that the 
accountants have to share—or even 
waive—their fee. 

Some accountants are trying to link up 
with regional stockbrokers which have good - 
contacts with institutions and could handle 
the underwriting, but are either not inter- 
ested enough or do not have the expertise to 
take the entire lump of corporate-finance 
business. Yet other accountants would like 
to convince international Japanese banks 
(eg, Sumitomo, Mitsubishi and Industrial 
Bank of Japan) and the big securities houses 
(Nomura, Yamaichi, Nikko and Daiwa), 
which have lots of money but few British 
corporate customers, to underwrite their 
deals for them. | 
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9. Researe if T m conflict of interest. Good finansi idie requires 

search oi d global basis. Morgan Morgen financial advisory st 

b ed i in all the major financial markets worldwide. These : an 
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m l firm with a major p pre: 
lis z international di dimension - an x 
















SERM i compani on prospe tive acquisitions, pice or v iota divestitu 

_ offs, joint ventures, restructurings, and recapitalizations; furnishi 
services under defensive retainers; acting as dealer manager fo 
offers; providing fairness opinions; and acting as advisor 4 and "-" ity | 
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This means we compete for M&A business on the basis of per 


and price. - * 









.. .. Wee set our äbhts on being the world’ S leading M&A advisor, and thats yl 
o were changing the way this business is done. | 
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HAMPOA GROUP'S ACTIVIT 
TERMINAL OPERATIONS 
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Many people insist on the best of both worlds when it 
comes to financial services. They want a bank that can 
offer traditional excellence, consistent service quality 
and cast-iron security. But they also realize that success 
in today's global financial markets depends crucially 
on an authoritative international presence. That's why 
they bank with Credit Suisse. Our solid Swiss virtues 
are regularly rewarded with a triple-A rating from the 








world's most prestigious rating agencies. At the same 
time we are also a premier player in the world's finan- 
cial markets. Credit Suisse's activities are closely co- 
ordinated with those of the global investment banking 
group, CS First Boston, Inc. International strength 
backed by Swiss tradition means that Credit Suisse 


can offer you the best of both worlds. 


' 
We do more to keep you E at the top. 


CREDIT SUISSE 
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Four whale tales 


("T^ HE whale has no voice," wrote Mel- 
ville in “Moby Dick”, 
but then again what has the whale to say? Sel- 
dom have | known any profound being that 
had anything to say to this world, unless forced 
to stammer out something by way of getting a 
living. 
~! > so. Whales may not sing for their sup- 
3, but some of them certainly do sing. 
Melville failed to hear them because they 
sing underwater. Others have heard them 
without realising it. If whales sing near a 
wooden-bottomed boat, sailors in their 
bunks or hammocks may hear an eerie melo- 
dious wail from they know not where. 
Hence, perhaps, the many sea-tales of lulla- 
bies sung by drowned colleagues. Hence 
also, perhaps, Homer's Sirens, who tried to 
lure the Argonauts and Odysseus's men 
with their songs. Singing whales were in the 
Mediterranean at the right time. 

If not for their suppers, why do they 
sing? First spot the singers. There are two 
sorts of whales: the toothed whales—such as 
sperm, killer and pilot whales—who are 
close relatives of the porpoise and the dol- 
phin; and the toothless "baleen" whales 
—such as the humpback, right and minke. 
The toothed whales usually live in stable 
and organised groups: a gang of killer whales 

y stay together for years on end. 

Such creatures make sounds, but have 
not been known to sing. Many dolphins 
produce high-pitched "signature" whistles 
—each one has a different call-sign from his 
neighbours. These seem to function as 
names: a dolphin will often produce his 
neighbour's whistle when nearby. Similarly, 
each sperm whale produces a distinctive se- 
ries of clicks—known as his coda—and will 
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sometimes mimic a nearby whale's coda. 
Killer whales have identifiable dialects 
that are specific to each family. 

It is the baleen whales, especially the 
humpbacks, who break into song. At any 
one time, all che singing whales in a pop- 
ulation sing the same song. It gradually 
changes over time and each whale learns 
and copies the new variations. This is a 
formidable feat because the songs, which 
can last up to 30 minutes, are highly com- 
plex. It is only males who sing, and they 
do so chiefly during the breeding season. 
The songs seem—like many bird songs 
—to be a sort of display that males use in 
competing with each other for females. 

Singing humpbacks have a wide vo- 
cal range: the notes can swoop down 
from a high-pitched factory whistle to a 
reverberating fog-horn. Play back a re- 
corded humpback song at 14 times the 
correct speed and it sounds like a night- 
ingale. But birdsong is shorter and 
—more significantly—not so structured 
as whale song. Whale song can be broken 
down into regularly repeating phrases, 
which in turn are organised into themes 
that always occur in the same sequence. 
Unlike birds, whales appear to have stud- 
ied some of the rules of classical 
composition. 

By analysing these themes and 
phrases, two scientists have reached con- 
clusions about whale culture that would 
have struck Melville dumb. Whales seem 
to use a structure like rhyme in poetry. 
And, like people, they may put in the 
rhymes to help them remember their 
songs. 


Miss Linda Guinee of the Long 
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Lincoln, Massachusetts, and 


lysed 460 whale songs from the North 
Pacific and 88 from the North Atlantic. 
From their recordings they produced au- 
dio spectrograms, converting sounds 


into strings of squiggles which can be 


classified by shape. Having a catalogue of 
whale songs helps marine biologists to 
track whale populations on their odys- 
seys by showing where each singer comes 
from. It also lets them study the songs as 
they evolve. Since whales learn their 
songs, such songs are an example of cul- 
ture; and the way they change is an ex- 
ample of cultural evolution. 

It turns out that whales make much 
use of phrases with the same endings 
—ie, rhymes. Some other animals show 
an awareness of rhyme. Koko, a lowland 
gorilla who lives at the Gorilla Founda- 
tion in Woodside, California, can, when 
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asked to do so, produce pairs of Ameri- 


can Sign Language signs for words that 
rhyme. Miss Guinee and Mrs Payne 
found that songs with many differing 
themes were much more likely to contain 
plenty of rhymes. They found that 
rhymes were correlated not with the 
length of a song but with the amount of 
different material to be remembered. 
Simple songs did not contain any rhym- 
ing passages. The rhyming pattern, then, 
could be a way to help the whale remem- 
ber what comes next in a complicated 
song. 

A rhyming pattern helps people to 
learn and remember poetry by limiting 
the number of possible words in a given 
position. If you know that every third 
and fourth line of a stanza in a given 
poem rhyme, and that the third line of a 
stanza ends with "love", you know that 


the next line might end with "dove" but | 
cannot end with “sparrow”. € | 


jingles often use rhyme in the justi 
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Mrs Katharine Payne of Cornell 
University in Ithaca, New York, ana- 
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ope hir people will ES the names 
of products. You do not have to know the 
meaning of a word or sign in order for 
thyme to help you recall it (think of chil- 
_ dren's nonsense rhymes). Current work by 
Dr David Rubin, a psychologist at Duke 
University in Durham, North Carolina, 
shows that it is much easier to remember 
. triplets of unconnected words if they rhyme. 
Poets use rhymes for all sorts of reasons: 
. because they are attractive, musical, create a 
_ pleasing rhythm, or merely ingenious or fun- 
ony. Coleridge may well have used rhyme in 
. the "Ancient Mariner" partly in order to 
help children limp through its longeurs: 
—. Alone, alone, all, all alone, 
Alone on a wide wide sea! 
— And never a soul took pity on 


My soul in agony. 
But Byron, in places, was simply out for a 
laugh: 

Let simple Wordsworth chime his childish 

Verse, 
And brother Coleridge lull the babe at nurse. 
It is one thing to recognise that rhyme is 

an effective aide memoire, quite another to 
suppose that a poet (or whale) inserted it for 
that reason. Miss Guinee and Mrs Payne re- 
alise that their evidence is inconclusive, be- 
cause they cannot ask the whales what they 
are up to. Some will doubt their conclusion 
because it makes whales seem implausibly 
human. Maybe they have not made whales 
"human" enough. Perhaps, like Byron, the 
rhyming Sirens of the deep are simply trying 
to please themselves and their audience. 
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. Navigation 


i he attraction of a magnetic beach 


TIS easy to get lost at sea. So, for most of 
wy 8 A history, sailors have skirted the land with 
an eye on its reassuring marks. Only the 
- foolhardy braved the featureless faces of the 
ocea at least, until the invention of the 
compass . Whales, by contrast, regularly un- 
 dertake long voyages in the open sea. Many 
of the larger species migrate thousands of 
miles from polar feeding grounds to the 
warmer waters where they give birth. How 
do they cope? The answer appears to be that 
they, too, use the earth's magnetic field, 
though not in quite the same way as sailors 
do with their compasses. The evidence 
comes from the whales who get lost. 
... A compass works by picking up the 
. most obvious feature of the earth's magnetic 
-field—its direction. For someone walking 
through a landscape with a map, knowing 
which way north lies is a great help. The sub- 
tle local differences in the earth's field, 
caused by the magnetism in local rocks, are a 
hindrance. Anyone who has walked in iron- 
hills like che Red Cuillins of Skye can 


witness to that. 


To the whales, though, the subtle differ- 
ences in the earth's field may be the land- 
scape. On dry land, these differences are lo- 
cal and complicated. At sea, especially in the 
deep oceans, they are often simple and 
straightforward. Yet even in a simple land- 
scape, it is possible to get lost. Lost whales, if 
they are unlucky, end up as beached whales. 

There have been many explanations for 
the fact that whales sometimes strand them- 
selves on beaches, ranging from ear-ache to 
suicidal tendencies. Dr Margaret Klinowska, 
from the University of Cambridge, sug- 
gested in 1983 that the beaches on which 
whales stranded themselves might have 
something in common—unhelpful contours 
on the magnetic landscape. Where contours 
cross the coast at right angles, the whales are 
likely to run aground. 

Dr Klinowska's data came from Britain, 
where there are good records of whale- 
beachings, partly because the stranded 
whales become the property of the Crown. 
She found that whales stranded while still 
alive, as opposed to dead whales washed up, 


were always found where the contours ran 
straight into the shore. Dead whales were 
washed up according to the whims of cur- 
rent and tide. Further evidence comes from 
looking at the beaches that whale hunters 
drive their prey on to: the ones favoured by 
tradition have the same magnetic charac- 
teristics. The inference that she drew was 
that the whales had been following con- 
tours, and had not noticed the land until it 
had crept up underneath them, by which 
time it was too late. 

Why follow such unhelpful contours? 
Dr Klinowska thinks that the whales may be 
confused by fluctuations in the earth's mag- 
netic field. If the field wobbles in the morn- 
ing, when whales are re-setting their internal 
compasses, then the whales may get con- 
fused and wander off their usual paths on to 
dead-end streets. If that were so, then 
beachings should take place at set times af- 
ter fluctuations, the times depending on ~* 
distance the whales swim before they hit 
land. Dr Klinowska thinks there is evidence 
for this; others disagree. 

Dr Joseph Kirschvink, a specialist in 
geomagnetism at the California Institute of 
Technology, also believes in the whales’ 
magnetic sense. Having studied the ways in 
which bacteria, birds and bees use magne- 
tism, he and his colleagues looked at strand- 
ing patterns for whales on the American 
east coast. Instead of using maps with mag- 
netic contours, they used data from the 
United States Geological Survey which told 
them the absolute strength of the magnetic 
field at each spot along the coast. They 
found a strong correlation between whale 
strandings and areas of low magnetic field: 
more evidence for the idea that whales navi- 
gate by magnetism. 

Dr Kirschvink does not think, though, 
that the magnetic anomalies cause the 
strandings; he likens that to blaming a road 
for the fact that there are wrecked cars r 
to it. The magnetic data may explain 1 
the whales are in the area; but the strandings 
have to be blamed on the errors of individ- 
ual whales. He also notes evidence of strand- 
ing around magnetic highs for some species, 
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nething that ties in with Dr Klinowska's 

rk. If whales can detect magnetic-field 
changes, there is no reason why some might 
not choose to take the high road for some 
purposes, and the low road for others. 

If they can detect magnetic fields, then 
whales may be able to use a grand highway 
system created by the processes of plate tec- 
tonics. Every million years or so, the earth's 
magnetic field flips over: the magnetic north 
pole moves to the south, and vice versa. 
When molten lavas solidify, they record the 
then-prevalent magnetic field, so rocks of 
one age can be magnetised one way while 
younger rocks are magnetised the other. On 
the floor of an ocean, new rock is continu- 
ously erupting at the volcanic mid-ocean 
ridge and then slowly spreading out, widen- 
ing the ocean and shoving neighbouring 
continents apart. So the ocean floors carry a 
record of the earth's magnetic reversals as a 
set of bands, parallel to the mid-ocean ridge, 
with different fields. Those formed when 

* earth's magnetic field was as it is now 
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will be magnetic highs. Those formed when 
it was reversed will be magnetic valleys. 

Whales could travel for long distances 
by following these features in the magnetic 
landscape. Whether they do or not is hard 
to say—though whales are big, oceans are 
vast and easy for them to hide in. It may be 
that, by using satellites, whale migrations 
can be traced in enough detail to show 
whether they take advantage of the hills and 
valleys; but that will have to wait for a few 
years. 

If whales do use magnetism for naviga- 
tion, how do they detect it? Again, nobody 
can say. Magnetic material has been found 
in the heads of whales, but there is no way of 
knowing its function, if any. There are cells 
containing arrays of magnetic beads found 
in salmon that are thought to help them 
navigate in a similar way—but salmon and 
whales are hardly close relatives. The whales 
could have some completely different system 
to guide them down the dark highways of 
the deep. 





Japanese whaling 


Minke business 


TOKYO 


YNICS say that Japan's "research whal- 

ing" in the Antarctic is a fraud, de- 
signed to keep its whaling industry ticking 
over until it can safely return to the high 
seas—when the save-the-whale brigade finds 
something else to champion. Japan brushed 
aside several critical resolutions passed by 
the International Whaling Commission 
(iwc) and caught 273 minke whales in the 
Antarctic last year. The sale of whale-meat 
sashimi helped pay for the research. 

What research? In May Japanese scien- 
tists will present a detailed analysis of last 
year s catch, and what they have learnt from 
it, at the WC’s annual meeting in San Diego. 
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The aim of the work is to find out how many 
minke whales—if any—can safely be caught 
without smiting the population so mightily 
that it cannot recover. To do that, scientists 
need to know (among other things) the mor- 
tality rates of whales at different ages. In the- 
ory this can be calculated from statistics de- 
rived from the number of whales and their 
ages. 

[n practice, it is hard to discover either. 
There are two problems. First, a whale's age 
can only be guessed at—so some scientists 
argue—by slicing open the plug of wax in its 
inner ear and inspecting the rings that ap- 
pear there, rather like tree-rings. Hence the 


Japanese rationale for whale-killing. Even 
then it is sometimes impossible to tell. Sec- 
ondly, estimating the number of whales is 
no easier because whaling vessels cannot 
penetrate the Antarctic ice under which 
minke whales often like to spend their time. 

This year and last, two Japanese vessels 
roamed prescribed areas of the Antarctic 
Ocean in search of minkes. The preliminary 
results from last year have already been re- 
leased: Japan estimates the  "takeable 
stocks" at about 430,000 whales. Some op- 
ponents put the number as low as 100,000. 
The whales' overall mortality rate, Japan 
thinks, is about 896, which implies a legiti- 
mare catch of 3,000-4,000 minkes a year. 

The papers to be discussed in San Diego 
explain how these figures were arrived at. In 
an attempt to make their sample a random 
one, the Japanese researchers applied a 
method used in some other parts of fisheries 
research, known as “reflection”. The area to 
be sampled is treated as a billiard table. 
When a'ship reaches the edge, it heads back 
into the research area on a mirror image of 
its original course—just like a billiard ball 
that hits the cushion. In the end the ships 
have good data on all parts of the area. 

The researchers managed to estimate 
the age of 255 out of the 273 whales they 
killed. The whales whose ages they could not 
determine were on average 7.2 metres long, 
compared with a mean length in the whole 
sample of 8 metres. So it seems that their 
sample is slightly biased: it has too few 
young ones. 

In the course of their analysis, the re- 
searchers claim to have discovered several 
things about the whales’ habits that were 
not known before. For example, mature ani- 
mals stick together in larger schools; imma- 
ture females, in particular, like to travel off- 
shore alone. The average age of female 
whales found near the ice-edge was more 
than 15 years; that of those farther offshore, 
a bit over two. It is not clear what anybody 
can usefully conclude from these nuggets. 
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SCIENCE AND TECHNOLOGY 


How reliable are the conclusions on 
takeable stocks? Several members of the 
IWC's scientific committee are sceptical. Mr 
Douglas Chapman, a fisheries expert. for- 
merly at the University of Washington, says 
that despite the researchers' sophisticated 
billiard-ball technique, the statistics are 
badly distorted by their inability to get at 
whales under the ice. The committee argues 
that the Japanese researchers! methods are 
unscientific and should have been agreed 
with the iwc beforehand. 

The Japanese claim that their figures are 
a considerable improvement on earlier ones. 
Naturally enough, commercial whalers, who 
used to be the only source of information, 
prefer grown animals to tiddlers. Their 
catches reflect that fact: they have far too 
many mature whales to make a good sample. 
In that respect the new Japanese figures are 
closer to the truth. But there is one startling 
anomaly: far fewer whales aged 5-15 vears 
than the researchers expected. 

The Japanese scientists favour two pos- 
sible explanations. One is that the samples 
are unreliable because they are still too 
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small. Hence their wish to increase, rather 
than to cut, the number of whales killed in 
the name of research. Another is that 
whales aged 5-15 might be particularly keen 
on spending time under the ice, where they 
are safe from whalers. Perhaps there is more 
of the krill that they eat there. 

They admit a third possibility, which 
would be damaging to the whalers’ case, Per- 
haps there appear to be so few whales in that 
age-group because there really are very few. 
Mr Craig Van Note of Monitor, an Ameri- 
can organisation that campaigns against 
whaling, says that the large-scale killing of 
minkes began in the 1970s. Then all coun- 
tries combined (but mostly Japan and Rus- 
sia) took 6,000-8,000 minke whales a year. 

That might explain the mysterious 
shortage of 5-1 5-year-old whales. Those that 
would have been their parents may have 
been killed by commercial whalers, which 
would suggest that whalers have done more 
damage to the minke stocks than was first 
realised. And the case for continuing com- 
mercial whaling in the Antarctic would look 
weaker still. 


The virtues of divorce 


AT do murder inquiries, rapes and 
paternity suits have in common with 
whale conservation? The answer is genetic 
"fingerprinting"—in which samples of ge- 
netic material are sorted, compared and 
matched up. The technique, which was in- 
vented in Britain four years ago and is creep- 
ing into courts on both sides of the Atlantic, 
is now being used to sort out the family trees 
of long-finned pilot whales. This should 
shed some light on the way they herd and 
the way they reproduce. That understand- 

ing could lead to better conservation. 
As whales go, pilots are small—up to six 


metres long and weighing around three 
tonnes. They normally cruise the oceans in 
“pods” of 50-250 animals, though they 
sometimes congregate in their thousands. 
This gregariousness is responsible for quite a 
few of their problems. For several hundred 
years people have coaxed them into shallow 
bays and slaughtered them for food. In the 
Faroe Islands, halfway between Scotland 
and Iceland, some 2,000 animals are killed 
each year for local consumption. 

Such killing is repugnant to many peo- 
ple, but the Faroese slaughter may not be 
making any impact on the population of pi- 
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lot whales. In order to find out, an interna- 
tional research project involving French, 
Danish, British, Spanish, Faroese and other 
scientists has been mounted. Dr William 
Amos, whose work in Cambridge Universi- 
ty's department of genetics is supported by 
Britain's Natural Environment Research 
Council, is using genetic fingerprinting to 
look at family groupings within the pilot- 
whale pods that the Faroe islanders have 
rounded up. 

So far Dr Amos has analysed blood 
from 326 pilot whales in five pods which 
varied in size from 14 to 103 animals. He has 
found that fathers stay with the pods in 
which they have mated with a female only 
until the whale foetus is a few months old. 
For instance, in a pod of 90 pilot whales 
herded up in July 1987, he found that ten of 
the females were pregnant and that eleven of 
the males were sexually mature. That does 
not imply ten happy couples and a yot 
rake, though. The genetic fingerpri 
showed that only one of the ten fathers-to- 
be was still in the pod—the other nine, pre- 
sumably, had loved and left to love again. 

What Dr Amos's research suggests is 
that the pods do not consist of whole family 
groups, so wiping out a pod need not mean 
wiping out a family. The movement of fa- 
thers between pods may pay dividends be- 
cause it increases the genetic diversity of the 
population as a whole. With survivors from 
plenty of different families around, adapta- 
tions that can cope better with natural 
threats are more likely to develop. 

There are many threads still to unravel. 
More genetic fingerprinting of the otlier 36 
pods from which Dr Amos has taken blood 
samples may shed light on the way that 
whale families divide themselves up between 
pods. Do sisters always remain together in 
the pod in which they were born? When do 
whales start to swap pods? The slaughter of 
whole pods affords an opportunity, i — 
bloody one, for some convoluted genealc ,, .. 
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Our Hotels Make Business 
Travel Feel Like A Vacation, 

e What Our Resorts 
e AVacation Feel Like. 





At Four Seasons we're aware that and unsurpassed service are the you've become accustomed to receiv- 
when you're away on business your  cornerstones of our hotels, but theyre ing at our hotels. 
days can be even more pressure- also the foundation of our resorts. But that shouldn't be surprising. 
"acked than those spent at the office. And that5 just the beginning. Afterall, if both our hotels and resorts 

Which is why we want to make Each and every one of our share the name Four Seasons, then 
your stay so pleasurable, you'll look ^ resort locations have been carefully — they obviously share something else. 
forward to your next business trip. ^ selected for their environmental Unparalleled service. 

Superb restaurants, overnight beauty and peaceful serenity P 
pressing, complimentary shoe shine, Yet all Four Seasons Resortsotter 


twice daily maid service,and 24-hour a wide variety of recreational activities 
room service can bring calm tothe for you to enjoy at your leisure. 





most turbulent day Needless to say, at our resorts 
Of course, attention to detail you'll be pampered byall the attention THEGRANDHOTELS AND RESORTSOF OUR TIME. 


Room $i rvice where the blue Pacific meets the San Ynez Mountains—The Four Scusons Resort. Santa Barbar RT] 
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UNITED STATES: Austin, Boston, Chicago ( The Ritz-Carlton), Chicago (opens 1989), Houston (Center), Houston ( Inn on the Park), Los Angeles, New York (The Pierre), 
Neuport Beach California Philadelphia, San Francisco, Seattle, Washington D.C CANADA: Montreal ( Le Quatre Saisons ), Ottawa, Toronto Yorkville), Toronto ( Inm on the 
Park). Vancouver. UNITED KINGDOM: London (Inn on the Park). JAPAN: Tokyo ( opens 1991). RESORTS: Dallas ( Las Colinas), Maui ( Watlea, opens 1989), Santa 
Barbara (The Biltmore), Canada ( Minaki Lodge, Northern Ontario). For reservations in the U.S. call (800) 332-3442; in Canada, (800) 268-6282; or your travel agent. 
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Take a look at your running 
shoes. You won't see Akzo's name 
»n them anywhere. 

Yet it's more than likely that 
ve were responsible for the tech- 
tology behind the light, bend- 
shere- your-foot-bends uppers. 

As well as the rugged, 
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waterproof soles. 

In fact we've probably had a 
hand in every part of the shoe's 
design. And the next time you're 
in the car, take a good look 
around you. You won't see our 
name anywhere. 

Yet the chances are that the 


light-weight materials in the 


chassis were developed by Akzo. 


As were the smooth textures 
of the upholstery. And the sturdy 
plastics that make up the dash- 
board. Not to mention the tyres, 
reinforced by Akzo materials 

for firm grip and durability, the 






Akzo polyester yarn in the sea 
belts, and the glossy metalli 
finish on the paintwork. Even th 
petrol has been made with 
the help of Akzo catalysts. 

Everywhere you go it's th« 
same story. You won't find oui 
name on any aeroplane. 






stand 175° F changes in tempera- 
ture before you've even finished 
your complimentary drink. 

(While you relax in a seat that 
was probably constructed from 
Akzo materials) In fact, wher- 
ever there's a need for high 


ials, there's a need for Akzo. 

Which is why our 70,000 
workers in some 50 countries 
around the world are continually 
creating new materials for health 
care, travel and leisure. 

The chances are that wher- 
ever you look you'll see Akzo, 























In Singapore 
where else 
but the 
Shangri-La. 


Filteen acres of rich, 
tropical gardens in the 
very heart of the city 
Luxurious standards of 
service lound nowhere else 
It could only be the 
Shangri-La Singapore. One 
of the world's finest hotels 


S ShangriLa hotel 
SINGAPORE 


A SHANCRIHLA. INTERNATIONAL HOTE 





SHANGRI-LA HOTEL, 22 ORANGE GROVE ROAD, SINGAPORE, TEL: 737 3644. TLX: 21505 SHANGLA RS FAX: 713 7220711 1029 


SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 + HONG KONG (5) 810 7782 + KUALA LUMPUR (03) 230 6248 + SINGAPORE 737 3644 * AUSTRALIA (008) 222 448 * LONDON (01) 581 4217 
* GERMANY (0130) 6649 * TOKYO (03) 667 7744 * USA & CANADA (800) 457 5050 
SHANGRI-LA INTERNATIONAL HOTELS ond RESORTS: CHINA + FIJI + HONG KONG + MALAYSIA + SINGAPORE * THAILAND 











ACCOMMODATIONS THAT LEAVE ROOM 
FOR EVERYTHING BUT IMPROVEMENT. 
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WASHINGTON. D. C. At Park Hyatt" Washington, D.C., spacious suites provide 
A generous amounts of both comfort and luxury. You'll appreciate 

wonderfully private master bedrooms, where rest and relaxation are assured. Magnificent marble 

bathrooms. And beautifully appointed living areas that make entertaining, as well as working, a pleasure 

A fact that can be attributed not only to sheer size, but to the thoughtful 

inclusion of two phone lines anda computer port. All of which is 


designed to make your stay at Park Hyatt an enormous success PA R K | | YATT 


For reservations, call toll free 1-800-922-PARK, or 202-789-1234. Where the exceptional is the rule” 





WEA HYATT WASHING TE ON * PARK ITVATY AN FRAN TE 
IHE WEST END FMRHANCADERO CENTER 


Park Hyatt encompasses hotels managed or operated by two separat companies — Hyatt Hotels Com. and Hyatt Internationa Corp. © 1989 Hyatt Ci 7 








Right 


One or Us: A BIOGRAPHY OF MARGARET THATCHER. By Hugo Young. Macmillan; 570 


pages; £16.95 


HORTLY after the Heath government's 
defeat in the February 1974 election, a 
British television company assembled a 
group of Mr Heath's former ministers to dis- 
cuss, behind closed doors, the rather arcane 
subject of minister-civil servant relations. 
* occasion enabled the non-politicians 

) were present to assess, among other 
things, the former ministers' assessments of 
each other. The undoubted star was Regi- 
nald Maudling, once Mr Heath's home sec- 
retary. He spoke seldom, but when he spoke 
everyone listened. The only bore was Marga- 
ret Thatcher. When she spoke, which was 
frequently and at length, everyone waited 
for her to stop. It would not have occurred 
to anyone present that in less than a year 
this irritating person would be leader of the 
Conservative party, and that in five years' 
time she would be prime minister. 

Mrs Thatcher's whole career, as Hugo 
Young shows in this splendid new biogra- 
phy, represents the triumph of an outsider 
who, faced with a choice between becoming 
part of her party's existing establishment or 
leading an assault on it with a view to de- 
stroying it, unhesitatingly chose the latter 
course. The author's title is ironic. Mrs 
Thatcher never became one of us, whether 
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“us” is taken as the old Tory party, tradi- 
tional English society or the majority of the 
British people (who still reject most of the 
Thatcherite tenets). On the contrary, in ask- 
ing of a potential political ally “Is he one of 
us?", Mrs Thatcher was always identifying 
herself as the leader of a beleaguered minor- 
ity, a dangerous group of subversives, intent 
on repudiating all che established orthodox- 
ies. Even now, after ten years, she still sees 
herself as beleaguered, her mission under 
threat. She cannot quit while she is ahead: 
with a large part of herself she does not be- 
lieve she is ahead. 

This sense of still being on the outside, 
even after a decade in power, has deep roots. 
Sociologically, she is a woman, a provincial, 
a grocer's daughter; psychologically, she 
seems never to have felt the desire, let alone 
the need, to associate with the crowd, espe- 
cially not the "in"' crowd. Her choice of peo- 
ple—Jews, self-made instead of established 
businessmen, the intellectually heterodox— 
reflects her outsider status. So does her 
choice of ideas. It is almost inconceivable 
that someone with a more collegial tempera- 
ment would have embraced monetarism and 
free-market economics with such fervour in 
the 1970s or been so determined to impose 


her will on the British polity. She would 
have made a formidable socialist. As it was, 
all her instincts were revolted by collectivist 
ideas; and, as luck would have it, she 
achieved political power at the beginning of 
an era when collectivism was almost univer- 
sally in retreat. 

The element of luck in Mrs Thatcher's 
career has always been greater than is real- 
ised. As Mr Young points out, it was lucky 
for her that in 1974-75 Mr Heath's obvious 
rival for the Conservative leadership, Sir 
Keith Joseph, was manifestly not up to the 
job, and that none of his heavier-weight col- 
leagues, notably Mr William Whitelaw, was 
prepared to challenge a man to whom they 
remained personally loyal. Likewise, it was 
lucky for Mrs Thatcher in 1982 that the Ar- 
gentine junta was so foolish as to invade the 
Falklands, before the prime minister's own 
proposed cuts in naval spending had had 
time to take effect. Throughout her premier- 
ship, she has been extraordinarily lucky in 
not having to confront, in either parliament 
or the country, a united and plausible oppo- 
sition. The Iron Lady has not yet had to pit 
herself against an Iron Man. 

Mrs Thatcher was also lucky to become 
leader at a time when the party was losing its 
grandees, becoming dominated by career 
(and therefore patronage-dependent) politi- 
cians. Even so, she has been skilful as well as 
ruthless in breaking up potential opposition 
groupings before they had begun to take 
shape. No one with a political standing inde- 
pendent of Mrs Thatcher's remains in the 
government. It is, as Mr Young says, every 
man for himself; all the troops have deserted 
to the winning side. 

Triumphalism in Mrs Thatcher is 
matched by a passionate need to see herself, 
and be seen by others, as righteous. She is 
infuriated by any suggestion, ever, that she 
might be behaving cynically. Not only does 
she need to be right morally; she needs to be 
right tactically. Error as well as sin is elimi- 
nated from her self-image, and woe betide 
the man who can lay some claim to having 
been right when she was wrong. Lord 
Soames believed the 1981 civil-service strike 
could have been settled on similar terms 
seven weeks before it was. He was right. lt 
could. He was sacked. 

This need always to be right—in her 
own eyes, not just others'—is consistent 
with the great tradition of English hypoc- 
risy, which requires that the hypocrite genu- 
inely believe that everything that is in his (or 
her) interest is also morally correct, indeed 
obligatory. It also helps explain Mrs Thatch- 
er's extreme distaste for U-turns, combined 
with her ferocious insistence that she has 
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. not made one even when it is patently obvi- 
- ous that she has. The trickier and more mor- 
ally dubious the decision, the more adaman- 
tine the rhetoric used to defend it. An 
_ American judge, Learned Hand, once said: 
-. "The spirit of liberty is that spirit which is 
not too sure that it is right." Mrs Thatcher 
strikes many in Britain, even among her po- 
litical supporters, as being too sure she is 
right. She has qualities that, in another age, 
| in another place, might have made her a 
~ tyrant. 
| That said, “One of Us” is a long way 
from being an anti-Thatcher polemic. Mr 
.. Young's tone is critical, occasionally dis- 
dainful; but it is also detached— more so 
— than readers of the author's column in the 
_ Guardian might have expected. The book is 
.. well informed, well written and extremely el- 
. egantly constructed. It is, by a wide margin, 
_ the best single account of Mrs Thatcher 's ca- 
reer to have appeared so far. 





1 
_ Very rich people 


And still eating 
meatloaf 


THE Urma Rick: How MucH is Too 
MucH? By Vance Packard. Little, Brown; 
.. 368 pages; £12.95 and $22.95 


E RICHES are for spending, as Francis 
-A Bacon declared four centuries ago, then 
some people today have a problem. The self- 
made zillionaire may not want to live in a 
- regal mansion, buy a Boeing 707 or own a 
football team. Most ultra-rich people do not 
— indulge in the life-style assumed to go with 
their incredible wealth: it does not come 
. naturally. And it would require a great deal 
of their time—which they would rather em- 
- ploy piling up yet more money. At least, that 
- is what Vance Packard concludes after inter- 
viewing 30 Americans with an average 
. wealth of $330m, some of it old money, 
= more of it new. 

. Rational need seems to have almost 
nothing to do with the accumulation of 
riches. As the billionaire potato king of 

Idaho, Mr Jack Simplot, told the author of 
this entertaining book, “The sport's all in 
the chase.” Others put it only slightly differ- 
ently, seeing money as a way of keeping 
| score in the business game, as with poker. A 
‘small private or business-owned aircraft was 

. one requirement of most of Mr Packard's 
sample, and a few really indulged them- 
_ selves. Mr Samuel LeFrak, the largest land- 
lord in the United States and proud owner 
. of a 90-foot boat in New York harbour, ad- 

. mitted, when asked if he could live on $1m a 
= year, that it would be a "sentence". But 
- some of the fortune-holders said $50,000 or 
- less would meet their needs. Not all had sec- 
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ond homes, some still lived in suburbia. Few 
seemed to go in for fun-loving activities, and 
foodies they are not; burgers, chicken hash 
and meatloaf are what they love. 

So what do these people do with their 
money? Some have set up complicated trusts 
to form family dynasties based on a financial 
empire. But with divorce even more com- 
monplace than among the rabble, that in- 
vites nasty family rows. Anyway, it is not 
good for the kids to be loaded. The exem- 
plary Dr Laszlo Tauber, a Maryland sur- 
geon, had the most intriguing solution. A 
Hungarian who survived the holocaust, he 
came to America in 1947 with $700 and got 
into building in the Washington suburbs 
just to earn the wherewithal to build his own 
hospital. All the $450m he has now amassed 
will eventually go to a foundation, but 
meanwhile his children and grandchildren 
are entitled to a yearly income from it no 
greater than the salary of the president of 
the United States, currently $250,000. 

By and large, however, the wealthy peo- 
ple Mr Packard has surveyed are not as phil- 
anthropic as he would wish; and when he 
starts moralising, this enjoyable book falls 
away. By all means have a go at corporate 
raiders and greenmailers—"'the new robber 
barons of our society". But when he would 
prevent any wealthholder passing on more 
than $25m (in 1988 dollars) and force any 
private company with revenue of more than 
$100m a year to go public, he is forgetting 
that it is part of the ethos of the United 
States that you ought to be rich. 











Medieval history 


Into the trees 


THe Last Forest. By Oliver Rackham. 
Dent; 302pages; £16.95 


r egy see the end of the last century 
the Doodle Oak was tidied away. 
Named after a doodle-sack, or bagpipe, be- 
cause of its pot-bellied shape, it had stood in 
Hatfield Forest since the days of King Ed- 
mund the Magnificent. It was one of the 
stoutest trees in England. Oliver Rackham 
still mourns its passing. He dislikes tidying 
things away: especially trees. 

This oak, and a handful of others, were 
figures in a landscape that has changed little 
since 1100. As a relic, Hatfield Forest, a mile 
south of Stansted airport in Essex, is nearly 
unique. It is still possible to discern in it the 
customs and practices of medieval woo 
men, and from them the Forestry Comn__ 
sion clearly has a good deal to learn. 

Dr Rackham is a resolute teacher. He 


briskly dismisses cherished “factoids”. A 


forest means a place not of trees but of deer, 
with no more trees than any other piece of 
land. And though an average medieval mon- 
arch might have enjoyed a day out with the 
hounds, there is practically no evidence to 
prove that kings actually went hunting in 
any of their 90 royal forests. So what was the 
forest for? Dr Rackham sets it all out clearly. 
It was a reservoir for deer, timber (for large 
construction works) and wood (for smaller 
buildings, crafts and fuel). Each of the 18 lit- 
tle woods at Hatfield was felled in rotation 
every 18 years and the resultant coppice 
stools were protected by fencing for the next 
nine years. When young trees had sprung up 
from the stools, deer and other animals were 
allowed in to graze the underwood and 
scrub; in the open plains trees were 
pollarded at a higher point and anin 
grazed freely around them. Professiou 
hunting kept the animal population steady. 
It all worked beautifully. 

A complex bureaucracy attached to the 
management of the forest. Any deer found 
dead necessitated an inquest, but the grue- 
some penalties that are presumed to have 
been exacted for poaching never were. Of- 
ten the deer was declared to have died of a 
murrain or unidentified disease, and those 
accused of killing it were either set free or 
fined a small sum. As Dr Rackham points 
out, the owners of the forest could find more 
use for a small but steady income from fines 
than for the offenders’ eyes or testicles. 

This is an enjoyable book, instructive 
and enthusiastic. Sometimes Dr Rackham 
becomes entangled in estovers, hedgeboot, 
amercage and avesage: at other times he will 
allow an irrestible reminiscence, such as “I 


Trophies of the chase once visited the awesome ruins of La Zisa, 
built by King William the Bad at Paler- 
THE ECONOMIST APRIL 8 1989 

Misa 2 i ee ae ee a so <’ 


inem! © am 





no...” A stern editor might have removed 
hese remarks, but they are fun and they 
iint at his wide and eclectic learning. As he 
ays of the handling of Hatfield by the Na- 
ional Trust, which owns it now, it is a mis- 
ake to do too much tidying-up. 





The great explorers 
2olaritis 


[HE Noose OF LAURELS: THE DISCOVERY 
sr THE NorTH Pore. By Wally Herbert. 
Hodder & Stoughton; 395 pages; £16.95. 
To be published in America by Atheneum 


OTH Cook and Peary claimed to be the 
first men to reach the North Pole, 
Cook in 1908 and Peary in 1909. Rightly, 
Cook’s claim was rejected, not least because 
arlier claim to be the first man to climb 
. nt McKinley in Alaska had been ex- 
posed as bogus. Peary's claim was accepted. 
He was féted and acclaimed and was pro- 
moted to rear-admiral in the United States 
Navy by a special act of Congress. If Wally 
Herbert's detailed and careful arguments 
are accepted—and they carry the additional 
authority of his own renown as an Arctic ex- 
plorer over the past 33 years—Peary failed 
to reach the North Pole, perhaps by as much 
as 50 or 60 miles. 
This was the result of shoddy, careless 
navigation, not of deliberate fraud. Peary 
made no observations for longitude, under- 


> is 


estimated magnetic variations in his com- 
pass bearings and failed to take the drift of 
the Polar ice-cap into his calculations. He 
missed his mark. After a thorough examina- 
tion of Peary's diary and documents that 
were tucked away for more than 70 years, 
Mr Herbert believes that, after taking his 
last sun-shots at what he thought was the 
North Pole, Peary realised his error and 
then concealed the evidence. His sponsors 
and referees took him at his word, ignoring 
the well-nigh impossible distances Peary said 
he had sledged in the final dash to the Pole. 

Peary craved fame, seeking it for over 30 
years in the Arctic wastes. The place became 
an obsession. This was his territory, nobody 
else's. The conquest of the North Pole was 
his—by right. Dedication thus became 
fanaticism, to the point where Peary, 
cheated as he thought by Cook, may well 
have lived the rest of his life in the realisa- 
tion that he, too, was something of a cheat. 

It is hard to imagine a sadder fate for 
one of the greatest Polar explorers. Peary 
was not a pleasant man, treating his right- 
hand man, a black named Henson, as if he 
were his serf. But he has'a heroic quality 
about him, to which Mr Herbert pays due 
regard. Like Scott, Shackleton, Nansen, 
Amundsen and many others, Peary appears 
to have had an attack of Polaritis. There, in 
the Arctic or Antarctic, heroics were still 
possible in those days before the first world 
war produced the self-conscious anti-hero 
who, like T.E. Lawrence, faded into the 
limelight. For Peary it brought fame, per- 
haps not unmixed with mortification. 





Six months in the life of Alexander Isayevich 


The spring thaw 


MOSCOW 


ESPITE intense political opposition, 
az the most controversial works of AL 
exander Solzhenitsyn may soon reappear in 
the Soviet Union. Everything depends on 
the struggle by Novy Mir, the country's 
leading literary journal, to publish extracts 
from Mr Solzhenitsyn's history of the Soviet 
labour camps, "The Gulag Archipelago”. 
Some of the writer's most vocal supporters, 
among them Vladimir Bondarenko, a liter- 
ary critic, say that Novy Mir will run ex- 
tracts from “Gulag” in three issues, proba- 
bly starting in May or June. Novy Mir 
refuses to comment. 

Publication of the Gulag extracts should 
open the way, his supporters say, for a one- 
volume selection of Mr Solzhenitsyn’ S 
works, including "Cancer Ward" (banned 
in the Soviet Union since it was written in 
1966) and "A Day in the Life of Ivan 
Denisovich", published during the Khru- 
shchev thaw. The print run will be 100,000, 
modest by Soviet standards; but Mr Solzhe- 
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nitsyn is said to be adamant that it will not 
run at all, unless the Gulag extracts are pub- 
lished first. 

Novy Mir tried to bring out Mr Solzhe- 
nitsyn last October, only to be blocked by 
Mr Vadim Medvedev, the Communist par- 
ty's chief of ideology, who declared himself 
totally opposed to the author's writings. 
The party says these are profoundly anti-So- 
viet; many Solzhenitsyn supporters agree. 
Unsurprisingly, some of the most active pro- 
moters of his works are identified with a 
conservative-nationalist literary journal, 
Nash Sovremennik, whose contributors are 
often outspoken in their rejection of the 
past 70 years of Soviet history. Mr Bondar- 
enko is on its editorial board. 

A few years ago Mr Medvedev's blunt 
pronouncement on Mr Solzhenitsyn would 
have been enough to make even the most 
daring Soviet editor give up the struggle. 
Now it has caused only the briefest of pauses 
in the pro-Solzhenitsyn effort. Early in the 
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He eee come back, too 


>. 

new year, two newspapers of independent - 
political organisations in the Baltic republics | 
of Latvia and Lithuania published his "Live - 
not by a Lie", an essay first distributed in — 
1974 as the Soviet government was prepar- — 
ing to expel him. H 

In February a small Moscow journal, 
Twentieth Century and Peace, ran the es- — 
say too. Since then its editors have been en- 

gaged in running skirmishes with the official 

censors. Almost immediately after this, how- 
ever, word began to seep into Moscow that 
Kuban, a little known journal published 
some 750 miles from the capital, had started 
to run a three-part "guide" to the works of _ 
Mr Solzhenitsyn. lts author, Petr 
Palamarchuk, explains that the title in Rus- 
sian, "Putevoditel", carries in it an echo of 
Christ's words, “I am the way, thetruthand — 
the light." Much of the guide consists of 
close paraphrasing or direct quotations 
from Mr Solzhenitsyn. Mr Bondarenko is - 
convinced that this is a sign of a political | 
breakthrough: the series, he feels, could not - 
be printed unless someone in the party lead- 
ership were giving the go-ahead. | 

Twentieth Century and Peace and 
Nash Sovremennik represent the polar ex- 
tremes of the Soviet literary and political — 
world. Twentieth Century readers or con- — 
tributors are likely to be westernising and - 
urban intellectuals; Nash Sovremennik writ- 
ers mostly look back to old Russia, rural tra- — 
ditions and, often, Christianity. The in- - 
volvement of the two journals in support c 
Mr Solzhenitsyn illustrates the breadth of. 
support he enjoys in intellectual circles. 

He also has his opponents. Mi 
Shatrov, a political playwright, does not like - 
Mr Solzhenitsyn’s deeply negative - 
characterisation of Lenin. Vitaly Korotich, — 
editor of an outspoken weekly, Ogonyek, . 
fears that if Mr Solzhenitsyn returns, the 
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BOOKS AND ARTS 


deep right in Soviet society will obtain a 
leader of stature. So it may; for once his 
principal works are published in Russia, the 
writer himself may end his Vermont exile 
and follow his books home. 








Art in film 


Agony, ecstasy 


AINTING, sculpture and the camera 

would seem to be natural allies; but cin- 
ema more often makes a mess of covering 
the visual arts. Architecture ends up, in 
"The Fountainhead”, with Gary Cooper 
bestriding a skyscraper as he waits for the 
heroine to ascend into his arms. Painting 
ends up with Rex Harrison, the wily old 
pope in "The Agony and the Ecstasy", re- 
peatedly asking Charlton Heston as Michel- 
angelo when he will "make an end" of the 
Sistine Chapel ceiling ("When 1 am fin- 
ished," comes the reply); or with Anthony 
Franciosa, in “The Naked Maja" playing a 
Goya from the Bronx to Ava Gardner's 
Duchess of Alba. 

Now comes an improvement. "Camille 
Claudel”’, a French film just opening in Lon- 
don, traces the story of Rodin's mistress in a 
way that breaks new ground in the depiction 
of art on the screen: not only presenting the 
moment of inspiration in the artist's mind, 
but also analysing and demonstrating the 
difference between talent and genius. 

Camille Claudel was a sculptress whose 
association with Rodin was ruinously de- 
structive of her art and her mind. Riven 
with professional jealousy and with a para- 
noid conviction that Rodin was sabotaging 
her career, she was committed to an asylum 
in 1913 and died 30 years later. The film 
leaves no doubt that she was a minor artist 
of limited range, whose work was entirely 
overshadowed by Rodin's. Her sculpture 
was based on raw feeling, but was also con- 
ventional (in one telling scene, she re- 
arranges a model out of Rodin's impressive 
but agonising pose into something more 
comfortable); Rodin's, by contrast, was 
based on emotion controlled and moulded 
by the intellect. That such a theme can be 
presented within a big-budget, starry pro- 
duction (with Gérard Depardieu and Isa- 
belle Adjani) is grounds for encouragement. 
Maybe, in its love affair with art, the cinema 
is starting to grow up. 

Until now, almost the best the cinema 
could do was to try to reproduce the artist's 
style, or even his compositions, on screen. 
This looks clever, but the effect is often 
achieved at the expense of the drama. John 
Huston's "Moulin Rouge", about Toulouse 
Lautrec, captivates the eye; but the audi- 
ence, invited to shed a tear for the painter's 
deformity, is never asked to consider what 
made his art so arresting and new. Derek 
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Jarman's "Caravaggio" is perhaps the brav- 
est attempt at this technique: a demanding 
flm shot in tones and arrangements the 
painter himself might have painted. 

Films about artists are most effective 
when they show what the artists are trying 
to do and how they go about it. An out- 
standing example of this—although it de- 
pended, crucially, on the artist being alive— 
was Henri-Georges Clouzot's feature-length 
documentary of 1956, "Le Mystére Pi- 
casso '. Clouzot was the master of suspense 
of the 1950s, the man who made "The 
Wages of Fear”. For his film on Picasso, he 
set up the artist before a sheet of glass and 
asked him to paint a picture on it before the 
film in his camera ran out. The result is, 
first, a race against time and, second, a genu- 
ine Picasso painting taking shape (and being 
corrected and modified) before the audi- 
ence's eyes. Like "Camille Claudel’’, "Le 
Mystére Picasso" works because it gets to 
the heart of the creative process. It is art at 
the instant of creation. 





Christo's latest 


Les parapluies de 
Nippon 


OW do you explain to 435 Japanese 

farmers that you want to plant 1,300 
20-feet-high blue umbrellas in their felds 
and rice paddies? The Bulgarian-born Amer- 
ican artist, Christo, phrased his request deli- 
cately, bowing at regular intervals. Village 
elders and government officials permitting, 
the umbrellas will wind for 12 miles across 
fields or alongside roads, villages and river 
banks during a period of three weeks in the 
autumn of 1991. Meanwhile, 18 miles of 
California north of Los Angeles will get the 
same treatment—with yellow umbrellas this 





Rice-planter meets umbrella-planter 








time, to reflect the October landscape. 

"The Umbrellas" is the latest in 
Christo's series of temporary projects on 
open sites, in a career that has spanned al- 
most 30 years. In 1976 he built a fence of 2m 
square feet of white nylon, gracefully follow- 
ing the rolling hills north of San Francisco 
for nearly 25 miles. Seven years later he sur- 
rounded 11 islands just off Miami with 6.5m 
square feet of a startling shade of pink poly- 
propylene. He then proceeded to wrap the 
seventeenth-century Pont-Neuf in Paris in 
silky polyamide, securing the material with 
rope and several tons of steel chains. The 
two-week event took ten years to organise 
and attracted some 3m astonished visitors. 

Christo likes to compare his work with 
the building of the great medieval cathe- 
drals, in which much of the local population 
would take part. “Surrounded Islands” in- 
volved seven government agencies, the gov- 
ernor of Florida, lawyers, marine biologists, 
ornithologists, mammal experts, five e 
neers, a building contractor—and over : 
people, most of them students, to set the 
whole thing into place. The details of each 
scheme are meticulously thought out. In the 
Japan-America project, for instance, each 
umbrella will have its own file detailing the 
vertical and horizontal angles of the slope 
on which it is to be placed and its relation to 
the other umbrellas. Few of the materials 
used go to waste: the polyamide used in 
“Pont-Neuf Wrapped" was later sewn into 
tents for Afghan refugees in Pakistan. 

Christo himself picks up the bills for his 
projects— 'Surrounded ^ Islands" cost 
$3.5m—by selling off his other works, in- 
cluding preparatory drawings. People paid 
up to $100,000 for such drawings at 
Sotheby's contemporary art sale in New 
York last autumn. He and his formidable 
wife, Jeanne-Claude, have set up their own 
company, the Cvj Corporation, run from 
their home in Manhattan. This freedom 
from patronage and the usual "gallery 
tem" sets him apart from other artists. 

With “The Umbrellas", Christo says he 
wants to reflect the different ways of life in 
the two areas of Japan and California as well 
as the colours and light of the landscape. He 
hopes people will approach the umbrellas 
from a distance by car or walk in their lumi- 
nous shadows, “reconsidering” the relation 
between themselves and the environment. 
Art, he feels, should have a social purpose as 
well as being beautiful. 

Widely respected by critics, Christo also 
has the public popularity he yearns for. Al- 
though West German officials have yet to be 
persuaded that it would be a good idea to 
wrap up the Reichstag in Berlin, the Japa- 
nese—who have a broad interpretation of 
art—are more enthusiastic about the um- 
brellas. One or two landowners have already 
asked if they:can keep some afterwards, and 
if they will be easy to open when it rains. 
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cupa UNA project york on a live issue 6 strategic idis in 
year duration). The programme was awarded the top rating for standards. 
of quality and innovativeness in a recent independent survey of European 
MBAs conducted by The Economist. 


An integrated approach to developing general management skills and visionary 4 1 
leadership qualities based on Ashridge's extensive experience in this area. | 


À focus on strategic issues with a global pers 
needs of organizations and managers operating in volatile business environments. 


faculty which combines intellectual rigour with hel business experience. 


The Ashridge MBA Programme is designed to provide accelerated development of 
experienced, high-calibre managers, who are likely to make a major contribution to 
` the future success of the organization. 


1f you are looking for a senior management development | op nity which le 

to à recognised managerial qualification and benefits both the individual candidate 
and the organization, send now for a copy of the prospectus which gives full 
details of the distinctive Ashridge MBA Programme. 


[| Please send me a copy of the 1990 Prospectus 


* : 
NAME: REET TER ER EER MERE RAKED HES RENEAERK ARO EH ARAN ERY RAMRTATAVACAYVRAKRAV- TR SEMA ER TARE HP EES ECA TRAM EDE RA THERE DEG H 


i | we : . y 
JOB | LE: $5€29*x3055 V REED ERARY OAS TENOR ADE HROO TRAE DERE ERD TERETE ex n RES EER PR e CARRE EADS REET SAW ESE 
E . PNOFEE ENE RA TEES ER ENR OEE NPAT RHE EAR OER ED EP ERE EASE NDE EE EHEC TEAR EAR UASTAT APARECEN CAU ELA TESE E e ERR 
LI REÉAMAEAREPMNYARTEYS4KATATMSBOTVAHTTSAAYTSEPRNAYZATERXVTATATEXAVAFARAETkEYXUSATAYASZS APER ADE RENAE ERE EERE ORE A EORR AEN 

BPE EE ON OEE ERT AA EOE RE REE A EG REHM TREES EE EH ATE REET AR ERPS TOS RE RADARTAOIECASVATSTXACAWAXKEAWEEXRAAA&mMSWVRATAAT EEEE EEEE 
* RAS AE ERE EHR EEE A NERD EERE REESE ETHERS THER PANE S NAAR ESE ERT OEE RHREN HE EMER ESA TEN YER EER EN iced do 
TELEP HONE: RES RE DERE H EEO RE AMATO EMAPE AEH MNE EER ORE DEKE EES HORE ER ERED RE RAE EER AA S DOLOR TAPER ES ENT ICE N ERU 


. C289 , 
- Ashridge Management College - Berkhamsted - Hertfordshire - HP4 INS - Er 
Telephone: National (044 284) 3491 or 2311 International +44 44 284 3491 or 2311 Telex: 826434 ASHCOL G Fax: 044 284 2382 










The communications ipu Paris and a number of European corporations have founded 
the THESEUS Institute. | T i 3 
Strategist | Iis MBA in COMMUNICATIONS STRATEGY has been Lr 
D, MIT and the - 


comes of age |. Cooperation with representatives from INSEAl 






Politecnico di Milano. id Bi | 
If you're keenly aware of the growing advances in technology, you 
recognize how radically they are changing the world’s economic, 
_. Social and political structures. If you're an individual who thrives on 
Challenge, success for the future is in your hands. rey. i 
THESEUS is designed for a new force in management: the — 
communications strategist. | ue qo 


THE THESEUS MBA IN ] E E í 
COMMUNICATIONS STRATEGY | 


& * First program : Fall 1989, © Program n duration : 4 year. *. Student 
























profile : decision makers with 3-7 years of professional experience 
and advanced university degrees. € Languages of instruction: — 
English and French. e Faculty : consultants, industry experts, an 
international body of professors. € Admission : Selection based on 
application submitted, an interview and GMAT and TOEFL test results. 





THESEUS - Rue Albert Einstein - 06560 Valbonne - Sophia Antipolis - 





MILLESIMES: 


| 1] France Tel. (33) 92.94.51.00 - Fax : (33-1) 45.88.66.68. 


INSTITUT THESEUS Bl HAUTES ETUDES STRATEGIE RÉSEAUX 













INTERNATIONAL _—a ONA 


.. Your chance to review the latest developments in corporate risk management 
-in an international context. | 2E 

.. INSEAD's two-week programme is specifically designed for executives with 

_ Corporate finance or planning responsibilities, and for bankers with corporate 
clients. — 7 i oo 

As one of the world's leading business schools, INSEAD can help internationally 
minded managers improve their vital business skills. 

. W Participants in INSEAD's programmes exchange ideas with senior colleagues 
and faculty from all over the world. 


. | The International Finance Programme uses INSEAD's most senior professors 
and visiting lecturers ~ all with wide experience in working with executives | 
and fully familiar with the state of the art in international finance. 
u The seminar stresses the practical applications of relevant financial 
concepts and skills. | 
_ The International Finance Programme will develop your appreciation and + dais | 
- understanding of corporate finance in today's global markets. For full information, — RMR EY YEARS. | 
| | AES | 
| 

























return this advertisement with your business card to: 
Michéle Baliteau, INSEAD Rm E, 77305 Fontainebleau Cedex, France 
Tek + 33160 724218 Fax: + 33 1 60 424242 ^ Telex: 690389F 







dn recent studies The Economist and Fortune Magazine independently rated INSEAD 
Europe's leading business school. — 

Why not judge for yourself and visit our campus in Fo ntainebleau? It mayb bea long way to 
come, but you may find it well worth the time and effort. 


x Sample our multinational campus lifestyle and the extensive study and recreational facilities 
available to our students 

* Enjoy an introduction to our teaching methods made by one of our 70 permanent faculty 

* Meet some of the Directors who run the MBA Programme 

* Join in informal discussions with current MBA participants 

AnMBAis alifetime investment requiring a careful study of all the options — ewouldlike = 
you to take this opportunity to'see INSEAD at work. | 

Information sessions will be held on the following days (1600-1900 hrs): - 


ym "E | | | sane ! | Em Odober- 2 


If vou would like further information about the IN SEAD MBA, please return the coupon below to: 
_ Merethe JENSEN, MBA Information Office E, Boulevard de Constance, F- 77305 Fontainebleau France. 
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THE HAWKSMERE MANAGEMENT DEVELOPMENT PROGRAMME 





Develo nng the high 


erformance manager 













/ THE S-DAY MBA! 





A anb Week intensive course to 
shape future senior and top management | 






nu 4 0 June 1 989 - 8-1 3 October 1989 











. Careys Manor Hotel 
| Brockenhurst New Forest Hampshire 











For further information please contact 
‘Ms J K van Wycks on: 01-824 8257, or write to 
 Hawksmere Limited 


1 2-18 NN Gardens Belgravia London SW1W ODH 
Ü Fax: 01-730 4293 Telex: 8956658 TPS G 










| Finance at Oxford ] 


Corporate Finance & - 
Strategy Programme 


Dr Jack Broyles 
Harold W Siebens Fellow in Finance 


This ETA programme is designed to provide senior 
executives with greater insights into the financial 
dimensions of strategy and the factors that lead to 
strategic success. An intensive and highly interactive 
programme which provides an opportunity for a limited 
number of senior executives to share experience 
concerning the essential elements in the process of 
successful strategy formation. 





21-25 May 1989 






Course Director: 














The programme highlights the place of corporate finance 
in the strategic decision process and defines the role of 
financial measurement in strategic investment decisions. 
Suitable for Managing Directors, Finance Directors, 

. Business Development Managers, Chief Accountants, 

| Planners, Corporate Treasurers and Bankers. 


Price: £1300 + VAT - Residential 

For further details apply to Maureen Campbell 
. Telephone: (0865) 735422 

Telex: — bd, atin TEMCOL 














HOME STUDY COURSE in economics. 

A 10-lesson. Study that will throw light.. 
on today's baffling problems. Tuition 
free—small: Charge for materials. Write. 
Henry George institute, 121 E 30th 
ANY. Y 1006. USA, 


Hotel 
Institute 
for. 
Management | 
Montreux 
Switzerland 
HOTEL 
MANAGEMENT, - 
TOURISM 
DIPLOMAS IN 
ENGLISH 


@ Hote! Courses: 2, 3 year | 
| Swiss and US Diploma. - 
| @ Tourism Course: 1 year Swiss | 
and International Diploma. f- 
Intakes: January, September. . 
Details: 
"HIM, Avenue des Alpes 15, - 
. CH-1820 Montreux, Switzerland, 
Tix: 453261 HIM. É 
Phone: 01041/21/9637404. 
Fax: 01041/21/9638016. 
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A a HALL, a “private girls’ 
ages 14-18) edn am inquiries 





Tet e -993 E 








BOSTON UNIVERSITY 
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SNQUICENTENHIAT MANAGE E V E! NT 
@ LONDON $ ROME um a 
Regents College , J Education Center 
Inner Circle, Regents Park Via Veneto 119/A 
London NW1 4NS. Rome 00187 


Tel. 01-487 7643/7644 CORR, 


@ ISRAEL 


@ BRUSSELS , 
Laarbeeklaan 121 PO Box 653 
1090 Brussels 


Beer bici 841 29 
Tel. 2-478. 79. 73 s qu. 





TURN THE EUROPEAN CHALLENGE - Ks 
TO YOUR ADVANTAGE WITH AN MBA IN 
EUROPEAN BUSINESS MANAGEMENT 


European economic integration in 1992 will be a threat to some but 
a business opportunity to others. U E. the precise nature 
of the challenge will make the difference, 


The Sheffield University Management School MBA in European 
Business Management provides a unique overview óf the European 
business scene. Taught by one of England's fastest-growing man- 
agement schools, this internationally recognised one-year course 
combines a speciali sm in European business environment, Euro- 
pean/international marketing, European Economic Community 
Law, International finance, and ace in coope with broad 
training in management skills. e | 


Applications are now: being 
2 places are still-avà 
Mosis and appli 
man, Sheffield Univer 
| England (Tel: 0742 768! 
































l R E ECONOMIC S 


‘Department of Manag nt Studies, of the Queensland Agricultural Col lege. offers Subjects 
09S a range of courses including real property valuation and administration, hospitality 
jement and tourism, rural management and rural technology from certificate to degree 
levels, with projected expansion into postgraduate programs. 


: Duties: 

ap ibe responsible to the Head of Department, Management Studies for 
development, conduct and assessment of subjects in economics, with particular emphasis 
source economics and land economics to students undertaking courses in real property 
d administration, tourism, rural management and natural systems management; 
king research relevant to the property, tourism or rual industries; 

9 the activities of the Department in continuing education; 

ing administrative responsihilities, commensurate with the level of appointment: 

th r duties as required by the Head of Department 


Qualifications: 


(a) ned degree in economics; a higher degree would be an. vii 
jJ (5) Demonstrated or potential ability to teaching. 
a (er Relevant profeasionst or research pene is desirable. 








Pes Tenure: The appointment of each péstiion may $n tenured. 
c Salary, according to qualifications and experience, will be in the range of 
= Senior Lecturer $A40,937-$A47,584 pa 
Lecturer HI $A30,737-$A40,100 pa 


Applications, providing a full curriculum vitae and the names of two (2) referees should be 
forwarded to: 


Office of the Agent General for Queensland 
392-393 Strand 
London WC2R 0LZ 


COURSES 
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Zh» UNIVERSITY D DEGREE 


For Life, Academic & Work f 
ee 





= ort at your outpace amd Ure 


Send deta résumé on work ie and academic experience ior a no 
Cost évaluation. 


PACIFIC WESTERN UNIVERSITY 


BOON Sepulveda Bivd, Los 
Phone: 213/471-0306 








ies, California 9004. 137--USA 
Telex: 182315 — Fax: 21 471-6456 
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B Degree for people who want to e more affective and E 
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UNIVERSITY ¢ OF 
SOUTHERN CALIFORNIA 


, 3} SCHOOL OF INTERNATIONAL 
qo UK PROGRAM 


Ves 










* MA and Certificate Programs: Specialisations in International Political Economy, 
Diplomacy and Foreign Policy Analysis, Strate; Studies 
o* Evening classes for full or part time study * Year round admi ission 
.. * Entry in Fall. Spring or Summer, Please send course details to: 


5 USC: Regent's College, Inner Circle, Regent's Park, London NWI 4NS 
or call: (01) 487 7401 
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, INTERNATIONAL CENTR E 5 
-DIARRHOEAL DISEASE 
$ RESEARCH, BANGLADESH - 


The International Centre for Diarrhoeal Disease Research, Banglades 
(ICDDR,B), is a non-profit international medical research institution. 
situated in Dhaka, Bangladesh. Its aims are to conduct research an 
training in diarrhoeal diseases and related subjects of nutrition a 
fertility, and to develop improved health programmes for control o 
diarrhoeal diseases in developing countries. it is also involved in major 
demographic surveys. There are four scientific divisions: Clinical 
Sciences, Laboratory Sciences, Community Health and Population 
Sciences. Salary scales, rules and regulations are similar to those 
followed by the UN, The 1,400. -employees include 200 researchers. 
coming from 13 countries. ICDDR,B is supported by 21 countries and 
international organisations, including WHO and UNICEF. 


The ICDDR,B seeks for immediate appointment an External Relation 
Officer whose primary responsibilities will be fund procurement and. 
external relations. These include: organising and co-ordinating the 
rund raising activities of the Centre; planning and forecasting dono 
contributions annually; arranging commitments from donors to mee 
the Centre's resource requirements; maintaining liaison with and 
providing information to current donors and other organisations anc 
agencies, and establish contacts with prospective donors; advising 
scientists in formulating proposals for presentation. to donors. 
funding, etc. 


Requirements: The ideal candidate will be mature, with: Irevious - 
senior level experience in research organisation and proven : ; kili- in: 
international fund raising, in dealing with Donor Governments and/or — 
funding organisations. He/she will be willing to travel. and have EN 
sound knowledge of financial matters. Se 


The appointment will be made for three years at UN salary level. up to i 
P-5 according to experience and qualifications; applicants should send - 

their curriculum vitae and the names of three referees to: The Chief - 
Personnel Officer, ICDDR, B, GPO Box 128, Dhaka- 1000 , Bangladesh. 




























































Strategies, Tactics 
and Behaviours for 
Achieving Agreement 


À series of intensive 4-day interactive. 
skiil development. programmes to be 
held in the UK, Belgium, France and... 
Switzerland in June, August, September, 
C October and November 1989 a 











Leaders; | | p 
Andrew Gottschalk, Mike Hartley-Brewer - 













Please send me details of The Complete Negotiator ; 
To: Pauline Tracey; Programmes Administrator, Curzon Learning, Curzon House ~ 
20-24 Lonsdale Road, London NWB SRD. England, Telephone (001-328 0161 Fax (0)1- 624 2 8. 
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: University of Manchester 


| VAvay, 


NATIONAL WESTMINSTER 
— BANK CHAIR IN 
.— BUSINESS FINANCE 


Europe's liveliest Business School is seeking to make 
an appointment to its prestigious National - 
Westminster Bank Chair in Business Finance. The - 


< Chair is endowed by the National Westminster Bank. 


pic. 


The School is about to enter a period of 
considerable expansion under its new Director 
(Professor Tom Cannon) and more Chair 
appointments are to be made in the fields of 
Information Technology, Manufacturing 
Management and Strategic Management. The 
successful candidate will join a large and growing 
professorial team. 


..,. Applicants should have a proven research record 
and be able to provide strong intellectual leadership 
in Corporate Finance and Capital Market Theory and 
should be capable of communicating effectively 
with MBA and PhD degree course students as well as 
with experienced managers. 


«.. The appointee will join Professor J. F. Dent, 
_. Professor of Managerial Accounting and Financial 
Management, in developing major research and 
‘teaching initiatives in Accounting and Finance. 
< < There will be the opportunity to make other 
.. appointments, in addition to staff already in the 
subject area. The successful candidate will also. 
| become a member of the Manchester Accounting 
and Finance Group, a lively and active research 
. association of over forty academic staff in the 
~= University of Manchester Department of Accounting 
. and Finance, the Manchester School of Management 
.. at UMIST and the Business School. 
The salary will be in the normal professorial range 
with USS superannuation benefits. External 
consultancy is encouraged. 


Informal enquiries should be made to either 
Professor Dent (Tel: 061 275 6333, ext 6423) or the 
Dean of the Faculty of Business Administration (ext 
6323). 


. Detailed applications (suitable for photocopying) 

. containing the names of three referees should reach 
_ the Registrar, the University, Manchester M13 9PL 
(from whom further particulars may be obtained, 

. telephone 061.275 2028, quote ref 77/89/EC), before 

April 28th 1989). . 


v The University is an equal opportunities employer 















UBERIY UE C 


Applications are invited for. this newly created 


ted chair. in the 


Department of Business Economics. Liberty Life is providing 
a 


generous funding to finance the post in order to develop at 
support research and teaching in business finance and 


investment management, 


The Department of Business Economics is one of three with - 
Economics and Accounting in the Faculty. of Commerce. The 
Chair is the fourth in the Department, the others being in the 

| areas of industrial Economics (Professor W D Reekie), Marketing 


(Professor R Abratt) and Insurance (Professor R Vivian). 


The Department is responsible for teac | 
range of subjects inc uding labour, fina 


H 


ig and research in a 





science. The major teaching activities are in the B.Com and 


M.Com programmes, while researc 


h degrees are offered at the! 


M.Com and Ph.D levels. The Department already has stron 


consulting and research links with Johannesburg's anges 
banking, broking and financial services industries, — 


Applicants for the chair should have a strong record of research 
and publication. Demonstrated and successful practical 


experience would 


be an advantage 


. The salary will be within the 


The appointment is a permanent position, but the Univers 


normal professorial range and is further subvented by Liberty Le. 
three 


consider applications for a contractual period of three or more 


years. 


Benefits: Annual bonus, pension, medical aid generous leove. : 
Substantial financial assistance towards dependant's University 
education, where applicable. Housing subsidy and relocation 
allowance (f eligible), plus a supplementation from Liberty Life. 


Informal enquiries may be made to Professor Reekie (011) 716-5561/3, 
For detailed information contact the University’s Personnel Office - 


or Dr P 
Charles il S 


Beezold of the SA Universities Office, 2nd floor, 16 
tLondon.SWIYAQU. . | - 


Closing date for applications: 31 May 1989. 


| The University of the Witwatersrand rejects racism and 
b racial segregation. is committed to non-discrimination, 
u 


particulc 


m. administration. 


in the constitution of its student body, in 
we tion of its staff and in ifs 


UNIVERSITY OF THE WITWATERSRAND 
P.O. Wits 2050, Johannesburg, South Africa. 


i Chartered Accountant(40), MBA, fluent 

| French, based London, 12 years‘ success | 
in international financial and general 
management, including 10 years’ cone | 
tinental Europe seeks opportunity. 
All replies acknowledged. Reply Box | 
3646, The EconomistNewspaper£td,25 1 
St james's Street, London SWIATHG. | 


















Lam a personable, articulate young man of 34 with | 







Economy (MSc) trom the LSE. 1 have varied work - 
experience, speak passable German, can write well, T 
am numerate and have travelied extensively Asia, 

North America & Europe. A career now beckons in 
either business, education or ihe media, where an 1 
interesting challenge will be far more important than - 
a large salary. Wil you give me à chance? Box meote 
3648. The Economist Newspaper Ltd, 25 St} 
James s Street, London SWIATHG © 0 2o 





















recent degrees in Contemporary European Studies {> 
(BA Hons — 1st Class) and International Political] 









26 YEAR OLD BUSINESS GRADU- 
ATE seeks a challenge with a differ- 
ence. | offer in-depth marketing experi- 
ence, languages, energy, travel. Do 
you have a credible opportunity? Write 
to Box No 3651, The Economist News- 
paper Lid, 25 St James's Street, 
London SW1A 1HG. 





HIGHLY PLACED ENGINEER-EXEC- 


- UTIVE with twenty years experience in 
" Africa and challenging positions held in 
private, public and multilateral (United 
Nations) agency looking for change as 


resident representative in east/west 


Africa or south, south-east Asia: Com- 
© pany/organisation desirous of expan- 
_ Sion in these regions may write to Box 
3650, The Economist Newspaper Ltd, 


25 St James's Street, London SW1A 








“ITY COURSES 


REELANCE 
- AUTHORS 


Financial Training City Courses 
are seeking freelance authors to 


of publications. 


The ublications cover ail 
the Securities 
ey incorporate 





-> For further details contact: 
Gregory Leigh | 
Financial Training 
City Courses 
136-142 Bramley Road 
. London W10 6SR 
01-960 4421 
giving details of your area 
of specialisation and articles 
or books published. 


INTERN ATIONAL 








E rivately owned homes on 1200-acre 


AL TRAINING - 


economic studies. l ; - 
MARKETING ADVISOR—Ag. Economist with solid experience in trade and marketing, price poli 





PROPERTY 00 
















. (MMC) have a number of challenging posts providing information and advice on econom 
aspects of government policy. | uu | | 


. opportunities for part-time working. 





AGRICULTURAL STATISTICIANS | AFRICA — 24 MOP 
Zaire—Data collection advisor needed for assignment based in Kinshasa on an eight pei 
implementing Agricultural Policy/Planning project for private US firm under USAID contrac 
experience in training methodology and management necessary. FSI-3 French required. E 
Senegal—Ag. Statistician needed for assignment based in Dakar on a five person team implementing 
Production Support i M ire for private firm under USAID contract. African experience in crop torecas 
data collection, methodology and training necessary. French FSI-3 required. 


AGRICULTURAL ECONOMISTS . SUDAN. 24MO^ 
Positions available in ongoing USAID-funded Agricultural Policy/Planning project based in 
Arabic preferred but not required. 7 E 
CHIEF OF PARTY—PhD. Ag. Economist with broad background in ag. planning, policy analysi: 
project management needed for six member team. Requires strong organisational skills, ten vear 
work, prior work experience with USAID or other Intel. Dev. Agency and team leadership ability: Foc 
on institutional/organisational/research development and co-ordination, iu ae 
POLICY ADVISOR—PhD. Ag. Economist needed for position as Pol icy Advisor to bibat of Agricultui 
Experience in design and execution of planning and policy studies in LDCs required. Also-teq 

quantitative and computer skills for ecomomic modelling and ability to assess data base needs. for futi 
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analysis, situation and outlook reporting, and development of market systems to act as advisor to Min 
of Agriculture Marketing Dept. LDC work experience necessary. | y. ou 


Send résumé to Box 93, The Economist Newspaper Ltd, 10 Rockefeller Plaza, New York, NY 10020. | 





the department for Enterprisc 


$ 






Economists 
To £24,356 (Central London) 


. The Department of Trade and Industry (DTI) and the Monopolies and Mergers Commissio 








The work at the DTI is largely concerned with the design, implementation and evaluation: 
policies on trade and industrial — including regional, research and technological — issues: an 
there is every opportunity to maintain links with current economic knowledge through academ 
business and other outside contacts. At the MMC, you will be involved in inquiries into merge 
monopolies, public-sector activities and recently-privatised businesses, including analysis « 
competitive situations in markets and assessment of pricing and investment policies. dns 

_ Appointments, which will be for a fixed period of between one and five years, are at vari 
levels depending on age and experience. While all demand a honours degree in econom 
or a closely allied subject, post-graduate qualifications and experience would be an advan 
for some posts. Secondments from other employers will be considered; and there may also 





Benefits include generous leave allowance and non-contributory pension. 23 
For informal discussion, call James Shepherd at DTI on 01-215 6559 or Jonathan Gree 
at MMC on 01-324 1459. E 
For application forms and further information, contact Aileen Spencer at Department c 
Trade and Industry, Room 416, Allington Towers, 19 Allington Street, London SW1E 5EB 
Tel: 01-215 0245. D 


Closing date: 28th April 1989. 
The DT! is an equal opportunity employer. 













SUBSCRIPTION - e Economist 
FULFILMENT ligence Unit 


MANAGER _ | 


We are looking for an experienced EL | anager to take control 

of our subscription fulfilment system. We are seeking someone with 
good administrative skills and experience, preferably in publishing, 
who can organise and motivate a team of up to.20- people. The new 
manager will have the opportunity to, introduc fresh. ideas and o 
implement cost saving methods, as well as ensuring. the smooth 
operation of dày to day transactions to are the company. s very 
successful sales and marketing effort. | E ; 



















E UR OPE/ UN 
AFFAIRS 


We are seeking an Editor for a new English-language publica- 
tion dealing with European politics and economics. 

He/She will initially assist with the launch of the publication 
and then take full editorial control of it. 


Necessary qualifications are: 

< —$Sound background in Economics 

: —Thorough knowledge of European/EEC policies and politics 
. —Conciseness and precision 

3 —Proven track-record in strict-deadline journalism 











This is a key position. An excellent salary. Ee benefits will be ira t0 
attract a candidate of the highest calibre. m 







Please send application and full curriculum v vitae to: 














Angela Mackworth-Young — TN CNN NS 
Salary by negotiation. Group Personnel Manager — | Busines: s 
Please send applications to Box No 3652, The Economist Mor rr ice ded bs International | 





Isle ai Ltd, 25 St iind s Street, London ME A THG. London WIA TDW - 




























The Flinders L 
South Australia - 


School Of Social Sanas 


BUSI \ ESS ANALY ST - prc 
CARIBBEAN TELECOMMUNICATIONS roca i ipe alus 





niv veralty Of 








|. One appoint ment m mn ü 
Central London based - £ attractive ETE H 








P | " | MM |  beavailable on a continuing basis: The 

The Cable and Wireless Groupisa - market analysis/ planning ideally ] appointee(s) would be expected to . 
world leader in telecommunications, in a related field. [. senes" irepl July 1989, or as 
using the latest technology to — € A good degree in a business 1 EUR Leases : ibis iuis 
ize provide a wide range of services to related subject. ] any branch of theoretical or applied 

... governments, business and He e Well developed quantitative skills. economics will be considered, although. - 
. general public. — . |. € Some exposure to relevant po n Breat n 

. The Caribbean Regional TT computer software. T | ous and. gradum: levels in one-or - 

<- Division, based in central London, e The communications skills i e of the jroeconom'-- 

.. now has a vacancy for a Business required to operate effectively in E 
Analyst. This is an exciting a business environment. | the Paci nstrated re- - 





couch capacity or evidence of re- - 


opportunity | to help shape marketing in addition to an attractive salary — search potential i be renuired. 
ial wi sala 


: i policy in this fast moving field. | which will reflect your skills and 








"Ks a Business Analyst you wil experience, youwill enjoy the full —— |^ reet te ey Oe tue 
interpret all forms of market —. range of benefits associated with a ] Economics Discipline. Tetephohe (08) - 
intelligence in order to help plan and COmpany of our standing. I ce 
monitor the marketing of our wide Please phone or write for an i. Salary scales: Mm ; dz 737- 
- and expanding range of 8 J application form to Regional | : 
-—. -elecommunications products and Personnel Manager, BCA Region 

~ services in new and existing | Cable and Wireless plc, | E ra 
.. markets. Mercury House, Theobalds Road, —  ] wit sppiicatiohis giving full details of - 
E i Y ou wil ] have: London WC 1X 8RX. | : 3 q ialificatioi SER EAS, and bed 
.* e Aminimum of 1-2 years Tel: 01-315 4784 (24 hours). | E 

..., experience of business and Please quote ref BCA/BA2. 


of South Australla, Bedior od Par sive 
5042, iu M 1989. ^ M s 


2 CABLE AND WIRELESS 


A world leader in Felecommunications — 











mew Come nee ies nein turn 








ame 
~ Company: 


World 


| wards 
for Business 








0t ou te 0 Dunes 

al ne the Foreign 

eo KE we: th Office, wish to recognise 
pa broadcast the achievements of those 

-enlightened British Companies who regard 
their success and the development of 
those countries in which they operate 

‘as part of a single strategy. 







CWDE, lant: $ rales: inner Circle, 
, London NWI ANS. ag 01-487 7410 





For Sale as a Going Concern. 






| GARWOOD LIMITED | 


"Receiver and Manager Appointed. 





—. Offers are invited for the business of Garwe od Limite 
25 » Receiver and Manager Appointed) comprising the e follow ng 
! 2 operating divisions: e 





TOM » PACKAGING DIVISION devoted to the prn of 
"ozone friendly" packing machines which incorporate the 
unique FLAVALOC m packaging system. | 


2 ) EXTRUSION DIVISION devoted to the manüfacture of 
rigid plastic film and PVC. used in. the packaging industry. 


. Offers may be made for both divisio sas: a whole or either 
- division individually. — E 


EN The business assets offered for sale comprise: 
| ... 1j Stock of Raw Materials, WIP and Finished Goods 
^ 47.2) Plant and Equipment 
.. 8j Patents and Trademarks 
is ae Shares in subsidiary company operating in the UK. 
i3 : The closing date for offers is 28th April, 1989. 
Interested parties should contact Mr Tony D Aloia 
or Mr. Peter McCluskey 
* C% Ferrier Hodgson & Co., Soe 613 dd 4922. : 
i Telex AA 71 37626, Fax 61 3 629 588 












—_— Dandenong. Vic. 3175 Australia 








„81989. 





The Awards 


In order to encourage others 
to follow, four trophies will be 


awarded annually: | sno nh tribution 
The IBM Award for Sustainable NB UE nk 
Development can be made to developmer 


. (for commercial activity that has 
moved a community towards 
developing its own sustainable 


: Development 


resources). — Award-winners will be selected by: 
The RTZ Award for Long-term a Panel of Judges to include 
Commitment | Lord Callaghan of Cardiff, 


- (for a Company whose operational 
commitment to the sustainable. 
development process is poen 
over time). F 
The Williamson Tea Awari 
Social Progress 
(for a commercial activity which has | 
made an important contribution to — 
social progress). 


. within the Institute of Finance at London Busine 


SS LONDON BUSINES 





. Communication - | 
(for an item of company public 
material which i increases un 







- British business). 


The judges & timetabl 









Baroness Ewart-Biggs, Rt. Hon. 
David Howell, MP, Mr Oliver - 
- Lafourcade, Sir Peter Marshall, = 
FEN: Patel, Mr ski utr. : 










for 







rae Hines | no e - soii 
firm is eligible on 23 June, 1989. 















leading to PhD in Financial Economics 


Through the continuing sponsorship of Salomon " ] 
Brothers International generous fellowships are 
available for PhD research in Financial Econon 


School. The main research areas covered by the. 
institute are corporate finance, financial markets 
and portfolio investment. 


Applicants should send their c.v.’s and the - 
names of three referees to: Dr Evi Kaplanis, | 
Institute of Finance, London Business School, ! 
Sussex Place, Regent' s Park, London NW1 ASA; 


Closing date for applications: 5 May 1983 | 


COMING TO PARIS? 


Stay in a furnished flat, One to four rooms 
plus bathroom and kitchen, Weekly or 
monthly rates. Left Bank, Luxembourg 
and Montparnasse. No agency fees. 


Telephone Paris 43253509, Fax dar | 


43545798. or write PAA Housing, 9 
Rue des Ursulines, 75005 Paris. 


d amain nienn eiiean d ranana ue 


VISITING 
LONDON? 


Forget hotels 
| Self catering apartments, 


fully | 


serviced, T.V., telephone, telex, | 


fax, short or long rental 
: n Aparte 
sor 


eu t5 
ondo 


E " uu 
cent g só vists 


or pusin e»: "24 hour 


backing service 


1 p 01-835 1144 

. fax: 01-373 9693 
SERVICED 

APARTMENTS LTD 


: : | 26/21, Collingham Gardens 
5 I London SW5 OHN 


@& CHARINGWORTH |I 


MANOR 


BORED MEETING 
IN TOWN? 


The perfect location for board and 
management meetings 
Magnificent ' 


"hen i” 


EB! medieval manor house with the 
Ei highest standards of hotel keeping. 


Bi Fine cuisine, impressive cellar, log | 


fires, 4-poster beds. 
For colour brochure: 
Charingworth Manor, 

Nr Chippin Campden, 
Gloucestershire GL55 6NS. 
Tek (038 678) 555 
Telex: 333444 CHARMA G 


"Best New Hotel in Britain TIBERI -AA 


IMMIGRATION 
Excellent opportunity presently 
exists to obtain Canadian Immi- 
gration and invest in Canada. This 


leis ur e d 


| 
| 


; acre estate with views | 
| over unbroken Cotswold countryside. | 
Combine the traditional luxury of a 1 


is available under the Canadian - 


Government's Entrepreneur (busi- 
nessmen), s 
Immigrant programmes. Proce- 
dure is simple and applications 


can be processed rapidly. Please | 


contact: 


MARCHAND & ASSOCIATES 
Attorneys at Law 
ATT. DENNIS KOUNADIS 
300 Léo Pariseau, Suite 2000 
C.P..989 


Monireal, Quebec, Canada 
HOW 2N1 
Tel: (514) 844-8631 
Fax: (514) 844-6691 
Telex 055-60633 — 
First West MTL ~ 


Investor and Retiree - 








Sloane Square. All 


DIPLOMAT HOTEL 


| in Exclusive Be 
| ing distance of 





ITALY 
CASTLES IN THE SKY 


—ór vilias4n the vineyard. The best city or country 
rentals all over ITALY. American specialist based in 
| ROME will help design the perfect holiday. 
INTERNATIONAL SERVICES 
Yia i 64, 00187 Rome, ft 
70011:39-6) 47446429 
in US 201 783-8825 or 201/226-3075 


US REAL ESTATE. 
CONSULTANT 
dn the US since 1979) will assist you in 
your LPS real estate ventures. We can give 
vou the edge with INFORMATION, 
Fiduciary and Consulting Services, £valua- 
do Analyses, Financing, foint Ventures, 
Tax Planning, Immigration, Workouts. 
SWISS CONSULTANT GROUP (USA) 
Fax 001 813 254 0013 for free brochure 


LONDON 


South Kensington 





| Luxury fully furnished one and two bed 
i flats in quiet cul-de-sac off Sas plata ey 


Resident manager, direct diai telephones, 
viden security and colour TY. Weekly 
rates from £266 ta £560 plus VAT. 


FULL DETAILS: TEL 01-823 8325, FAX 
01-225 0280. TELEX 893095, 


Overseas Commercial/ 
Industrial Investors 
to the UK 





| Contact Heaton Smythe Property | 


Brokers, City House, 72/80 Leather 
Lane, London ECIN 7TH. Tele- 
phone (44 1) 831 8354; Fax (44 1) 
831 8244. 

EXTENSIVE PORTFOLIO 
EXCEEDING £200M. 


“Willett Hotel, 
32 Sloane Gardens, 


||| London SWIW 8DJ. 


Telephone 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 WILLET G 


Single: £41.95 + VAT. 
Double/Twin: £49.95 + VAT. 
Extra Single: £19.95 + VAT. 


. Small character town house, off 


l modern 
facilities, 


| Full English breakfast inclusive 


of rates. 








2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 
Telex: 926679 DIPLM TG 
Fax: 01-235 1544 


atrods. for super 
unsurpassed opportunity for su 
accommodation and full English 
breakfast at exceptional value. 


Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 





avia, within walk- | 


single: £19.95 + VAT - 











AUTHORS WANTED 
BY NY PUBLISHER 
Leading subsidy book publisher: Seeks — 
manuscripts of af ty 
fiction, poetry, . juvenile, scholarly and 
religious wor «S, etc. New &uthors we- 
comad: Send for free booklet. 


$92, Vantage Press, 516 W 
L Street, € fork NY ecl USA. 


Sarah Hodge Recruitment Consul tants 


Need a Top Secretary? 


ali (01)434-0030 | 
215- 21 T Orton st London WIR a 








[^ equitem 
YOUR STAY IN LONDON - 


Take a furnished, selt- M pcg | 
. near vanas 


]. Tei: 01-584 4123. Telex 205441 (Ref KSF) 


KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned hotel in Knights- | 
bridge which has been totally remodelied 
and refurnished to à high standard. ` 


Suites £95 Doubles £80 Singles £65 incl. | 
VAT & SC. 


"A comfortabie, spotiessiy kep t little hotel 
in the heart of Knightsbridge — Egon 
| Honay. 


For reservations 
6274, or write to 159- 
London SwiX TPD, fax 01- 












ne 01-584 









S, fiction, non- 3 an 
|^ ST AMEE “LONDON, SW1. Ser 





2ND PASSPORT/DR LICENCES. An 
country, various reports on how tc 
obtain n INI, 26 Kleomenous, Ath 





viced apartments in small block clos 
to Fortnum & Masons, The Ritz an 
Piccadilly. Double and twin rooms fron 
£70 per night. Tel: 01-930 2241. 





BUSINESS ADVICE, asset manage 
ment, start ups, acquisitions, product 
found, send full details. Write to Bo 
22-3788. .Publicitas, 1002 Lausanne 
Switzer land. 





OVERSEAS POSITIONS. Hundreds c 
dop-paying positions. All occupations 
 ;Free details. Overseas Employmer 
d Services, Dept EC, PO Box 460, Tow 
iof Mt Royal, Quebec, Canada H3! 


307. 


¥ 


PANAMANIAN CORPORATION p 
vide complete confidentiality: and zen 
tax liability. We offer company formatior 
services on a fast, reliable and competi 





tive basis. H. L Darlington, POB 1327 


Panama 9a, Panama. Tel: 23-0834 o 
23-4819 (evenings 23-6779). Fax 
234936. 













7 —RANALYSIS OF. 
 HANDWRITING - 


Character/Personnel appraisal. 
|GRAFEX 
An dnummer 1927 
“2507 WB, The Hague 
‘Holland 
Tel: 01751 77272 


Consultations and appointments 
algo g availahiei in the UK 











One of Canada's iar 


assured. 


TENDERS 


| IMMIGRATION—CANADA | 


+ visent hous 
guaranteed investments in the Investor-immigrant Program, 


We are leaders in the field of investor- — ini hs f 












offers sbank or first mortgage 
. Confidentiality is 
















scheme. 


Telephone: 01-270 8358/8356. 
Proposals to be received by May 5, 1989. 













Evaluation of Enviro 


scheme, 


Telephone: 01-270-8358/8366. À 
Proposals to be received by May 5 1989, 


MINISTRY of AGRICULTURE, FISHERIES and FOOD 


Evaluation of Set-Aside 


Proposals and tenders are invited for the socio-economic evaluation of Set-Aside in England and Wales. 


The research will involve interview surveys based on a questionnaire initially drafted by MAFF, assessing 
changes in output, income and employment, any wider economic implications, arsi farmer attiludes to the 


MINISTRY of AGRICULTURE, FISHERIES and FOOD 


for further information, application form and a draft questionnaire, contact Howard Fearn or jonathan 
Beynon al MAFF, Economics Resource Use Division, 10 Whitehall Place, London SW. 





ntally Sensitive Areas - 


Proposals and tenders ane invited for the socic-economic ce kaiih of seven English ESAs (West Penwith, 
Somerset Levels & Moos; Shropshire Borders, Test Valley, South Downs, the Broads, and the Breckland). 
The research will invalve interview surveys based on a questionnaire initial! y draed by MAFF: assessing 
changes in output, income & eiitloyient, p wider economic. ic Soi ations, and. former aii ades ; 





For further IEAA application form and a draft questióevsrine, viaaa Howard Fearn or Jonathan 
Beynon at MAFF, Economics Resource: Use Division, 10 Whitehall Piace London SWE 
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onths to ee its industrial dcin increased by 1.696 in the same period. West 
i industrial production rose 5.2% in the year to February; Holland's by 2.8% in the 12 
1onths to January. Australia's GDP grew 4.2% in the year to the fourth quarter of 1988. February 
japar s unemployment rate at 2.3% for the third consecutive month. 











industrial production GNP/GDP retail sales [volume] unemployment % rate 


3mthst — 1year 3mthst 1year 3 mthst 1year — latest — yearago 
isa 

















: | Australia | 






American mining pay-round in June. 


1985-- 100 










oot Nite ilminn mwas Sirs imaais amsnsssiapsngsn P 


Dollar index ] 
All items 148.1 146.6 ~ 49 — X 


Metti miserae a pt Aer rere tar rur n HT PN ANA EAA re rr A yr tre n MATS Hn THAN E Hr Mera AN EAM) niei 


| PRICES AND WAGES West Germany's 12-month rate of consumer-price inflation rose to 2.7% in | Food t142 OE 09 04 









m nn mar Prset tete rra rat at EANA dm TTA ASSI ION NaN entree 


. March, up ‘from 2.6% in February. Japan's inflation rate fell to 1.096 in February, down from 1.1% | industrials | 
...the previous month. Holland's wholesale prices rose 4.1% in the 12 months to January; Canada's "al oem e ce 

















Nfa 138.7 1386 — 4 17 — 65. 
climbed 3.696 in the year to February, up from 2.996 in the year to January. Canadian workers saw es 724. 233 108 ios 
their pay-packets swell by 5.196 in e year to uui ND real rise of 0.8%. Steingindex = + | 
% change at annual rate Ait items i124 — 1102 č —41 + 66- 

consumer prices" . wholesale "n wages/earningst Food 867 873  — 07 +2186 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year industrials 






noer e e ee rms Ail 
-a 1 
" a6 Jj. > * i 
CA a LEM BYE ATUM aM aris paf UA AA RNP ROMA L ANS LTT a TARA [usen ME MANT AE A HIC er enn m ssa inam aa ag ag at ry WANN LAIT mI EAD a RR 
m IRI TT i TH AANA ahna rina err te HAAN Attra eer reme oH e HP Mer marae Heri tti Mr ar t Ng rr AN a tA AA 
PERPE m iana a aa aN Y 
nbi A orrira A agata 
E a a aaan a AAi AN E A iaaea aaan MEME 
ERRARE 
l—————— —— inibi, 


Denn RRRPRRRRRRERRRERARPEEPI 


RERUM 


Merten nanny AAAA RIA BP rrt ra Mg Tan e Hy er P rrr m i pM SA a ralem erre era A A HIS I Y Ter 


ree AM barre err T trip £N AAAA rar Maret rm bene  r a a yt eetret treet aa tha Hh went 





it iat rhe iis Hin deii bar rang atest ai Sng seca inde 


moon : SL REP arene MIL. AU... ARRA Crude oil North Sea Brent 
A uot 395  , * 48:5 ^ OB tS ^ 34 A35 | $perbarel 1945 — 1990 4101 +277. a 


uriy. wage rates in manufacturing except Australia, i Rd eamings; Japan, and Switzerlaid, monthly earnings; Belgium, Canada, Sweden and USA, hourly i Provisional $i Non-food agriculturals 
va mins, UK, monthly earnings für all employees. PU 


a 8 d SWEDEN In the 1980s Sweden has been 
. one of Western Europe's economic success- 
" es. Unemployment has remained well below - 
the oECD average: last year it was 1.696 of 
the workforce, against an OECD average of 
-.. 7.3%, The o£co expects Swedish unemploy- 
- ment fo rise slightly by 1990. Sweden's 
 visible-trade surplus will remain around $6 
billion this year and next, but because of a 
. Widening deficit on invisibles, its current- 
account deficit will rise to $3.4 billion by 
` 1990, up from an estimated $2.7 billion this 
. year. Sweden has lagged the OECD's eco- 
.. nomic growth, and will continue to do so: in 
1989 cop will climb 1.896, compared with an 
OECD average of 3.396. Strong domestic 
mand has fuelled inflation: Swedish con- 
imer prices will rise by 6.0% in 1989, 
mpared with an OECD average of 4.0%. 

































s applicable to all tables. All figures seasonally adjusted except * not seas. adj. ! Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not. aval a 
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© RESERVES Japan's foreign-exchange re- 
serves (ie, excluding its holdings of sors and © 
its reserve position at the mF, which are 













































































ma Pe e e nn gia ec rra ta e maaa aaa 


. Money supply 
% rise on year ago 





Money market 








Other key rates in London 3-mth Treasury 
rates (Libor): 3 mths 10.196, 6 mths 10.496, 


BT n mei t rtr t P HH HI IPIE ee ttai Meer 


month cumulative visible-trade surplus rose again in February, 


and the D-mark both gained 1.0%, while sterling was unchanged. 
































trade balancet current- trade-weightedtt currency units per $ Currency units foreign reservestt 
$bn account exchange rate | : $bn 
latest latest 12 balance $bn | 

month months latest 12 mths latest year ago latest year ago per £ perSOR per ecu Jan  yearago 
Australia — — 031 fe — 21 — —- 119 re na na 12i 134 —  — 207 160 135 135 BS 
Belgium + 048 ox — 04 + 39 « 1058 — 1077 — 392 349 668 S17 436 8.9 9.5 
Canada + 074 a + 85 1.92 « ^ 1027 962 118 124 2089 157 132 15.8 8.7 
. France L008 m — — 51 25 ^ 997 107 631 5866 108 — 833 . 702 2547 331 
. W.Germany 4 741 an 4 742 + 529 re 1126 — 1156 187 167 — 319 — 245 ^ 208 549 764 
Holland +173 w + 34 + 450 ($00 1128 — 241 187 360 278 . 235 155 150 
italy — 048 we  — 100 ^  — 520 893 984 . 1373 1237 2839 1810 1527 353 307 
Japan T1010 m + 964 + 794 re 1484 —— 1469 131 125 — 224 473 148 — 973 829 
Spain — 230 m — — 214 = 40 a è — $8 993 16 mM 198 — 153 129 371 297 
Sweden + 049 m + 47 — 24 sn 1040 948 — ^ 637 590 109 — 841 — 709 — 81 80 
Switzerland — — 060 ve — — 59 + 64 of 1056 — 1145 — 163 138 — 279 215 — 182 208 274 
Uk ~ 3.85. re ^ — 38.8. — 28.1 re 95.6 972 . Q059 0.53 — 0 OFF. 085 ^ ^ 430. — 393 
USA —.949 a = —1193 ^ — -1953 4 — 679 638 e ita 17 - — 182 — 134 .. 8*4 —— 319 
tAustralia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/fob. ++ Bank of England index 1985 = 100 S MO UR. PEU | 

















to another record high. 


s star performer —rose 4.2%. 

















Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 





| pan M2 plus CDs. Definitions of interest rates q 
| (Belgium), Credit Lyonnais, Credit Cyonnhais Bank Nederla 
ANZ Bank, CSFB, Wharton Econometrics, These rates are indicative only and cannot be construed as offers: 





TRADE, EXCHANGE RATES AND RESERVES Current-account imbalances are starting to widen again. After falling slightly in January, Japan's 12- 
| : to $96.4 billion; its 12-month current-account surplus rose to $79.4 billion. In the same | 
period West Germany's current-account surplus climbed to $52.9 billion. The trade-weighted value of the dollar fell 1.0% during the week; the yen | 























included in the table at the bottom of this | Stock price indices % Change an. . 
page) have soared as the Bank of Japan has Apr 4 1989 one one record —— 31/12/08 
intervened to hold down the value of the yen high low week year — high inlecai —  in$ 

: AAT rency terms 
(which, nonetheless, has climbed by 20% | |. Lo o T as 38 3E E e em 
against the dollar in the past two years). Belgium 57491 58340 ^ 85893 ^ *16 1188 -—15 133  1W 
Since end-1986 Japan's reserves have risen Canada ^ 35526 36961 33505  — 02 + 67  -—138 ^ 4 84 ^ 4 88 
from $38 billion to $91 billion. Taiwan, with France 4510 4573 — 4179 4 18 +6885  -—20  - 4 B5 4 42 
reserves of $76 billion, is in second place. | W.Germany — 16731 - . 7056 ^ ^ 1857 ^ 424 214  -266 x13  - 39 
Despite the biggest fall in reserves for ten | Holland ^ 1642 1842 1687 x 10 +287  —79 Fit t55 
years in March, as the Bank of England Hongkong — 29920 — — 3100 — 27087  -— 14 ^ 176 — —243 ^ 4113 F17 
intervened to support sterling, Britain has | May 6075 — — 6159 ^ 5775 +03 F oc ENNIUS NET. 
spent mich of the past wo years holding | e. 353 “Sng renee ay ease — à 0s se 
sterling down: its reserves have naon from South Africa 24778 24778 1961.0 +23 +653 ni 4268 +159} 
$15 billion to $40 billion. Reserves fell in two Spain — — 2913 2913 286 42 4 BI CoE 161 ae 
countries: in France by 21%, Switzerland'S | sweaen ~ 3892.0 38920 33939 +05 4 4396 nl 1180 157 
by 3%, Switzerland 659.2 6592 613.1 +07 +286  —97 192 4 05 
Ta UK — 20828 21254 17828 ^ + 06 4 199 -148 3162 i 















Narrow — Broadt Overnight 3 Prime ifs Gov't Corporate. Deposits Bonds 
Australia +145 +20.3 »  1615** 17.50°* 18.75** 172° 1363" 1463 1750 18524 
Belgium — + 12 — +66 0 7.75 820 1075 780 8.32. 847 — 794 814 
Canada + 40 — 4110 m 1263 1230 1350 1230 1033 1099 1206 1045  . 
France — 1 32 — 3 71 ox 850 863 960 88l 901 — 952 863 930 
W. Germany +116 — 4 69 a 450 645 725 587 700 — 700 ^ 644 $657 
Holand — * 57  *128  — 631 — 670 ^ 875 370 ^. 704 74 ^ 9899 — 734. 
italy +64 — 4 85 m 1275 1375 1400 1072 — 1094 1188 1098 
Japan — * 98 — 104 re — 416 — 420 338 176 8517 494 463 508. 
Spain — 5184 4118 m 1292 1492 1550 750 1296 1403. 1250 na 
Sweden —— na ^ 53 o 1140 1200 1200 1160 1144 1188 1125 1135 
Switzerland - 10 + 65 uw 538 581 650 550 492 — 544 588 530 
UK — 143 1226 m — 925 1300 1400 1300 958 1082 1308 11.96 
USA — +36 + 55 rm 96) 994 1150 1005 8i! 993 - 10.19 — 10.08 


Bills 12.4%, 7-day interbank 12.8%, clearing banks’ 7-day notice 4.096. Eurodollar © 


5 Bank Nederland, Svenska Handelsbanken, 
by these banks. **Last week. $ New series. — 



























Today the most successful transactions 


grow out of merchant banking relationships. 



















Yesterday, it was not unusual for banks and clients to form 
temporary alliances. 

Today, an increasing number of corporations believe that 
their interests are best served by long-term, in-depth banking 
relationships. 

So does Bankers Trust. A cornerstone of our merchant bank- 
ing philosophy is the maintenance of multi-level, multi-service 
relationships. 

We have become a trusted financial advisor to many clients, 
providing everything from cash management to risk management. 
This keeps us constantly abreast of your overall financial plans. 

So when special opportunities arise —a recapitalization, a 
merger, an acquisition — we are perfectly positioned to help you take 
advantage of them. There is no learning curve to climb, no long- 
term objectives to be identified. 

Solid merchant banking relationships have never been more 


productive than in the uncertain world of today. 


Bankers Trust Compan 


. Because today isn't yesterday. - 
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«uua 
€ X T NR "At Corning, we know that Com 
ith Dig ital, puter Integrated Manufacturing (CIM) 


isn t limited to the factory floor. Our 


Corning IS computer network from Digital links 


workstations and PCs — so manufactur 


clear ly advancing ing, engineering, marketing, even ship- 


d li » ping can share vital information. 
pro uct qua Ly. “With Digital's approach to CIM, 
changes can be made earlier in the 
process, when they cost less. Also, time 
to market is faster —a real advantage 
when competing in a global market 
with high-tech products like fiber optics 
and optical memory products. 

"Digitals VAX" architecture, VMS" 
operating system and Ethernet network 
is a proven system. And since every 
Digital product adheres to the same 
communications standards, we can add 
computing power and still protect our 
initial investment. 

“While costs and time to market 
are decreasing, product quality is signifi 
cantly improving. And since Corning 
is synonymous with quality, that's the 
most important benefit for us." 










The rewards of working together. 

Digital's approach to CIM integrates 
applications not just in manufacturing 
but in every related department. 

Today, with leadership products 
from desktop to data center that allow 
you to share information and resources 
throughout your enterprise, Digital 
gives you an elegantly simple way for 
your people to work together more 
productively, more creatively, more 
efficiently, more competitively. 

To learn more, write to Digital 
Equipment Hong Kong Lid., 19-21/F 
Fleet House, 38 Gloucester Road, 
Wanchai, Hong Kong, or Digital Equip 
ment Corporation Japan, Sunshine 60, 
PO. Box 1135, 1-1, Higashi Ikebukuro 
3-chome, Toshima-ku, Tokyo 170, Japan, 
or Digital Equipment Corporation 
Pty., Ltd., Northern Tower, Chatswood 
Plaza, Railway Street, PO. Box 384, 
Chatswood, New South Wales 2067, 
Australia. 

A way to work together like 


never before. is 
| Digital 
has 
It 


aS 
Joe Hurley 
Director ot Advanced 
Manutacturing Systems 
Corning 
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TEE ts where you go when you've arrived." 
FOR THE UNCOMPROMISING BUSINESS TRAVELLER WHO SEEKS A DISTINCTIVE HOTEL EXPERIENCE. 


ATION CALL: BANGKOK 253-0355.7. BOMBAY 202-3366. COLOMBO 21221 DAVAO 7808161. HONG KONG S-255-11 JAKARTAG74-967 MANIA Bl5- 
PORT VILA 2040. SEOUL 585-5656. SHENZHEN 236-333. SYDNEY 008-221-828. TOKYO 0120-455-655 GR CONTACT YOUR TRAVEL AGENT 


-FÓR RESERVATIONS AND INFORM 
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Hong Kong: Kowloon 
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Singapore: The WesetStimsorg & Fhe Westin Plaza » 


Seoul The Westin Chosur 
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. P san the Westit Eir ur He ach e 


Other Westin Hotels in the USA, Canada and Mexico 


For reservations, call the Wesun Hotel in vour city or your travel consul 
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. Staying Westin. 


Seoul to Pusan on the shuttle. Into the lobby of The 
Westin Chosun Beach and instantly I feel at home. Check into 
a room on one of the new Executive Floors. And check out why they say this 
ll the only place to stay. New decor, comfortable fittings, the beach out my windo 
What more could I need? A pool perhaps? A gym? A Business Center that 
understands? The best restaurants and the hottest disco in town? 
You got it. That’s why I’m staying Westin. AA 
GDA, LINDSAY BIS 


cM. 








IHE PEOPLE AND PLACES OF WESTIN 
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AND FOR A MOMENT YOU HELD YOUR 
BREATH IN THE PROMISE OF ENDLESS BIRTHDAYS TO 
COME. OMEGA. FOR ALL YOUR SIGNIFICANT MOMENTS. 
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OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
AT THE OLYMPICS. IN THE SPACE PROGRAM 
IN SIGNIFICANT LIVES LIKE YOURS 


THE OMEGA CONSTELLATION. FOR YOU BOTH 


() 
OMEGA 
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ikeshita's Recruit apology 
| Nepal, yam between boulders 
2 Keating’ s tax cuts in Australia 
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63 BUSINESS THIS WEEK 


BUSINESS 
65 A new thrust from Rolls-Royce 


. 66. Gulf-- Western's front seat at the movies 


67 Economics focus: Exchange-rate policy 
68 Back around the GATT table | 
13 Tourism in Asia 

13 The business of going away 


—.14 Japanese investment in Europe 
.14 Million-dollar motor-cars 


15 America's Japanese carmakers 


| FINANCE 
71 Wall Street’s wails and woes 
18 Goldman Sachs's merchant-banking bridge 
19 Market focus: Q-ing for Japanese stocks 


_ .. ...80 T. Boone Pickens in Japan 
<: 80 Fusion fad on Tokyo's stockmarket 
... ^;81. Romania pays its creditors 

cM 8t. Me ticos starts the Brady plan rolling. 
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f : “Why br DEA will not be 
| in the 1990s, page 13. 


Asia’s new regional s 


| needs to reassure its neigl 
. not strangle them, page Í 


halfnelson on Nepal, page 


Their assets, as well as stick 
comes, shoot up, page 29. 
Takeshita apologises for Recrui 


page 30. 


GATT’s chance 


To reform farm trade, page. 1: 


' Tosort out its other unfinished 


business, page 68. 
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BOOKS AND ARTS 
93 Graham Greene revealed 
93 How Parliament grew 
94 Being friends with Freud 
94 Louis Napoleon: fun and empire 
95 Zimbabwe's unsung sculptors 
96 Andrew Lloyd Webber's Viennese side 
96 Great days for Danish film 


LETTERS 


6 On Ayatollah Khomeini, tomorrow's companies, | 


Europe v Islam, Italy's Radical party, third-world 
tourism, » Johnson) Matthey 


James's Street, London SW1A 1HG. Printed in Singapore s = = 
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| South Kor? " 


| | up too, pages 25-28. Nort iK 
rea's is not, page 34. | 


| Wall Street =e 


| Over jobs lost and more to: go 


page 77, 


Rage of Georgia 
The Soviet Union’s nationalis 
won t fade away, page NM 


Wheels of fortun 
Ferrari futures, pag 7 
carmakers flouris 










actions "old man’s 
| hims” s say that they are “‘ir- 
| I" (April Ist). In order to 
end the increasingly unpopular 
and fruitless war with Iraq, the 
ayatollah allowed moderates 
such as Mr Rafsanjani and Mr 
elayati to come to the fore, and 
rated an opening to the 
t. Once the war had ended 
Khomeini seized upon the 
hdie affair to discredit the 
oderates, who were becoming 
ore confident and outspoken. 

‘The Russian withdrawal from 
iistan. has also presented 





den 


irn neighbour, providing a fur- 
her reason for the current at- 
ack on western-oriented 
members of the” government. 
ous, certainly, but neither 
nor irrational.” 

~ DANIEL THORNTON 





omorrow’s companies 


: 3IR—The fundamental agent be- 
hind the changes outlined by Mr 
"Tom Peters (March 4th) is in- 
formation technology, which 
makes market demands for qual- 
dty and product variety realistic, 
cby allowing flexible, organ- 
‘isational structures to meet their 
demands. nae but not neces- 
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will once again consolidate by 


products and markets—and 
large companies will continue to 
form and grow, at least until the 
next major change agent is 
introduced. 

Toronto, 


Ontario ALLAN WILSON 





SiR—Mtr Tom Peters's fascinat- 
ing article envisages a world 
economy in which all is in con- 
tinual flux and there is no stabil- 
ity. This, surely, is not what most 
people want or indeed can toler- 
ate. If unfettered free markets 
are seen to be delivering such a 
world, the case for regulation 
will regain support. 

Who will forge the fecere 
Government is still nationally 
based, and national regulations 

will hardly curb today's dense, 
instantaneous, global communi- 
cations networks. Transnational 
business cartels may be more ef- 
fective. Soon democratic pres- 
sures on government may be to 
uphold cartels, not bust them. 


London D.E.A. SIBLEY 





Europe v Islam 


St&—Ín Europe v Islam (March 
18th) you draw attention to the 
fact that Turkey has applied for 
membership of the EEC, and try 
to embarrass the Turkish gov- 
ernment about its silence on the 
Rushdie affair. 

I say that Turkey has done far 


too much already in the name of. 


westernisation without any visi- 
ble reward from the West so far. 
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it week in December and the first week in January) by The 


louie ata Ae 


Turks have been forced to aban- 
don their traditions, dress, al- 
phabet, laws and instititutions. 


They stood up and fought along- 


side allies like America in Korea, 


were among the first to recognise 
Israel and supported France in . 


Algeria. But no amount of sell- 


out satisfies the West, so why 


bother anyway? 

Also, let us admit that Europe 
has been traditionally hostile to 
Islam. This is a historical fact 


and the European attitude is the - 


product of a biased culture. But 
the time is coming for you to 
make up your minds too. On 
whose side do you want Turkey 
to be, yours or ours? You are 
right, Turkey has no place in Eu- 
rope, either geographically, his- 
torically or culturally. 
Istanbul, 


Turkey 


Radical politics 


SIR— Some of your information 
(Sex, drugs and Radicals”, 
April 8th) about the Radical 
party is incorrect. You say that 
Cicciolina brought us a lot of 


Vote loser 


votes and money. But in fact we 
lost 200,000-300,000 votes. The 
reason she was a candidate on 
our lists (in alphabetical order, 
47th in only one constituency) is 
because she had the right to 


stand, as did any member of the 


party during that period. We 
knew it would be an electoral di- 
saster, but could not tell her not 
to participate because she was a 
porn star. We had been the party 
of sexual liberation, gay rights, 
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Let uere remem- dig 
ber that, since the 1920s, the : 
Brussels 


EMIN SUHA CAYKOYLU 
——————— 588 


i of Ege in 1984. N 


: . | The Automotive Industry in 
-| the Developing Countries - 


| production as low cost assemblers. 
|] With car manufacturers. increasingly 


| analyses the position of developing 


scription quenes, address changes and requests for 
4891, telex. RS 22152 ECON 





he the pharisee. 
/— ALEXANDRE DE PERLINGH! 
: Radical party 
- Europedn Parliament 
Sei EROR ION S ee 




































Third-world tourism 





Sig— You say (Match Lich) that 
"It is better to sell sugar, sea and 
sun rather than sugar alone. Bet- 
ter. still—talking of money, not 
morality-—sell sex as well,” 





Haven't we had enough of the 


strict separation of economics 


and morality? Your cost-benefit 


analysis needs a little enlighten- 
ment from Kant: “Always act as 
if your actions were to become 
universal law” 


Yogyakarta, 

Indonesia JAMES SPILLANE Sj 
" TTE MEE Soll 

Johnson Matthey - 


SiR—You say (April 8th} that 
"the government was relatively 
unscathed by scandals at 
Lloyd's, the collapse of Johnson 
Matthey ple and the Guinness 
saga”. Johnson Matthey has 
never ^ collapsed. Johnson 


Aaker plc are specialists in 
precious-metals technology and 


the world's leading suppliers of 
autocatalysts. In the last re- 
ported financial year Johnson 
Matthey plc made profits before 
tax in excess of £60m and had 
net borrowings of less than 1096 
of equity. 

What you are probably refer- 
ring to is the near collapse of 
Johnson Matthey Bankers Lim- 
ited which was sold to the Bank 






. Latest Special Report No. 1175 - 






| Since the 1950s, developing countries 
have found a role in automotive 








seeking low cost production sites, there 
is an emerging potential for developing 
countries tè increase their standing 

- worldwide in the 1990s. This new report 








countries as a whole and assesses 

| which countries offer greatest scope for 

| future development. : 
Price including postage: UK & Europe £248; 
North America US$485; Rest of World £248. 







. The Economist intelligence Unit 
Marketing Dept (EDEL) — 215 Park Avenue South 
40 Duke Street 







Hew York, NY 10003 
USA 

Tel: 01-493 6711 Tek (212) 460 0500 
A division of Business International 









! Economist Newspaper Lid. 25 St James's Steet London SWIA IHG 
mes Printers Sdn, Bhd, Times Jurong, 2 Jurong Port Road, Sir 


: conomist Newspaper L E . Representative Office, 2 Jurong P Port Road, Singapore 2261 






































E $5 a Chief Executive (Designate) i is -needed to 
. manage the 4 main Ministry of Defence research 
establishments. The post: will initially be based in 
- London. 
The Government has announced that 4 4 of the 
. Ministry of Defence research establishments. — 
Admiralty Research Establishment; Royal Arnament 
Research and Development Establishment; Royal 
Aerospace Establishment and Royal Signals and Radar 
Establishment — are to be merged into a single 
X organisation with the intention that they should become 
an Executive Agency in spring 1991. The establishments 
currently employ some 12,500 staff. et: ae 
The Agency will be run as a bee ! SS. Key aims 











~ to establish better-focused internal management, in 
vasi order to give maximum value for money. The tasks of 
RAE the Chief Executive (Designate) will be to manage the 
ns, rganisation as a whole and to prepare it for ajoncy 
43 status. 








pe foi the post aiodlf have a ! próven | 
"ic record in managing a substantial organ ation 
including, preferably, major organisational changes), 











| |. and experience of managing business on commercial 
— . [ines or of high-level policy formulation. The successful 


Skills in leadership , 
nological background i is desirable but not essential. 


ment to Agency vesting day, with a review at that . 
point. The initial salary will be based on the Grade2 . 


(£48,100 to £50, 400) but. more may be available for — 


will s to sharpen relationships with its. customers and. -element in the remuneration package. An additional 2 


| benefit is a non-contributory - pension scheme. | 
Relocation assistance may be available. : 


Commission, Alencon Link, Basingstoke, Hants RG2T d 
.. 148, or telephone Basingstoke (0256) 468551 lanswering .— 
‘service operates outside office hours). Please quote 
ref: $/7920. Your application should be received. hi Déc 
2 May 1989. : 


the Civil Service is an equal opportunity employer > | 


|. DEFENCE RESEARCH A 





candidate will be an innovator with demonstrable p. 
.and. negotiation. Understanding . 
of Government organisations and a scientific or tech- 








The appointment will initially be from commence- 


Civil Service pay range of £4 100 to £59,800. A candi A 
date will normally be appointed on the basic scale 














candidates with special q qualifications and experience. 
When the Agency is formed the intention will be to 
appoint the Chief. Executive. ona fixed-term contract — 
which will include a ‘significant performance-related —— 





For further details write to Civil Service E 










_ ASSISTS - 


BCUTIVES 





ENTERPRISE AND ENJOYMENT 
" 
To begin the confidential process 
- book an exploratory meeting with 
| Peter Gardiner-Hill or Peter Needham. 
Even the coffee is excellent! 
















..— 16 Hanover Square, RS AL 
- London WIR 9AJ DEVELOPMENT 


01-493 5239 _ RORIS 





5 SENIOR ECON OMICS OFF ICERS - 


(three posts) 


The Poodonid Affairs Division engages in policy-oriented research and 
"advisory work atid other activities to support the aims and objectives of 
~ Commonwealth Governments in the economic sphere. It prepares papers 
for and services the meetings of Commonwealth Ministers of Finance, 
Employment and Labour, as well as of Commonwealth expert groups 
investigating. Commonwealth and global economic problems. It also 
facilitates. exchange of information and experience among member 
'ountries and, through seminars and other meetings, enables officials to 
scuss a variety of policy issues in such areas as commodities, trade, 
conomic adjustment, debi and private investment 


The appointed. officers: will assist in this work, functioning under the 
supervision of a Chief Economics Officer, and sometimes directly under 
<an Assistant Director and/or the Director of the Division. They will have 
- responsibility for supervising supporting staff. 


Applicants should be Commonwealth citizens with a good honours 
degree, preferably a post- graduate qualification in Economics, and at 
. least three years experience in economic work in an academic, official or 
." business position. Experience in working with or directing the work of 
-other professional staff would be an advantage. 


Appointments will be initially for three years. Salary range: £18,192- 
£22,332 per annum, subject to deduction of UK Income Tax and National 
Insurances: overseas appointees will receive installation and relocation 
assistance. Further details supplied on request. Please send detailed CV 
quoting ref ON12/89- with names and addresses of three referees by 18 
May, rod io: —— 


“ Chief Porscund Offi icer, Common wealth Secretariat 
Marlborough House, Pall Mail 

London SWIY SHX 

Telephone 01-839 3411, ext 8134, 8159 


AN EQUAL OPPORTUNITY EMPLOYER 










































TO INCREASE PERSONAL EFFECTIVE NESS | 

























Euroconsult is.one of the leading intemational development : consu Itants in 
the Netherlands. We provide technical assistance and training in rural and 
urban development, agriculture, environmental engineering and j 
management, institutional Sevetonmen seed technology and natural 
resources development. - 


CONSULTANTS FOR DEVELOPMENT 


Recent changes in our organization and work orientation have created 
opportunities for additional agricultural, engineering and institutional 
development professionals for long and short &ssigements | in Africa, Asia 
and Latin America in the following disciplines. — 

* Agriculture: mechanization, extension, agronomy, rangeland 
management, seed technology, tropical animal husbandry 


* Engineering: structural engineering, operation and maintenance of 
irrigation systems, road engineering 


* Institutional development: organizational design, management 
Support, training and manpower planning, financial management, project 
monitoring and evaluation. 


Requirements are appropriate qualifications, excellent knowledge of 
English, and a minimum of five years of relevant experience, probably in 
developing countries. Knowledge of French, Spanish or Portuguese, 
experience in training and transfer of knowledge, and a willingness to 
undertake longer RES would be distinct advantag es. 


Please send your detailed curriculum vitae with addresses and 
telephone, telex or telefax numbers at which you can be contacted to 
J.H. Essenburg, Head, Personnel Department, 
P.O. Box 441, 6800 AK Arnhem, The Netherlands. 
Should you prefer to transmit this data, the appropriate Anbei are: 
45097 euro nl (telex) or +31 (85) 577577 (telefax). - 














AUTOMOTIVE ANALYST 
-£ Neg. 


GSI-Marketing Systems, a leader in the field of 
automotive consultancy and information systems, is 
seeking an Automotive Analyst for its London Office. 
The successful candidate will be a highly motivated _ 
self starter appreciating the opportunity to exercise © 
initiative in a small team environmen i 


A highly literate but quantitative economist or ' market 
analyst with a background in the UK Automotive 
Industry would find this role both demanding and 
satisfying. The successful candidate will be charged 
with a leading role in the development of the | 
forecasting and consultative aspects of our business. 
Considerable scope exists for innovation and flair to 
expand a well established European Service into 
markets at home and abroad. 


A comprehensive benefits package is offered 
commensurate with the position. 





To apply, please write with full C.V., in ‘strictest 
confidence to:- oud 
. Patrick Naegeli — 
GSI-Marketing Systems. 
.  . Ensign House, Waterside 
South Quay, LONDON E14 9YZ 


e 
ee. 





Marketing Syst ems 












EUROPE 1992...? 


Who will manage whom? What role will you play? 
Would you like to improve your prospects? 


e IF you are a young business manager of any nationality, — e WOULD you like to come and see us at Nijenrode? - The 


under 32 years of age, with a university degree, in busi- Netherlands School of Business, a beautiful cam- 

ness, economics or finance, and you are interested in pus university at Breukelen, situated between 

' these questions, let us ask a few more ! Amsterdam and Utrecht. There is locally available 
accommodation for MBA Students. 


e DO you know that you can obtain an 
INTERNATIONALLY RECOGNISED MBA taught — e HAVING considered our questions, please contact us and 
entirely in English, in small groups, and specialising in let us consider yours ! 
European business, in just one intensive academic ^ 
year (September - September) if you can satisfy the 
rigorous entry criteria? 


e HAVE you considered the challenge of investing in such a 
personal development period and its potential added — e PHONE or WRITE: Paul B. Brudenell, Programme Director 
value to your career in converting you from a specialist MBA, Nijenrode, Straatweg 25, 3621 BG Breukelen, The 
to a generalist manager? Netherlands. Tel: (. .) 31 3462 91548. 


DR What counts in business is integration of knowledge and action; Nijenrode has a solid interna- 
2 tional reputation in teaching just that. The School includes a Management Research Centre 
| and offers on its stimulating campus undergraduate, post-graduate and executive develop- 
ment programmes. 
NIJENRODE DEVELOPS PEOPLE... 





The Netherlands School 
of Business 














The | a Frankfurter Allgemeine Zeitung GmbH 
I nre bet INFORMATIONS 
1992: THE SINGLE EUROPEAN MARKET 


How European Business is Preparing and the Implications for Japan 
Asahi Hall, Tokyo, May 25-26, 1989 


Given the increasing importance of the Single European Market to countries outside the European Community, Asahi Shimbun, 

Frankfurter Allgemeine Zeitung GmbH Informationsdienste, and The Economist Conference Unit have joined together to organise 

a major conference on 1992 in Tokyo. Topics examined include: the reasons behind the Single European Market; the progress 

made to date in it's development; how European businesses are preparing to meet the new challenges; and, the implications for 
Japan - especially the Japanese business community. Distinguished European and Japanese speakers will include: 








Ambassador Andreas van Agt, Head of EC Delegation to Japan and former Simultaneous translation (Japanese English) will be provided for all speakers 
Prime Minister of The Netherlands. 
. Martin Bangemann, Vice President with Responsibility for the Internal For further details please complete the torm below and return it to: 
Market and Industry, European Commission InfoPlus Inc. (Asahi Shimbun EC Seminar Secretariat), 1-1-13-105 Azabudai, 
Raymond Barre, former Prime Minister of France Minato-ku, Tokyo 106, Japan Tel. 505- 4527 Fax. 589-3922 
The Rt Hon. Edward Heath, Member of Parliament and former Prime Minister 
of the United Kingdom Name 
Ing. Franco Debenedetti, Vice Chairman, Ing. C Olivetti and Company SpA 
and CEO, Olivetti Information Services. Italy Title 
The Lord Hunt of Tanworth, Chairman, Prudential Corporation plc (also 
Chairman of Banque Nationale de Paris plc) Organization 
Yoh Kurosawa, Deputy President, The Industrial Bank of Japan, Acting Address 
Chairman of the Committee on Japan-EC Relations, Japan Federation of 
Fconomic Organizations 
Akio Merita, Chairman, Sony Corporation and Deputy Chairman, Japan 
Federation of Economic Organizations, and others Tel Fax Telex 
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Unlike many rival communications systems 
ists we could name, Alcatel does not cater 
ht separate countries, manufacturing takes 


special 
Witness the fact that Research is conducted 


for an individual country as its home market. Rather 


the entire globe is treated as one. 
place in twenty-one, and serv 
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every arena in which Alcatel operates. Be it Public - | | 
Network Systems, Transmission, Business Systems, 
Cables or Network Engineering and Installation. 
It's an attitude that other companies would do 
well to follow. 
_ Fer only then could they have the same view 
of the communications systems market as Alcatel; 
namely, a global one. 





. Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 


























lese new materials have the potita for dried reduc ; 
e iding systems with increased | 






itter and antenna. Wien guidance c can a prwidé ys capabilit i 
| Hank missilet because its artic is not m by the o at which 


e radar i is now. six-for-six in tests against real daniela. During the Royal. 

ice tests , Hughes’ TPQ-36A radar successfully provided the targeting data 
issile its out of four attempts. A TPQ-36A three-dimens past | | 

s and forwarded the data to an illuminator radar that guided the missiles 

dapted Hawk (NOAH) program, a single TPQ-36A radar serves one 

d three launchers, which consist of three launching rails each. The recent. . 

tu Popi On, of the First Article Test which provided validation of the 
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| 7l radar system, contains * 
re: "s 3 ‘panel and ea dimnined: software n menus that allow head-up  . 7 
higt resolution 512 x 512 pixel display includes an alphanumeric character 
allows growth to synthetic aperture mapping modes. The unit also displays light - 
dark background for improved night operation. The APG-71 is designed and built by 
S. Navy F-k 4D Super Tomcat under contract from Grumman Aircraft Company. 
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ate for a prosperous - way out BP be com- 
ties of oil shocks, inflation and unem- 
ent. That mood will soon change. 
ie. 1990s the business ethic is going 
stioned, criticised, sometimes even 
Many of its supporters are in no posi- 
to answer back. | 
So far the signs of a change in her pro- 
business mood are just straws in the wind, not. 
solid evidence. But they do show which way the wind i is TE 
ing. In. 
the New York Times: five years ago the two top non-fiction 
paperbacks were both on business; last weekend they were on 
Palm Beach gossip and medical miracles. Remember Mr 
Ralph Nader, consumerist campaigner from those far-off 
` 1960s when business was everybody's whipping boy? Last No- 
~ vember, almost singlehandedly, he persuaded a majority of 
Californian voters to support an initiative that limited motor- 
insurance premiums, while doing nothing to change the crazy 
legal system that boosted premiums in the first place. And 
- applications to business schools barely rose this year, having 
soared earlier in the decade; the law schools, once in retreat, 
are strongly back in favour. 
The straws are not only American. The japanese used to 
revere the company man, ca worked selflessly for the good 
— “the corporation—and thus, by extension, of the nation. 
, day a new type is getting more attention, even a sneaking 
| n: the datsu-sara (corporate runaway), a word that 
invented because Japan had never known about 
a 10 drop out in order to, well, do their own thing. 
In Britain undergraduates at Cambridge are no longer rush- 
ing off to the high pay and dark suits of management consul- 
. tancy, banking, accountancy: more are taking a year off to 
_ ponder their future, and keeping their jeans on the while. 
And when West Germans were asked in a recent poll what 
Worried. them most, twice as many said pollution as said un- 
- employment—at a time when the jobless rate still stands at 
/496 compared with the 11/296 it averaged in the 1960s. 
~ Now look at some of the things that will make the anti- 
siness wind blow stronger in the next few years. Resent- 
ent over the pay and perks of executives is surely one: the 
ct that Mr Michael Milken, in a single year, got $550m from 
junk-bond employer; that the salaries and bonuses of 
erican chief executives rose by 22096 between 1977 and 
even though corporate profits were up by just 596 and 
of pro workers by 8096; that i in Britain over 































sh against business 





America look at the best-selling books on the lists of. 


| perceptions count far more than facts. 


to 3996 in West Germany, 2396 to 3496 in Japan, 2596 to 


would go on for ever, until company chairmen 
cuse and America's president had flowers i in 






the past four years company directors f 
increases that were a third more than th 
in average earnings. Envy is still at b: 
many countries where once it was s 
will return if those with the enviable 
cheques are no longer seen as folk heroe 
Business heroism is going to be harde 
public opinion turns green. Already in: 
Germany company chairmen think it esse 
tial to devote part of their annual report: 
explaining how much of their shareholdi 
money they are spending on cleaning up 
environment—and that is the part that gets the loudest a 
plause from eid ds The oil that has killed Alaska' so 
ters is now a powerful focus, and not just for Americans: “big 
company wrecks world”. No matter that only 0.00004% 
Alaska’s oil has ever been spilt; no matter that the next b 
chemical explosion may come from a company with a spotle 
record; when the public decides industry is spoiling natt 















































The green perception is bound to grow, if only becaus 
demography. Between now and 2025 the proportion of o 
people among voters will rise in every rich country: from 


in France. Old people prefer peace and quiet to new roac 
and factories. They like picture-postcard scenery, becau: 
reminds them of the good old days. If their incomes shrii 
they resent the affluence of others. They have plenty of ti 
to protest. They will be a powerful lobby against commerciz 
development, suspicious of businessmen, perhaps hostile t 
any economic growth. The successful chairman of the 1 
will be the one who has a way with old ladies. 
The other big factor that will strengthen the anti-busin 
mood will be rising unemployment. Economic growth is 
slowing down everywhere, in some countries more than 
ing after last year's boom. That means that in 1990 theo 
countries will have rising jobless rates for the first tim 
eight years. When unemployment leapt in the 1970s, pe 
and politicians looked to business to save them. The ui 
ployment of the 1990s is likely to be different: rising 
slowly, and after a period when business has just done its 
and there are fewer foreign villains (like OPEC) to blame. 


Every fashion has its day 


The simplest reason for thinking that the ue 
will turn is that that is what tides do. It was wror 
1960s, to suppose that what was happening on t 







































merican suspicion of business has waxed and waned. The 
ntitrust laws of the 1890s, the New Deal of the 1930s, the 
general rebelliousness of the 1960s: each came after a period 
when many people had come to accept that what was good for 
General Motors was indeed good for the country. 

- The next wave of anti-business sentiment will not copy its 
predecessors. For a start, it will probably exclude small firms. 
Japan's corporate runaways are not leaving their big-company 








starting their own little companies—mostly wine bars and res- 
rants. In the Recruit political scandal, the company that is 
oming out worst is not Recruit itself, which has pioneered 
e spread of part-time jobs in Japan, but Nippon Telegraph 
nd Telephone. The world’s biggest company is no longer 
en as a source of national pride, but as a selfish Leviathan. 


heir commercial success than of the human values they 
xly: personal freedom, independence, even a greater mo- 


neymen. Bankers have never been loved, nor asked to be. 
he old caricature of top hat and striped trousers, with belly 
bulging as much as wallet, has given way to the striped shirt 
vering gym-exercised frame sitting in Porsche. But the basic 
)pulist gripe remains—that these people don't really do 
thing. - | 
90 the coming anti-business mood will probably be con- 
trated on big companies and moneymen. Not all of that 
mood will take political form; nor will all of it translate into 
ts of new curbs on who can make what and where. And, 
aradoxically, one theme of the next ten years will appear to 
be rather pro-business: the protectionist idea that countries 
need their own strategic industries, the better to fight off the 
lastardly Japanese and Korean invaders. Mr Lee Iacocca, the 
hrysler chairman who in 1986 was the second most admired. 
an in America, was the quintessential big-businessman-as- 


ve months ago they said they had changed their minds. 
Now they are scolding President Bush for failing, during the 
sraeli prime minister’s visit to Washington. last week, to 
omise Israel’s prompt eviction from the occupied West 
dank and Gaza. Instead, Mr Bush endorsed an Israeli plan to 
old elections in the occupied territories. The aim would be 
o elect a body of Palestinians with a mandate to negotiate a 
settlement with the Israeli government. : 
_ Set against the instant independence so many Palestinians 
hope for, this proposal is a disappointment. It looks at best 
like a new version of the Israel-Egypt Camp David accords 
that the Palestinians rejected when they were still weak 11 


14 


wombs in order to meditate, or to lead marches. They are 


-That last point may well be what catches out the 


~~ folk-hero wh 


yo enomenon. | 


If small firms stay popular, though, it may be less because 


A 


o will no ble in the 1990s. But 


insistence that Japan is “taking over the backyard” will re- 


main a rallying call for those who share his view that "Adam 
Smith went out of style decades ago”. | 


Everyone a consumer i PNA 

It is views like that which make businessmen so ill-prepared 
for tomorrow's unpopularity. If they are to see off their critics 
with the minimum of damage.to the free-enterprise market 
economy, they need quickly to remind themselves of the true 
purpose and merit of such an economy: that it is the best way 
of serving the interests of consumers. The politicians who 
have praised and promoted deregulation and enterprise dur- 
ing the 1980s have too often.done so in ways that suggest all 
the change was to benefit producers. Since producers in the 
1990s are going to be seen as polluters, firers of others and 





liners of their own pockets, the real danger is that the anti- 


business reaction will turn anti-market as well. 


Actually, the market economy does not exist for the ease. 
and convenience of producers. They 


have to sweat and so: ` 
ers the right goo 








barriers andspecialtreatment. |. -— 
Even if the rhetoric and the actions were to change now, | 
they would not stop the coming anti-business mood. But they. 


would deflect it into the harmless sidelines of sociology. The - 
core of the market economy would not be attacked, and busi- 
nessmen would be put in their rightful place: cigar in hand, 
yes, but every one a servant of the customer. - 












gwill take place in negotiations between the 
Israel, not between the Palestinians and 
id [srael's withdrawal, if it happens, will come 
onfidence-building stages, not all at once. 
David, though maligned, incorporated these prin- 
t promised the Palestinians a chance to elect a "self- 
rning authority" in place of Israel's military government. 
dsrae troops would withdraw into "specified security loca- 
tions . This was to have been a confidence-building arrange- 
ment for five years only. By the end of the five years Israel, 
Jordan and the Palestinians were to have settled the final sta- 
tus of the areas in direct negotiation. 
t would be foolish to resurrect Camp David in al its par- 
ars. History has moved on since then. For example, a de- 
le of dithering has cost Jordan its chance to be Israel's chief 
erlocutor: plainly, Israel's partners must now be the Pal- 
hs themselves. A lot of Israelis have come to accept that 
st direct road to peace is to talk directly to Mr Arafat. 
tunately Mr Yitzhak Shamir, Israel's prime minister, is 
one of them. He probably never will be. 
^ This is a roadblock, but there is a way around it. The Pal- 

estinians should accept Israel's election offer. That does not 
mean trusting Mr Shamir. The Palestinians suspect that his 
real purposes are merely to placate the United States, buy off 
the uprising and drive a wedge between the PLO in Tunis and 
its supporters inside the occupied territories. They are right, 
to the extent that territoríal compromise still forms no part of 
Mr Shamir's programme. But, with skill, the Palestinians can 
turn the elections to their advantage anyway. 

Given the uprising, no fair election is feasible inside the 
























One: way to take Europe’ s farm subsidies down a much needed PEG 


"HE Uruguay round of trade NT 3 is a sickly child. When 
ministers from 96 countries met in Montreal last Decem- 
its second birthday, they found their progeny had still 
not to walk. After four months of intensive training, 
t he negotiators arrived in Geneva knowing that the round 
would have to make progress or die. After ten days of talking, 
they decided to plump for progress. Unfortunately they 
reached this conclusion only by dodging most of the hard 
| questions about the treatment their child really needs. 
Questions do not come much tougher than how to reform 
| agriculture. But, if the Uruguay round is to have a point, an 
answer to this question must be found. Agriculture is the 
most distorted part of the world economy. It costs taxpayers 
many billions a year in subsidies, and consumers yet more 
billions in unnecessarily high prices; and it causes the lion's 
-share of trade disputes. In case these are not reasons enough 
tackle reform, the Cairns group of 14 food-exporting coun- 
threatens to block progress towards freeing other bits of 
trade if some overdue common sense is not injected 
iculture. : ! 












a occupied territories without Mr Arafat's approval. By 





Israelis have been persuaded of the merit of | 


GATT's chance on the farm 











it, Mr Arafat will in effect have negotiated his first i 
deal with an Israeli government, even though the negotiat 
will have been conducted indirectly through Mr Bush. 
will provide a model for more deals to come. — 
The Israelis and Americans have not clinched de deta 

of the election plan. So the PLO will have a chance to s 
terms. It can ask for international observers, for Israeli t 
to withdraw—for a time at least—from the main towns, 
the participation of the (formally annexed) East Jerusal 
and for a promise that any resident of the areas, in 
known PLO sympathisers, will be allowed to stand. Above 
the Palestinians will want to be sure that the elections : 
be a first step towards an Israeli withdrawal, not an e 
themselves. They can reasonably ask the Americans 
this clearly, and give a promise that the elected body w 
allowed to start negotiating an Israeli withdrawal as soot 
takes office—not after a long cooling-off period. The 
cans should accept these demands, and offer ideas of t 
own for drawing the neighbouring Arab states, and eve 
ally the Russians, into the negotiations. 
In any fair election, PLO men and women will win, a: 
did—to Israel's chagrin—in the municipal elections of 
This time, though, the victors will not be mayors and co 
lors whom Israel can ignore, depose or deport at will. T 
will be national representatives, elected under the w 
gaze, with whom the world expects Israel to negotiate in go 
faith. That in itself does not guarantee success. But it give: 
Israel an interest in making the negotiation succeed. If it fails 
the case for talking directly to the PLO, or for the internatior 
conference Mr Shamir dreads, will simply grow stronger. 
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Thanks in part to pressure from the Cairns group, t 
meetings in Geneva resolved “to establish a fair and mark 
oriented agricultural trading system". This is revolutiona 
talk. Ever since Joseph advised Pharoah to hoard grain duri 
the seven fat vears, governments have interfered with the pr 


duction of food. 
Taking the medicine 


More recently, most rich governments have ded to stab 
farmers’ incomes by insulating them from market forces. 
FEC’ s common agricultural policy (CAP), for example, 
tects” European farmers in three Ways: it puts up barrie 
imports, in particular ' variable levies” which are equal to 
difference between the EEC's target price for a commodity 
the prevailing world price; it buys and stores surplus pro 
tion within Europe; and it subsidises exports to non-E 
pean countries to get rid of what is left. | 

Such protection—which is not unique to Europe—mea 
consumers from Paisley to Palermo pay up to four times t 
world price for food. Little of this extra money ends up int 




































poe kes a rer. particu . 
The apparatus of the CAP, and all the co Costs and frauds that go 
with it, gobbles up half its budget—27.5 billion ecus ($32.5 
billion) last year. And, because subsidies are paid according to 
how much a farmer produces and not to his need for them, 
e richest two-thirds of farmers get 9096 of the cash. 

-If rich governments are to honour their promises made 
ast week in Geneva, they will have to do two things. First, the 
sy part—abolish all the import restrictions at borders, and 
all the other devices that let governments intervene in mar- 
ts. Without such a clean sweep, promises to reduce the dis- 
rtions in trade are hollow. The masters of the CAP will say 
overnight that abolition is politically unthinkable. If so, 
merican calls to change all border barriers to tariffs deserve 
pport as a half-way house: they would ensure that domestic 
ices are pulled more into line with world prices. 

The trickier part is: how to carry on supporting those 
ers it is deemed socially necessary to support without dis- 
ing trade? Few farmers want to be put on direct welfare 
yments in return for keeping the countryside looking nice 
creating a few jobs in the Welsh hills. It would not be long 
re urban politicians began asking why unwanted farmers 
ould get more hand-outs than bankrupt greengrocers. 

-Å group of 80 economists, the International Agricultural 
de Research Consortium, suggests a way round the prob- 
n. They call it the PEG (short for production entitlement 
arantee). This would be a pre-set limit on the amount of 
e-support an individual farm would have a right to re 


Imperial India 





T T un cy and starting to bully 


[A is even bigger than it looks. Its soldiers control a 
part of Sri Lanka and keep order in the Maldives. It 
sat: Bangladesh as supplicant. It leans arrogantly across Pa- 
stan to give support to the Afghan government in Kabul, 
ich is Pakistan's enemy. Now it is trying to turn Nepal into 
assal. Unfashionably, Asia appears to be giving birth to an 
ibryo superpower with expansionist ambitions at a time 
ien the real superpowers of the world are at least trying to 
ok less menacing. 
The government of Rajiv Gandhi would claim that it is 
iot expansionist: that its actions are neighbourly and helpful. 
Sri Lanka it is trying to control the Tamil Tiger guerrillas; 
the Maldives last year it intervened to prevent a coup. The 
harge that earlier India had supported Tamil demands for a 
eparate state in Sri Lanka, and allowed the Tigers to train on 
ts territory, is shrugged off as history. A suggestion that the 
Aaldives coup was plotted by India to get its soldiers into the 
ountry is probably nonsense, but it is believed by some nor- 











oday's India is considered capable of acts usually associated 
h interfering autocrats. 

- India is the world's largest democracy, the inheritor of ds 
eachings of Mahatma Gandhi, and a leader of the non- 











most, 


nally sensible people among India's neighbours. Unhappily, 


ceive. For large, effic farms afr 
production would receive. support payments and the pe 
would be sold at the open market price. Most of the produc- 
tion of small farms, on the other hand |, would be supported. 
As long as the total amount of production that 

support is less than what is currently being: supp lied, prices on 
the open world market should be farmers’. main consider- 
ation when planning how much to produce. 

The advantages of such a scheme are many. Subsidies can 
be ratcheted down, and more of what money there was would 
end up with the farmers. originally intended to be. helped, 
since PEGs could be targeted at people rather than commod- 
ities. And, if PEGs were tradeable, they could be used to ease. 
the pain of rural change that is being felt in all rich countries. 
as farms get bigger and more efficient. PEGs would be more 
valuable to low-cost farms than high-cost ones, because they 
offer a relatively bigger margin of “profit” on the subsidy. 
This should encourage the efficient to buy out their less-effi- 
cient neighbours, who could use the lump sum to get out of 
agriculture and into something else. Š 

There are also disadvantages in the scheme, as bu L- T 
tectionists and free traders will argue. Free traders who feel 
they cannot quite support a full PEG should start working on. : 
specific alternative proposals to make farm trade really mar- 
ket-driven. GATT talks are painfully slow. Now the principle - 
of reform has been agreed, work on the detail needs to be 
pointed and quick. The Uruguay roundi is more than jede: 
through its allotted span. | 3 












aligned movement (albeit with a non-alignment that leans to- 
wards Russia). But these distinctions do not add up toa a li- x 
cence for India to do what it likes on the assurance thë ~ . 
knows best. Banglades 1, formerly a part of Pakistan, willi ||| - 
acknowledges that it owes its creation to India, But the war of 
independence in which India decisively intervened ended in 
1971. Gratitude is wearing a bit thin by now, and is hardly - 
sustained by India's overt support for dissidents in Bangla- - 
desh's Chittagong hills. As for Pakistan, for years it faced a 
Russian threat on its border with Afghanistan, all the time 
fearing a stab in the back from India. 






Nepal and Switzerland 


Of the countries of south Asia, only Pakistan i is anything like — 
a military match for India. Many Pakistanis are convinced - 
that they too are, or eventually will be, an object of Indian 
ambitions. They believe that India sees itself as the rightful 
inheritor of what was British India, just as Vietnam, until | 
quite recently, believed that it was the rightful successor to all 
of French Indochina. In India's new emp re the bureaucrats 
of Delhi would have authority o over. the: entire ontinent 
from İran to Burma. = | | 

Such speculation has been e 












. BLACK & DECKER 
CALTEX 
-MCDERMOTT 
MITSUBISHI MOTORS 
REEBOK MIDDLE EAST - 


They know that Dubai's Jebel Ali Fr 
has introduced exciting trade hesdoms ^ @ Noin rt duties/ 
and benefits, enabling companies to set up m= Unlimite cheap enemy. 


trading and industrial bases inthe 
Middle East. | i | They also know that with superb faciliti ies. 


including an extensive infrastructure, state- of- 
Just look at these benefits-unique to Jebel Ali. — the-art: communications, accommodation, 
1 100% foreign ownership. | hotels, hospitals, security and every modern. 
_1 Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportunity for 
a No corporate taxes for a minimum of 15 years. World markets. 


For more information contact 


Marketing Dept. No.08 

Jebel Ali Free Zone Authority, P.O. Box 3258, 
Dubai, United Arab Emirates. Tel: Jebel Ali 56578 
Telex: 46580 TPAJA EM, Cable: PAJADUB - UL. AE. 
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usiness International is proud to announce its 8th 

Annual Roundtable with the Government of Turkey | 
on the theme: "Investment, Joint Ventures, Mergers, 
Acquisitions and Divestitures in Turkey: Opportunities 
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and Challenges for International Business". le HET 
The Roundtable - to be held May 9-11, 1989 at the CM 
Ankara Hilton International — will be the first opportun- i 
ity for international companies to discuss critical | 
economic policy issues with Prime Minister Turgut Ozal, 
his new Cabinet and opposition leaders Erdal Inónü and 
Süleyman Demirel in the wake of Turkey's surprising 
municipal election results last month. i | 
For further details and registration kindly contact: 
( Susan Maybud gs ; 
Sponsored by: Boe ena aal SA Official Carrier 
| 12/14 chemin Rieu, um l 
1208 Geneva, Switzerland ` f ; 
Tel: (022) 47.53.55; a = 
Tix: 422669: TUNM HAVA YOLEAMI: 
Fax: 47.81.18 2 i TURKISH AIRLINES 
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, the country of the Yeti, the Gurkhas, Kat- 
not very democratic government? Yes, but also 
an independent sovereign state. 
idlocked, its main outlet to the world is through 
y of 15 border posts. When two treaties covering 
nd trade ran out last month, India closed all but two 
e posts and banned most exports to Nepal. The Nepalese 
e now desperately short of essential goods, including ır medi- 
“cines and fuel. —.— 
India wants a single treaty to cover both trade and transit. 
Nepal says transit isa necessity for any landlocked country 
and should ire with. ona — basis than Mod It 













The chs ad the temerity to. = arms from China last 
| ens first getting India’ S s permission. China and India 









_ Japanese engir 
nor the dolts they think themselves to be 


EN Japanese engineers make amens and video re- 


V corders, they overawe their western competitors. The 
same is true when they develop industrial mainstays like 
microchips and fibre optics. Yet, time and again, they bungle 
when designing aircraft or nuclear reactors. In software, they 
remain neophytes. Japanese engineers can indeed astonish, 
with advances that make people's daily lives easier; and they 
excel at spotting when an industrial product, such as a car, 
has become a consumer good and so needs to be developed 
and sold like one. But thinking the unthinkable—to i imagine 


new routes to, say, room-temperature superconductivity or 


~--clear fusion—nearly always springs from fertile minds else- 
.. iere. Why ? Does this matter? - 


. Take three differences 

- Three reasons suggest that technological creative genius is 
~ neither.a cultural prerogative of the West, nor anything like 
` the problem the Japanese have worried themselves. into be- 
_ lieving. More important for the West, the answers point once 
< more to the real strengths of America and to. continuing 
< weaknesses in Western Europe. 

" Consider first how markets in a Bum differ from those 
- that aren't. Japanese genius flowers where consumers are im- 
- patient for improvement. In consumer electronics, where the 
s and Matsushitas are supreme, obsolescence is mea- 































d ket-conquering ideas. To do so, they fix on achievable goals. 

That makes Japanese engineers advance i in incremental steps, 
risks are low and quality assured. America's inventive bril- 
ce comes from stretching out for the almost unachievable. 
oa American firms are "à! to risk cna if that 





Nepal? A small country of improbably ~ when’ they a agree to distan 


term design for a greater India garrisoned by its arm 


wliteers are neither the master race Americans fear . 


| gres its successes from brash companies like Casio, H 


'd in months. Firms must keep popping up with fresh mar- 


zarre demand is as though the Swiss were ordered by 
to loosen their links with Germany and Italy. 

Some reckon India is flexing its muscles simply b: 
Mr Gandhi's government faces a difficult election: 
united opposition could, just possibly, defeat M 
increasingly discredited Congress party. Án advent 
eign policy is the last hope of a worried governmen 
believe that, even though Mr Gandhi may see some 
advantage in his foreign calculations, it is peripheral 


men. This isthe fear among conspiracy theorists in S 
the Maldives, Pakistan and Bangladesh. 

= Mr Gandhi will not easily convince India’s mo 
ful neighbours that they are wrong. But he could sta 
the fears of the less suspicious with some well chosen. 
and deeds. The most persuasive deed would be an imme 
lifting of the siege of Nepal, followed by the negotiation o Ó 
treaties on trade and transit. 








statesman is a T Pee ora a trip to Pu moon w 
more than dollars and cents can measure. 

-Look next at the companies. Most of Japan's hig 
flops come from its old and honourable heavy-engin 


query s encre Wisdon: they a are blocked by hi a 
chy and sclerosis in the first group, encouraged in the secon 
Fortunately for Japan, its vigorous postwar companies are i 
the ascendancy. More fortunate still for America, it has mar 
more postwar companies than Japan. Here Europe resemble 
Japan more than America. 
Third, ponder education. Japan took a system 
France and a curriculum from America, which it drums 
with the mind-numbing determination of the Chinese. T 
gives Japanese students lots of facts but little theory, so t 
enter the working world with some of the most useful to 
around. Contrast that with the variety of higher educa 
America especially, where students are encouraged to 
an eclectic range of courses, drop out and drop in, go-on 
graduate school, and meanwhile never cease to challe 
fogies and crusty views. Little wonder that America's you 

and unruly engineers reach out for the stars or build bi 
dollar businesses, but fail miserably to make a better.m 
trap. Where western education concentrates on makin 
best better, Japan's goes flat out to raise the average. Com 
tence is the great virtue of Japanese industry. 
With only five Nobel prizes won by scientists born in 
pan to America’s 188, officials in Tokyo fret that their edi 
tion system may be damaging the prospects of the coui 
high-tech firms. They need not worry. Britain's universiti 































1ome-grown Fujitsus? Britain lacks: less foe good inventions 
han for good technology. The electronic device foreseen by 
Mr Brian Josephson while a student at Cambridge University 
von him a Nobel prize in 1973. But the lightning-fast 
osephson junction (used to make computers go faster) i is be- 

ng perfected in Japan. The CT scanner invented by EMI’s Mr 
Jeoffrey Hounsfield, which won him a Nobel prize in 1979, is 
low making American medical-equipment firms rich. 

~ If anything, Britain's experience shows that the curiosity, 
volity and fumbling so cherished by British boffins are the 
ingredients for creative success—but just about the worst 
r turning ideas into iex products. Americans 





Steven Jobs, they have harnessed their "book-learning to 
mmercial experiments. Unfortunately, too many of their 
sas have been hijacked on the way by the Pentagon. Because 
an has enjoyed America's military Pe for more 


ice timing, fellas- 





ie truth about Iran-contra is out at last, and nobody cares 





WOME news stories kill; others merely sting a little. If the 
J American public had known two years ago that Mr Ron- 
ld Reagan had flatly lied to them and to the Tower commis- 
ion about his personal involvement in getting help for the 
Nicaraguan contras at a time when aid for the contras was 
llegal, he might have faced impeachment. If Americans had 
nown one year ago that Mr George Bush also flatly lied 
; out his involvement, he might not have breezed through to 
White House; far from being “out of the loop", he appar- 
tly went to Honduras in 1985 to assure its leaders that 
nerica would increase aid if they would help the contras. 
me rolls on. There is Mr Gorbachev to think of, and oil 
The popular reaction now to the nasty details trickling 
of Oliver North’s trial in Washington is a “So what?” 

yw appears beyond question that Mr Reagan knew all 
fforts to help the contras—indeed, that most of his 
istration, possibly not even excepting the upright Mr 
ge Shultz, was up to its neck in knowing. What emerges 
saga of cover-ups and half-dissemblings on a Watergate 
le, but so nicely timed that nobody of note will get hurt. 





nveigled by the administration—indeed, steered—on to the 
rong trail. They decided that the relatively minor diversion 
f Iranian arms money to the contras,.and whether Mr Rea- 
an knew about that single detail, was what they were mainly 
oncerned with. Conveniently; it seems that Mr Reagan really 
id not know about that; and so Mr North, an obvious but 
ccepted scapegoat from the beginning, got the president off 
he hook. Last week the quid came due for that quo; it was Mr. 
eagan’s and Mr Bush's turn, willy nilly, to save Mr North 
from goingtojail ^ | 

.. Subordinates are not x si irod to rat on she superiors. 
e Reagan administratior may neve hoped that Mr North 








ut wl re are it its 


ve always had a more practical bent. From Thomas Edison. 


lot only the press, but two investigating committees were - 





eded to lure i its brightest brain : 
-has = e into motor manufactur- 
ing, consumer electronic, pharmaceu ti als and, nowadays, 
banking and securities. JE ME | 
If Japan's talented téthhologisti: anything, it is a 
E s instinct. Betting on favourites has paid off hand- 
somely for Japanese industry. But now that it has caught up 
with most of America's commercial technology, it will have to 
seek the big rewards, and take the big risks, of backing the, 
long shots. To do this, Japanese firms have to start letting 
their people be wrong, to fail magnificently. Glorious failures 
can lead to crowning successes: They will also have to start 
paying greater attention to the kind of people they currently 
ignore, because they do not fit the corporate mould. America 
has found the iconoclasts and the loners invaluable. Formal 
old Europe does not produce nearly enough of them. Japan 
has banished them, all for the sake of the corporate harmony 
it prizes s so much. | 






































would follow the T sO chin set bi Mr G. Gadon A 
Liddy after Watergate, of going to prison rather than spilling | 
the beans. But Mr North, ey focus of a $13m prosecution for- 
obstructing inquiries and lying to Congress, had been 
scapegoated several degrees too far. He drew the line. Always _ 
a good dramatiser, he is gaining sympathy in the press (while 
losing it in the American heartland); but even such a turn- 
about may not put fire back in the story. Old dramas con- 
signed to the filing cabinet—the Kennedy assassination, 
Chappaquiddick, the Princes in the Tower—may be ex- 
humed time and again, but the shock of their first discovery 
cannot be repeated. Much of the story has been. told too 
many times for extra discomfort now. Alt ret tru e 
the details, it is precisely these for which ub 
appetite. They are the stuff of history, not news. 






Sic transit improbitas mundi | 
The details of Iran-contra have now unearthed a range of de- 
ceit broad enough to make Americans properly furious, if 
they chose to be. But who can be angry two years late? The 
trial pulls in a crowd; but the issue is simply not hot any more. 
Mr John Tower, whose report on Iran-contra started a 
two-year fashion for now-disproven "snoozing president” 
theories, must feel a particular pang. He had the misfortune, . 
when his nomination came up as defence secretary, to be- 
come the news of the day. He knows, better t mE most, now 
the press and aie fi on scii 










tery of few some e peo 
; y fire. Some a are set tup: to draw i it. 
Ones have a kinder, gen ler dy A 






Switzerland isn't exactly one of the 
world's larger countries. That's why theSwiss 
had to think big, to thinkin global terms, right 
from the start. Particularly in insurance and 
finance, fields in which SWISS LIFE is an 
acknowledged international expert. 


We create innovative employee benefit 


UE Uem plans for multinational companies. Our 


"approach is pragmatic, reliable, perfection- 


a ist. Not a bad way of defining what we call the 


unique Swiss Life Feeling. And we demand no 


. less from our Network Partners around the 


: world. So that our clients can be confident 
hey're with the best in the business. What- 


er country they're in. They appreciate our 


total commitment to the task and our know- a 


how, backed by the worldwide Swiss Life 


Network which lets us pool all your local B 


employee benefit plans, oto. everyone's | ds 
advantage. | B | a x 
Why not find out more? Contact us at 
Swiss Life's Zurich l Headquarters or ge 
touch with your lo cal Swiss Life ^ 


Partner. Think big. Feel good. 


THE RIGHT DECISION - 


out Afe; Spain: 
gdom: Swiss Life; USA: Swiss f. 
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OTHER COMPUTER COMPANIES ONLY TALK 
ABOUT AN AFFORDABLE "TOTAL SOLUTION’ 
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VS 5000 — Sets the standard for assured it can be connected into your current operation without | 
' . abandoning your existing investment in hardware, software 
minicomputer price performance. ii 6 | 


and personnel. 
esigned to accomodate the diverse needs of small Wang also offer a large range of software solutions. 


businesses, large corporate departments or network These include over 2000 existing VS applications and for the 
services, the VS 5000 adds an impressive new dimension first time, Unix applications can run on the VS in native mode. 
to the VS minicomputer family with unmatched capabilities Perhaps Computer Systems News sums it up best in its 
and price performance. 8/8/88 edition. “ These systems (VS 5000) offer more bang for 
It's also small in size. the buck than is offered by Digital Equipment Corporation's 
But that's where the VS 5000 ceases to be small. Micro VAX 2, or is expected from IBM’s AS/400.” 
| Using the latest in CMOS technology, Wang has managed Imagine what the VS 5000 could do for vour business! 
to create a compact, low cost, mid-range computer that offers 
a fourfold increase in power over existing entry level systems. 
The VS 5000 is also the first mid-range computer capable WA N e 





of integrating image, voice, data and text into the same system. 


And as Wang is the leading multi-vendor integrator, rest MAKES ITWORK. 
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South Korea has had an economic revolution and political reform. nx og 
in Korean values are as striking. Not least of them: reborn national pride 


P THE past three years South Korea has 
undergone two momentous changes. Af- 
ter 25 vears of galloping economic growth, 
its external current account went into sur- 
plus in 1986, for the first time in the coun- 
try's statistical history. Two years later its 
politics turned democratic: last spring Mr 
Roh Tae Woo became the first South Ko- 
rean president in almost 30 years to achieve 
power through votes rather than guns. Yet 
both these changes pale beside a third one: 
ever those 30 years Korean society itself has 
‘en turned upside down. 

Only recently have South Koreans be- 
gun to think about that change. In the flurry 
of political news, their daily newspapers do 
not spend much space on the sort of human- 
interest stories that absorb readers in Eu- 
rope or America. Every day in South Korea 
seems to bring a new political row, every 
week a foreign-policy initiative, every month 
some vote or other. Recently, however, 
newspapers reported two telling glimpses of 
life in today's South Korea: 

e Four young sisters, part of a family of 
seven living in a miserable two-room flat in 
Seoul on 250,000 won ($375) a month, tried 
to kill themselves with rat-poison. They 
wanted, said one who survived, to. leave 
their parents more money to educate their 
young brother. 

@ At one of the traditional set-piece riots in 
the centre of Seoul, radical students put on 
their usual act, slinging petrol bombs and 
what American journalists call rocks at the 
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riot police. The police in turn responded 
traditionally, dragging dozens of demon- 
strators off to jail. Yet the policemen—con- 
scripts, many of them of the same age and 
educational background as their op- 
ponents—were seen silently mouthing the 
words of the students’ radical songs. 

Both times, it took foreigners (from the 
Washington Post and the Wall Street Jour- 
nal respectively) to put the bare facts in 
their social context. In one case, the mix of a 
hoary tradition—sons matter more—with a 
new one, new at least to the Korean poor: 
get educated, get ahead. In the other, the re- 
sults of education: a society where today's 
student is tomorrow's cop (or vice versa), 
where authority and its enemies are as one. 

While all else changed, South Korea had 
only two presidents between 1962 and 1988. 
Both were generals, both had taken power 
through military coups. Under their iron 
hands, the economy flourished. But many of 
the tensions brought by economic growth 
stayed hidden. The citizenry were not en- 
couraged to speculate about what kind of 
place their country was becoming. 

Mr Roh Tae Woo, who took office in 
February 1988 after several months of politi- 
cal crisis, was more than just another presi- 
dent. True, he too was a general, indeed a 
graduate from the same class at the military 
academy as his authoritarian predecessor. 
But he achieved power by election, not in a 
coup, and in his first year of office all the 
stresses that were present but hidden before 





have suddenly become visible. 

Not that South Korea is a country 
agonisedly torn by conflicts between the 
forces of stability and of revolution, old 
country and new town, rich and poor. By 
and large, it has gone through its social 
transformation—and population growth of 
55%, to 43m, within 25 years—remarkably 
smoothly. Yet what a transformation. 


From $500 to $4,000 


Only a generation ago, this was little more 
than the southern half of an unforgiving, 
mountainous peninsula jutting out of Asia 
towards Japan, its former colonial master. It 
had been devastated by an internecine war, 
with plenty of help from the Chinese and 
their western opponents. South as north of 
the artificial dividing line, most Koreans 
lived by farming. Development had to start 
from scratch at the beginning of the 1960s. 
Today, South Korea is a crowded, industrial 
country whose capital looks more like Hong- 
kong every year. 

The story starts from its brisk economic 
development. In 1964 GNP per head, in to- 
day's terms, was around $500. lt is now 
around $4,000. The lives of most South Ko- 
reans have changed beyond recognition. 
The proportion of them who work on farms 
has fallen by almost two-thirds; the propor- 
tion in manufacturing jobs has trebled. 

From these figures almost all else fol- 
lows. Thirty vears ago South Koreans' staple 
diet consisted of rice and kimchee (fer- 
mented vegetables). Poor people ate fish 
rarely, and meat maybe once a year. When 
food was short, the government had a solu- 
tion: try mixing barley with your rice, it's 
healthier as well. 

In the early 1960s the average Korean 
could expect about 2,000 calories in his 
diet—undernourishment by any western 
standard. Today's figure is nearly 3,000 calo- 
ries. Between 1965 and 1985 meat consump- 


tion trebled. Rice consumption per head 
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non-farm households, as they turn to other 
foods. Most of the inhabitants of Seoul have 
for years had enough to eat, Now they are 
tching on to the health fads of Europe and 
erica. 
Between 1965 and 1985 the number of 
doctors per 10,000 South Koreans doubled. 
at of dentists trebled. The number of hos- 






T food and health care, children now tower 
r their grandparents. Today's 14-year- 
d South Korean boys are llcm—4'^ 
r1es—taller than their counterparts of 
965. They can once again look the Japanese 





orarily taller than the Koreans, the Japa- 
ese. used to be known in Korea as 
1om—little people. — ^ 

'om food to consumer durables. Until 
mid-1970s General Park Chun Hee's 
'ernment made it hard for South Koreans 
ind anything much to spend their money 
When the chance came, they suddenly 
ought all the consumer goods in sight. Vir- 
lly every household has a television set— 
in the country as in the town, though 
ny of the countryside’s sets are still black- 
white. By 1985 one-third of urban 
eholds and one-tenth of rural ones had 
ashing machine. Those figures must be 
ch higher today. 
ustrial and commercial development 
anged women's lives even more than 
The proportion of women who work 
risen to 45%—high for an industrial 
intry—while the proportion of men at 
though higher than that, has fallen. 
that women find this an unmixed bless- 
Korean men work longer than almost 
yi hers i in the world, but Korean women 








an woman in a manufacturing job 
d more than 55 hours a week. Yes, 55. 
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t e ouh it is now falling again among | 


ital beds per 10,000 trebled, while that of © 
urses rose more than twe lvefold. With bet- — 


the eye. Until prosperity made them tem- 





Pru dires companies that odd not. t get t a 


away with it at home, usually specify which 


sex is wanted. No wonder the first stirrings . fro 
of.a women's movement have already ar- E. then 
rived. Whereas more than 40% of South zem 

. Koreans aged over 60 think women's work ^. 
should mean only housework, fewer ante. UN 
. 1396 of those aged 15- 19 agree. | 


The middle class 


One single social change is as significant as 


all these combined. South Korea now has a 
flourishing urban middle class. That is evi- 
dent especially in Seoul, where average 





wages are almost 700,000 won (over $1 000) ‘ 
a month. On a first visit to the capital, it is 


hard to believe that the national GNP per 


head can be as little as $4,000. 


In Seoul a great migration has taken 
place from the wooden one-storey houses 
north of the Han river, where the old walled 
city began,.to new southern suburbs. In 
these suburbs, families live in boxy apart- 
ments without granny and with fewer chil- 
dren than before. They are richer (and more 
homogeneous) than their counterparts 
north of the river. They patronise hairdress- 
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are “hard to come by, 
habit of using in- 
vented names to avoid tax, and the fact that 
more than 6096 of all South Koreans are in 
any case called Kim, Lee or Park. But a poll 
conducted last. year by Gallup' s local asso- 
an 1.7m South Ko- 
reans have money in the stockmarket. The 


fold, Believable f 








number of different holdings, says the re- 


search department of the stock exchange, - 
doubled from 1986 to 1987, and ane 
again by the first half of 1988, 


Changing values — . k 
As the daily lives of Koreans change, so, in- 
evitably, do their attitudes. — 

Until the end of the 1970s the army was 
South Korea’s ruling class. It had been 
brought to power under the Japanese mili- 
tary occupation from 1910 to 1945, and its 
prestige had been bolstered by. President 
Park Chun Hee, who put many soldiers in 
top government jobs. But, although the gen- 
erals remained i in charge until last year, the 
army's prestige had already been badly dam- 
aged by an incident at Kwangju in 1980, in- 
which soldiers killed more than 200 
demonstrators, 

The damage proved irreparable. It made 
many soldiers disapprove of military inter- 
vention in politics (though the first time 
serving officers openly expressed disap- 
proval was this year). The Kwangju blood- 
shed also changed the attitudes of the 
cleverest young Koreans. Young men i 
still conscripted for military service in t —— 
middle of their university courses, but the 
brightest no longer want to go to the mili- - 
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Up to date rate of interest available by telephoning Bank of 
Scotland, Jersey 0534-39322. 

. Simply complete the coupon and enclose your cheque. An 
z acknowledgement of your deposit will be sent by 
return and your cheque book will follow a few 
days later. 


Are you looking for an offshore 
account based in Jersey offering- 


@ High Rotes of Interest 
@ No notice of withdrawal 


@ A cheque book facility 
@ Interest paid gross (tax free} 


A Money Market Cheque Account 
with Bank of Scotland and Bank of 
Scotland (Jersey) Ltd provides 

that and more ... 




























INTEREST PAID GROSS 


*Conoaend Antei Rate . 

@ Deposits accepted in Sterling or US$ 

@ Minimum deposit is £2500 or 
US$5000 a i KARI Sterling 

@ Interest is calculated daily and | "n ‘Interest Paid Gross Applied Rate-Compound 
applied monthly ». US DOLLARS OR STERLING Argal Rate Foa ests rates may oe 

@ Statements issued quarterly THE BEST OF BOTH WORLDS ee IURI AMISSO 


minimum balance being retained. 





*Apphed Role Starling. "Compound Annucl Rote 


Bank of Scotlond was constituted im Edinburgh by Act of Scots Parliament in 1695, Bank of Scotland Proprietors Funds [paid up capital and reserves) oi at 29th February BS were 
£$50.3 million. Bank af Scotland Jersey! Ud was incorporated and is situated in Jersey and is o wholly owned gebtidiary of Bank of Scofland. The paid up capto and reserves of 


Bank of Scotland [jersey] Utd; os ot Sst December 1987, were £12 million, Copies of the Ánnual Report and Accounts of Bank of Scotland and ol subaskary Company Bank of 
Scotland [Jersey] Ltd are available from Bank of Scotland, PO Box 588, 4 Don Road, St Helier, jersey or from Bank of Scotlend, Head Office, The Mound, Edinbur gh EHTTYZ, 


Deposits made with offices of Bank of Scotland ond Bank of Scotland (Jersey! Lid are nat covered by the Deposit Protection Scheme under the Banking Acct 1987. 



































To Bank of Scotland Money Market Accounts Centre, I/ We enclose my/our cheque for £ lrninimom £2,500) 
4 Don Road, St Helier Jersey mode payable to Bank of Scotland. : Z ; 
i/ We wish to open a Money Market Cheque Account. I/We enclose my/our cheque for US$ (minimum US$S000) - 
l/ We are aged 20 or over (Please complete in BLOCK CAPITALS). made payable to Bank of Scotland llersey) Ltd. , y quee 
i Should the cheque not be drawn on your own Bank Account, please give: 
TULL NAME Oh LL LL LL LL eee 9 details of your bankers. | | : 
MY/OURBANKERS ARE _ —————— A 
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tary academy as their forebears used to. 

South Korea's new elite is its bureau- 
eracy. A journalist visiting the government 
offices at Kwachon, just outside Seoul, will 
usually find three officials present at every 
briefing: a director-general in his 50s, in 
charge of a large chunk of a government de- 
partment; à director, specialising in the mat- 
ter in hand; and the director's deputy, in his 
mid-20s. Bright, fluent in English, and often 
educated at an American business school, 
the deputy-director knows the detail and an- 
swers the questions. You could well think he 
was the man in charge—and South Korea 
will have a formidable government machine 
when he is. 

With the disappearance of military rule 
has come a change in attitude to social disci- 
pline. Like Japan, Korea is a society that has 
traditionally placed more emphasis on the 
group than the individual. Under the gener- 
als, it was also a place where most people did 
what they were told. No longer. 

That change is most evident in labour 


— relations: witness the wave of strikes that 


has hit the country since Mr Roh Tae Woo 
came to power. These strikes express more 
than demands about wages or conditions. 
They are a sign that the days when employ- 


— ees could be relied on to work without com- 


E plaining have gone. An official poll for the 


m. 
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government's economic-planning board 
found in 1985 that 3396 said they were satis- 


- fied with their working conditions; by 1988, 


when conditions had, if anything, im- 
proved, that figure had fallen to 21%. 
Even the chaebol, the handful of big 


- conglomerates that dominate South Korea's 


export industries, are coming uneasily to 
terms with this. It is no longer acceptable, as 


it was only two years ago, for them to hire 


gangs of toughs to beat up trade-unionists. 

Other traditional practices are disap- 
pearing. Children no longer always bow to 
the ground before their parents, as they 
used to. One English merchant banker re- 
counts how five years ago, when he met a 
Korean businessman for lunch, they went 
down together in the lift. It stopped at every 
floor, for there were scores of other employ- 
ees who also wanted to go out to lunch. 
When they caught sight of the manager, 
however, the workers on each floor bowed 
low and refrained from getting in. That 
might still occur today, but it would cer- 
tainly no longer seem natural. 

Attitudes to possessions also have 
changed. Although under President Chun 
many Koreans filled their houses with gad- 
gets, conspicuous consumption was frowned 


` on. Most luxury goods were taxed to the 


skies. The rich tried to conceal their wealth, 
for fear of inviting "requests" for political 
donations to the comprehensively mis- 
named ruling Democratic Justice Party. 
Grand houses in the smart districts of Seoul 
were often rented to foreigners, or left 
empty altogether. Imports were discour- 
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aged. Cars were black, and the few who 
could afford one also had a driver. Even in 
the early 1980s two street-lamps in three 
were left off to save power, and restaurants' 
opening hours were restricted. 

Now that South Korea's current ac- 
count has been healthily in surplus for three 
years, the need for such restraint is gone. 
Under President Roh, some liberalisation 
has already taken place. And the very rich 
and the middle class alike are suddenly re- 
alising what fun spending money can be. 

This year South Korea's carmakers ex- 
pect to sell them more than 700,000 new 
cars. Many will be bought by or for women, 
who are doing social driving for the first 
time, joining the jams that are expected to 
cut average speeds on the streets of Seoul by 





half over the next five years. Department 
stores are doing booming business, at prices 
higher than in London. Jindo, a Korean firm 
that dominates the world market for fur 
coats, expects its domestic sales to grow ten- 
fold in 1989. In January people aged under 
35 were for the first time allowed passports 
for holidays abroad. The number of South 
Koreans who go abroad this year is likely to 
double to 1.5m (should someone warn them 
how their furs will be greeted in the wildlife- 
loving West?). 

For those who are less lucky, such dis- 
play is galling. The urban poor have become 
sensitive. So, too, have farmers. Early this 
year 12,000 of them gathered outside the 
National Assembly building in Seoul for a 


demo in favour of protection and against 





taxes. It soon turned into a riot. 

Their concerns are easy to understand. 
The countryside is losing its population fast, 
as farmers' children move to the cities in 
search of money and fun. Left behind are 
the eldest sons, who stay to inherit the 
farm—but find it ever harder to discover a 
wife prepared to join them on it. Unlike Ja- 
pan's farmers, many of them part-time and 
most well-off, South Korean farmers are 
heavily indebted. Rural incomes used to be 
higher than urban incomes. Now they have 
fallen behind. 

Nationalism rises 

With prosperity, South Koreans are experi- 
encing a great wave of national pride. Inter- 
est is growing in their history and culture. 
Hangul, the Korean alphabet invented by 
King Sejong five centuries ago, is gaining in 
popularity at the expense of Chinese charac- 
ters. The lunar new year, rather than t' 
Gregorian, was celebrated three mont | 
ago. This national warmth extends even to 
North Korea, described by diplomats who 
have lived there as a chilling and rigidly Sta- 
linist dump run by an elderly megalomaniac. 
No matter: lots of South Korean students 
have become keen to promote reunification, 
some indeed admiring the megalomanic Mr 
Kim Il Sung as enthusiastically as most de- 
spise their own president. 

Nationalism has a dark side, too, in prej- 
udice against America and Japan. Anti- 
Americanism is rife among students and 
left-wingers, who complain that America 
has perpetuated the division of the Korean 
nation, forcing them, on top, to endure the 
miseries of capitalism, decent food and con- 
sumer electronics. 

Deeper still is Koreans' hatred of Japan. 
Its harsh occupation of Korea until 1945 is 
readily remembered (or at least retold), and 
its present intentions are mistrusted. Al- 
though 700,000 South Koreans are learnit 
Japanese—the two languages are similar— .. 
recent opinion poll found that almost 9096 
of South Korean primary-school children 
said they disliked Japan. 

Yet the most obvious manifestation of 
the new mood is positive, a vivid conscious- 
ness of South Korea's economic and politi- 
cal success. Especially after the 1988 Olym- 
pic Games, held in Seoul, South Koreans 
have acquired an unshakeable confidence 
that their country can do anything. 

One day, of course, they will find they 
are wrong. And their overestimation of Ko- 
rea's importance in the world can lead to 
some funny results: as when a lunchtime 
stopover by President Bush on his way home 
from Hirohito's funeral is described as a 
summit meeting. But look again. This is the 
first time for a century that Koreans have 
rightly been proud to hold their heads high. 
And believing you can do anything is at least 
the first step to doing it. 
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The Japanese learn how to 
spend their winnings 


FROM OUR SPECIAL CORRESPONDENT IN TOKYO 


A torrent of cash has poured through Japan this decade. It has helped, 


through the Recruit scandal, to uproot Ja 
y startling effects on Japan’s social an 


eq 


T IS not news that Japan’s GNP and in- 

come per head have risen remarkably 
since 1983. The increase in wealth is a less 
familiar story. Between 1980 and 1987 the 

lue of Japanese assets nearly doubled in 
„n terms; in dollar terms it went up four- 
fold. Today Japan has a little more GNP per 
person (again in dollar terms) than America. 
Each Japanese has three times as many assets 
by value as each American, four times as 
many as each West German, five times as 
many as each Briton. 

Some of this has happened because Ja- 
pan has become much richer in relation to 
the rest of the world. Since 1983 Japan has 
accumulated more than $400 billion in cur- 
rent-account surpluses, and it now has 
about that much in net external assets. The 
sharp rise in the yen since 1985 (it now buys 
about twice as many dollars as it did then) 
has made the Japanese that much richer in 
dollar terms. But the Japanese have a lot 
more spending-power at home too. 

The rise in asset values has been stagger- 
ing. The increase in the value of Japan's fi- 
nancial assets in 1987, the last year for 
which figures are available, was bigger than 
the country’s GNP; the same was also true for 
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anese politics. Will it have 
financial stability? 


the increase in the value of fixed assets in- 
cluding land. Similar increases also seem to 
have happened in 1988. In America in 1986- 
87 the increase in the value of financial as- 
sets was on average 30% of GNP; in Japan as 
recently as 1981 the rise in the value of fi- 
nancial assets was only half of GNP. 


Getting richer 
Japan's: 
[ev 


Increase in: 
o financial assets 


E fixed assets (including land) 


There are a lot of theories, none prov- — 





able, about what has been going on. One is - 


the "Tokyo magnet” theory. From the top 
of a sleek Tokyo skyscraper you can, on the 
rare clear day, see a horizon within whose 


compass almost half of Japan's GNP—and — 
therefore 796 of gross world product—is . 


generated. In the boom years Tokyo's econ- 


omy has grown faster than Japan's as a | 
whole. The movement of people into greater - 


y 


Tokyo has slackened, but the movement of 


companies—of domestic and (especially) — 


foreign ones—has not. Hence the startling 
rise in Tokyo land prices. 
Another theory is that the Tokyo land 


prices and the stockmarket—the most con- | 


spicuous things behind the rise in asset val- 


where else to put their cash. Profits were 


ues—got their boost because firms had no- | 


high from good foreign sales and yen appre- — 


ciation but, until recently, returns from pro- — 


ductive investments inside Japan were low. 
Land and equities were a better bet. , 


Although the reasons for the increase in. 


wealth are obscure, the results were not. The 


first was a rise in consumption, some of it — 


shockingly flashy by Japanese standards. 


There is some evidence that a small class of - 


people became exceptionally rich from the 


+ 


sharp increase in the current-account sur- — 


plus in the mid-1980s and from the yen's: 
sudden rise. In 1987 spending on consump- 
tion by non-wage-earning households 
(meaning self-employed people, including 
most farmers) went up five times as fast as 
consumption spending by wage-earners. 
This happened in part because of the sud- 


denly higher incomes of people in export - 


and related businesses. But there are signs 


that they also began trading on their higher | 


net worth, for example, by buying second 


400 Jan 1983=100 
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= | Sorry wasn’t enough 


FROM OUR TOKYO CORRESPONDENT 


MEMORY plays such terrible 
tricks. Fighting to save his 
government and his own 
career, Mr Noboru 
Takeshita, Japan’s prime 
minister, owned up this 
week to receiving political do- 
nations worth Y151m ($1.2m) from the 
d Recruit company in 1985-87. Only a few 
—. | months before, Mr Takeshita was saying, 
— || hand on heart, that the only thing which 
had come his way from Recruit were some 








immediately found himself forced to re- 
open debate on the government's ¥60.4 
trillion budget without the opposition. 
The main opposition parties have been 
boycotting the debate since March 8th. 
They insist that Mr Nakasone first testify 
to parliament under oath about his role in 
the Recruit affair. 

The ruling Liberal Democrats have 
threatened all along that they would drive 
the budget through, even without the op- 
position's participation, if a compromise 
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over Mr Nakasone's testimony could not 
be reached. The government is managing 
to pay most of its bills from a stop-gap 
budget, but this will run out on May 20th. 
Supporters of the ruling party in the con- 
struction industry are already squealing 
for road-building contracts that have 
been put on hold. So are authorities in 
northern Japan, where the construction 
season is short and public-works projects 
need to be started by the summer if pork- 
barrel funds are not to be lost. 

All of this points to a deal over Mr 
Nakasone. His faction members—who are 
crucial to Mr Takeshita's survival—have 
sworn that their leader “will never testify 


cut-price shares bought by a rela- 
A tive and a former secretary. “I am 
| feeling political and moral respon- 
— | sibilities very strongly,” he told par- 
— || liament on April 11th. He added 
|| that all the donations had been 
-|| handled in accordance with the Po- 
= | litical Funds Control Law. 
| Well, er, perhaps not all of 
| them,the prime minister had to ad- 
mit the following day. Very sorry, 
some of the Recruit money had in- 
advertently come in slabs too large 
~ || to be legally slipped into bank ac- 
| counts without informing the au- 
thorities. Mr Takeshita promised 
.| not to be so careless next time. 
|| The prime minister's effort was 
- || supposed to extricate him from the 
scandal and switch the spotlight 
| back on to his predecessor, Mr 
|| Yasuhiro Nakasone. It was also in- 
| tended to get parliament's stalled 
= | budget debate moving again. But 
— || the public did not buy it. Neither 
— || did the opposition. Mr Takeshita 
iT Em 





. homes (which they then rented out) to take 
. advantage of tax breaks, and spending the 
|. proceeds. 
=  Therise in consumption, which quickly 
trickled down into wage-earning groups, 
. took many now-familiar forms. The Japa- 
- nese began travelling abroad in greater num- 
- bers. They began heavy buying of foreign 
designer goods (especially Louis Vuitton 
bags, which Tokyo’s Marui department 
- stores have had trouble keeping in stock for 
= the past two years). People in their 20s 
= started saving less. 
3 Some of the extra consumption slid 
— Over into extravagance. Some of this has 
—— been quite welcome to foreigners trying to 
. sell more to the Japanese: Narita, Tokyo’s 
— main airport, is now a bigger fish market (by 
value) than Tsukiji, Tokyo's central fish 
_ market, because of the high-priced fresh sea- 
.. food being flown in from all over the world. 
.. Some of the new wealth is remaking the face 
— of Japan. Mr Hiroshi Takeuchi, the chief 
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Sorry Takeshita 


economist of the Long-Term Credit Bank of 
Japan, says that in Yuzawa, a spa town of 
8,000 people near Tokyo, 20,000 apart- 
ments have been built in the past couple of 
years and sold to the Tokyo rich for their 
weekend use. 

The second big consequence of the in- 
crease in wealth has been a focusing of atten- 
tion on the equity and land markets as 
places to make quick gains. This has been 
brought under the spotlight by the Recruit 
scandal. It was, after all, a property subsid- 
iary of Recruit whose shares were handed 
out to politicians. And the politicians made 
their killing through what had in the 1980s 
become a customary stockmarket manipula- 
tion for political donations: the shares were 
sold dirt-cheap, just before the subsidiary 
was floated, guaranteeing the recipients an 
enormous profit when the company went 
public. The broader public has not been en- 
tirely left out. Many individuals—though 
apparently few companies—have borrowed 


under oath in the Diet as long as 
investigations are under way”. This 
suggests that Mr Nakasone may ex- 
plain himself to parliament, though 
not under oath, and not before the 
public prosecutor winds up his 
investigation. 

Mr Nakasone's supporters are 
increasingly confident that the 
prosecutor, try as he may, will find 
no ground for charging their man. 
They would probably be content 
with a solution now being discussed 
behind the ruling party's closed 
doors. All Liberal Democrats impli- 
cated in the scandal would make 
statements to parliament—not un- 
der oath but under a 1985 law on 
political ethics. Mr Nakasone 
would be joined before parliament 
by Mr Takeshita and leading mem- 
bers of his cabinet. This would be 
even more than the opposition has 
bargained for. How it would be re- 
ceived in the country at large is an- 
other question. 





against the higher value of their proper . 
holdings to invest in the stockmarket (which 
has risen even more steeply). 

The striking feature of Japan’s new 
wealth, however, has remained the rise in 
land prices. The explosion was detonated in 
Tokyo in 1986-88, and the shock waves have 
now spread to Osaka and other big cities. In 
the 12 months to end-January 1988, residen- 
tial land prices in Tokyo went up by nearly 
70%. In 1987 the average selling price of a 
new house in greater Tokyo (only 10% of 
residential sales are of existing homes) was 
more than ¥63m ($435,000). 

Big jumps in Japanese land prices hap- 
pen every seven or eight years, and the latest 
one came on cue, Many of the things that 
make land costly in Japan are chronic de- 
fects of policy: strict development regula- 
tions, a tax system that favours farmland 
and discourages sales of any land, trade pro- 
tection that keeps food prices (and thus 
farmland prices) high. What seems to have 


THE ECONOMIST APRIL 15 1989 


aaa daar a a AC 


c VET rer, I 





caused the unusual increase this time was a 
lot of cash looking for somewhere to go, 
high demand because of fast economic 
growth, and a dearth of supply. In the past, 
governments were able to release land (farm- 
land, public lands) on to the market; those 
sources have dwindled. 


Why a crash need not come 


The new rich face plenty of resentment, 
which is to be expected in a country where 
income differences are slight (the top fifth of 
Japanese earn only about three times as 
much as the bottom fifth, compared with a 
multiple of nearly ten for Americans). But 
there is a lot to mitigate the envy. Most nota- 
ble is the fact that, even though few people 
are growing suddenly rich, nearly everybody 
is enjoying large rises in purchasing power. 
After that first burst of consumption by the 
newly rich in 1987, there has been a steady 
wave of rising consumption by everybody 

se. It is hard to feel too furious about the 
BMWs when you are stocking up on Louis 
Vuitton yourself. 

But what of the land prices? Who can 
afford a home any longer? Most people, is 
the surprising answer. Japan has one of the 
world’s highest rates of home ownership: as 
much as 85% for those over 65, 70% nation- 
wide, perhaps 50% in Tokyo itself. Most 
people can buy a home, because they have 
one to sell. 

People in their 20s may be saving less, 
but instead of trying to scrape together 
enough for a house they seem to be invest- 
ing in flats that they hope will appreciate 
enough by the time they are 40 to trade in 
for a house. For those who do not own any- 
thing, the rental market is in effect 
subsidised by tax breaks for owners of flats 
who rent them out at a loss. It is not an ideal 
housing market, but it is hardly the stuff of 
popular revolt. 

The darker thought is that the dizzying 

ises in land and equities may be followed by 
an even more dizzying fall—and take down 
the rest of the rich world's stock and prop- 
erty markets with them. One of the main 
doomsayers is Mr Kenichi Ohmae, the To- 
kyo head of McKinsey, a consulting firm. He 
has argued that much of the rise in the To- 
kyo stockmarket is based on land-price in- 
creases: both because the balance sheets of 
Japanese companies have been bolstered by 
the rise in the value of their property hold- 
ings, and because property is being used to 
secure loans for buying equities. A bad fall 
in one of these over-extended markets, runs 
the reasoning, will lead to a reinforcing de- 
cline in the other. 

One trouble with this view is that the 
link between the land and equity markets 
may not be so strong after all. It is individ- 
uals, not companies (which are far more in- 
fluential), that have been securing their 
stock transactions with land. The stock- 
market has been going up for many other 
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reasons besides the rise in the property hold- 
ings of listed companies. Mr Yoh Kurosawa, 
the deputy governor of the Industrial Bank 
of Japan, points out that his bank's stock 
has risen from Y400 to Y4,000 even though 
it has no property holdings. 

Another shaft of light in the gloom is 
that both the stockmarket and (even more) 
the property market are thin markets. Only 
about a quarter of equities ever change 
hands, and land is sold infrequently and in 
small plots. In other words, underlying 
pfices may be lower than quoted ones; and it 


is likely the market has partly discounted 
this in its valuation of companies (those in- 
terested in a more technical explanation 


should see page 79). Lastly, in the case of 


land at least, there may be no bubble at all: 
in view of Tokyo's recent GNP growth, its 
internationalisation and the dwindling 
availability of new land, property there may 
cost what it does simply because of demand 
and supply, not because of speculation. 
Japan's new wealth is—sometimes ex- 
traordinarily—remaking the place. There is 
not much reason to think it is undoing it. 





India and Nepal 


The parable of the yam 


FROM OUR CORRESPONDENTS IN KATMANDU AND DELHI 


PAL is "a yam between two boul- 

ders", said King Prithivi Narayan 
Shah the Great, who unified the country in 
the eighteenth century. Today one of the 
boulders, India, is exerting crushing pres- 
sure on the yam. 

Since March 24th India has enforced a 
partial blockade on its neighbour. It has 
closed 13 of the 15 crossing points on the 
border of the landlocked country and re- 
stricted the flow of essential goods into Ne- 
pal, including fuel and medicine. The block- 
ade began on the day two treaties between 
India and Nepal covering trade and transit 
lapsed; India has refused to extend them. In- 
dia wants them replaced with a single treaty 
which, it says, would enable it to control 
smuggling. According to India, huge 
amounts of goods are brought into India 
duty-free by people who pretend the stuff is 
destined for Nepal. Nepal says that it needs 


Heading for the green channel 


permanent access to the outside world, and 
that a transit treaty should not be linked 
with trade. 

The haggling is overshadowed by Ne- 
pal’s relations with the other boulder, 
China. Since the trade and transit treaties 
were signed more than ten years ago, Nepal 
has become slightly less dependent on India. 
Nepal and China are now linked by a road 
built by the Chinese. Last year Nepal 
bought arms from China; Nepal says they 
were for internal security. According to In- 
dia, they included anti-aircraft guns and mis- 
siles. India says the purchase broke a 1965 
agreement under which Nepal promised to 
buy arms only from India or, if India could 
not meet its needs, from Britain or America. 

Indian officials claim that “essential 
commodities” are being supplied to Nepal 
"because we are concerned about the com- 
mon man’. However, in the Nepalese capi- 






























al, Katmandu, there are lon 


ing. Food prices are rising because of lack 
f transport. Many factories are near clos- 
g. The cement industry, which relies on 
dian coal, is in a desperate state. 

.. Neither Nepal nor India wants a rupture 
the special relations between them. More 
in 3m Nepalese work in India, and their 
nittances are a useful contribution to Ne- 
's GDP. Katmandu is a favourite summer 
ot for rich Indians who fill the best hotels 
d lose money in the casinos. But Nepal is 
; suspicious of India's bossiness to- 
is its neighbours. It is publicly defant, 
yoping to arouse international concern 
out the plight of a small country. 

- India would probably not like to be re- 
inded that the last landlocked country to 
- blockaded was Lesotho, which is sur- 
inded by South Africa. After three weeks 
low rations in 1986 Lesotho came to 
el. Nepal hopes to hold out longer than 
The government is preparing the Nep- 
for the hardships that lie ahead if India 
ntinues its blockade. Nepalese politicians, 
ugh, are deeply worried about how much 
sure a yam can bear. 
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! A CORRESPONDENT IN AUSTRALIA 





BOR has kept its promise to Australia's 
trade unions. Mr Paul Keating, the trea- 
r (as Australia's finance minister is 
d), announced a deal on April 12th that 
iunts to giving the unions all they asked 
. People who previously praised Mr 
ing have turned against him. They ar- 
that the Labor government simply can- 
afford the deal. 

The government's wooing of the unions 
roes back to 1983. It got them to accept 
ge restraint in return for a say in policy. 
ie unions i up with a cumulative real- 


The timing was bad. Prices are going up 
n annual rate of nearly 896, demand is 
awing in imports, and the current-ac- 
deficit for the year to end-February 
A$15 billion ($12 billion). Nevertheless, 


» from 49%, starting in July. Tax on low 
ings was cut to 2196 from 2496. These 
cost the treasury A$4. 9. billion in 
evenue. Mr Keating increased welfare 
ments; the rise will cost A$710m, but 
a general election due by July next year, 
E expedient. On top of all 
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g queues to buy 
araffin used for cooking. Few cars are rün- - 


eating cut the top income-tax rate to 


15 are to get an already negoti- - 
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Mr Keating is hoping to keep the econ- 
omy on the straight and narrow by making 
cuts in his August budget. Defence spending 
is static in real terms, a crackdown on social- 
security fraud is promised, and federal 
money for state governments is to be cut. 
Some economists think the budget cuts 
should go deeper. They want the govern- 
ment to come up with ideas to encourage 
Australians to save more and spend less. 
They also want the unions pushed harder to 
end archaic work practices. 

The government is hoping that the tax 
cuts, together with its boast of having cre- 
ated 1.3m jobs and reduced the unemploy- 
ment rate to 6.296, will get Australians to 
overlook their immediate economic woes. 
But voters who demanded the extra money 
are unlikely to stop complaining about the 
high interest rates that must accompany it. 
Opinion polls indicate that voters are more 
concerned about mortgage rates of 16% 
than about tax cuts. 





China and Taiwan 


Three Noes v 
Four Principles 


FROM OUR CHINA CORRESPONDENT 


HE language of diplomacy has infinite 
nuances—-especially in Chinese. In early 
May Taiwan's finance minister, Mrs Shirley 
‘Kuo, will lead a delegation to Beijing for the 


annual meeting of the Asian Development 


Bank (ApB), She will be the first official of a 


mainland since 194 ). Later this month ath- 
‘letes from Taiwan will go to Beijing for a 
gymnastics competitio 
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(another first) and 
will go there-again next year for the Asian 
Games. Yet Taiwan, which calls itself the 
Republic of China, is still technically at war 
with the People's Republic of China. What 
has happened. to Taiwan’s “Three Noes”: 
no compromise, no negotiation and no con- 
tact with the communist mainland? = 
The official- answer is that Mrs Kuo is- 
attending an international meeting, and so 











will have no contact with the "communist .. 
. bandits” 


. Another answer is that China has 
agreed that Taiwan’ s athletes can compete 
under the name “Chinese Taipei” instead 
of "Taipei, China". In the private babble of © 
the Chinese and Taiwanese, the phrase . 
"Taipei, China" apparently means that the 
authorities in Taiwan are subordinate to 
those in Beijing—which is why at last year’s»: 
ADB meeting in Manila Taiwan's delegat 
covered up "Taipei" on their name tags. - 
Yet the linguistic contortions may mat- 
ter. Economic gravity is drawing China and 
Taiwan irresistibly together. Taiwan is the 
world's 13th biggest trading nation, and its 
20m people have an income per head of 
more than $6,000, compared with $300 for 
each of the 1.1 billion mainland Chinese. 
Taiwan s businessmen need to invest over- 
seas to avoid protectionist trade barriers 
and to secure cheaper labour. That is why 
Taiwan is now Asia’s biggest overseas inves- 
tor after Japan. It also why Taiwan's busi- 
nessmen, already avid traders with the main- 
land (albeit indirectly), are so keen to invest 
there. Mrs Kuo's forthcoming visit may sig- 
nal that China and Taiwan are searching for 
a political bridge to match the economic one 
already thrown across the Formosa Strait. 
A Taiwanese renunciation of its claim 


to the mainland and an acknowledgment of. 


the island's de facto independence would E 
the simplest solution to the political 
lem. But it would be heresy both to Taiwan's 
Kuomintang government and to the main- 
land’s communists (who promise they - 
would then invade). How can progress be 
made while the shared dream of a reunified 
China is honoured, at least in word? | 
China's communists suggest "one coun- 
try, two systems", the formula used for the 
recovery of Hongkong. Taiwan, unwilling to 
be put on a par with Britain's colony, says 
no. It looks west for inspiration. The Tai- 
wanese foreign minister, Mr Lien Chan, says 
he has-been instructed to. study the idea of 
"one country, two governments’. Taiwan’s 
wistful hope is that foreign countries may - 
yet recognise both it and China, rather as 
they do the two Germanies. - | 
The.Chinese are not about to go for 
Har but there are some signs of accommo- 
dation. -  laiwan's official ideology is en- 






















For the handicap golfer beating par is a 
iderable challenge. As a golfer Martyn 
Arbib brings the same determination and 
concentration - so much in evidence on the 
golf course - to achieving better than average 
performance in the equally challenging field of 
fund management. 

Although October 87's Black Monday hurt 
private and professional investors alike, 
international stockmarkets have recovered ; 
much lost ground, and shares around the world. 
are clearly moving in the right direction. di 

Most commentators are agreed that, taking 
a two to five year view shares will provide 
excellent value for today's investors, and 
currently increasing volumes of business and 
rising share prices support this view. 

Martyn Arbib and his investment team, 
however, are not content merely to enjoy the 
benefits of more favourable investmen 
conditions - they're out to beat par, to get as 
much performance as they can from 
international stockmarkets. 

| Like the golf swing, it's difficult to get 
timing exactly right, but Martyn believes that 
investors who are running an historically high 
level of liquidity on that part of their overall 
assets that would normally be allocated to 
equities, should be looking to reduce that 
liquidity. 

And remember that offshore unit trusts are 
an especially convenient and potentially 
rewarding vehicle for equity investment. 

The value of a unitholding, and the income - 
derived from it, can fall as well as rise and the © 
realisable value of units is determined by - 
reference to the ruling bid price. | 

For details of the Perpetual range of unit trusts, 
simply write to: Perpetual Unit Trust Management (Jerse 
Limited, P.O. Box 459, 19 Seaton Place, St. Helier, Jersey. 
Channel Islands. Tel: Jersey (0534) 68448. 
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Bront Department, “We are not opposed to 
e Three Principles of the People. Our 

mmunism has already incorporated the 

ree Principles of the People." Mr Yan 

en says that "neither side should impose 

s views on the other”. 

. Optimistic rumour has it that if Taiwan 


North Korea 


OM A SPECIAL CORRESPONDENT IN PYONGYANG 


‘HE railway station at Pyongyang is, like 
other public buildings in the North Ko- 
n capital, spotlessly clean, as might be ex- 
ted in the country of President Kim Il 
1g, generally known as the “great sun of 
nkind". Understandably, a sense of 
Ock was experienced at the highest levels 
government when an opposition slogan 
as reported to have been sprayed on a sta- 
on wall. 
Just who committed this act of sacrilege 
is not known. Its very existence would have 
mained a secret but for the fact that 
it was seen by foreigners. There is dis- 
sent in North Korea; just who the dis- 
senters are remains one of the myster- 
les of one of the world's most 
secretive countries. All one can be 
certain of is that the dissent is not 
confined to an urchin with a spray 
can. Rumour, the oral equivalent of 
graffiti, thrives in Pyongyang. 
> One rumour, widely believed, is 
that attempts were made on the life of 
President Kim in 1986 and 1987. Two 
explosions on trains are believed to 
have been the result of sabotage, and 
ere are said to be have been several 
dustrial strikes. 
In a police state as fierce as this 
, domestic dissent can be con- 
olled.. More worrying for the gov- 
ment is that it can no longer count 
much on the support of its allies 
sia and China. China's disen- 
ntment with North Korea dates 
ick to Mr Deng Xiaoping’s visit in 
79. Mr Deng showed that he was a 
an of taste by commenting 
favourably on the 66-foot golden statue 
Mr Kim in Pyongyang. Because of Presi- 
nt Bush's visit to Beijing this February, 
Orean officials are calling the Chinese 
merican puppets”. Although China sent 
soldiers to fight alongside the North dur- 
g the Korean war, this is never acknowl- 
edged now, not even at the country's war 
museum. 
China and Russia continue to bankroll 
e country but are increasingly worried by 
r Kim's grandiose projects The current 
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n Mingfu, | 


the Chee Communist party's United | 





.. softens enough China might forgo | its insis- 
tence on the “Four Cardinal Principles" as _ 


the basis for reunification: leadership of the 
Communist party, the socialist road, the 
dictatorship of the proletariat and Marxism- 


Leninism-Mao-Zedong-Thought. Whether 


this means anything in plain Chinese is a 


matter that most Chinese, on the mainland 
and in Taiwan, happily ignore. 


igns of trouble in the perfect land 


ones include a four-lane road to the border 
with South Korea, in a country which has 
almost no cars, a 3,000-room hotel which, it 
is claimed, will be the world’s tallest, and a 
football stadium seating 150,000 people. 
None of these has any economic justifica- 
tion, though they are expected to impress 
the thousands of foreign visitors invited to a 
youth festival in July. 

Neither the Russians nor the Chinese 
can do much to persuade Mr Kim to agree to 
reforms. It is pointless to argue with a man 





The great ES ES as Pyongyang ig burns - 


who claims his system is raka already. But x 
they are uneasy that his son, Mr Kim Jong Il, 


is his presumed successor. Over the past 
three years the press and broadcasters have 


become increasingly shrill in their praise for. - 
Kim Junior. Even the most forbearing Kore- ` 


ans must be getting weary of being told that 
this pudgy, bespectacled 41-year-old, called 
the "dear leader", is a genius excelled only 
by his father, "the on great leader existing 
inthe world". . 

His succession is opposed by several 


country's military men that | 
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r The ae chief, 





them, Hei is ‘béliev te 
in an unexplained 7 
is now back in the ł ierarchy, where he ranks © 
as number three. — ^ 

at may have crossed t he minds of the 
‘a coup will 
change the course of government. A dynas- 
tic Korea is not their formula for: ‘Meeting 
the challenges of the 1990s. They are aware 


yave been badly hurt 














of the widening economic: gap between 1 





North and South, which can only worsen © 
unless the North opens its doors to the © 
South and the rest of the world. But ever aor 
willingness by the two Koreas to recognise 
each other seems as far away as ever. Kim 
Senior flatly turned down the idea when the 
Rev Moon Ik Hwan, a South Korean Presby- 





terian minister, put it to him last week. For 


his pains, the minister was arrested for con- 


sorting with the enemy when he returned © 
Seoul on April 13th. — ^ " 
As for the world, it display: sana most ae 
total lack of interest in North Korea. Only- 
one western country, Finland, has been rep- -- 
resented in Pyongyang since the Swedes and. 


the Austrians closed their embassies, frus- 
trated by failures to get payments on their 
share of the $5 billion North Korea 
borrowed in the 1970s. ^ ^ 
What. of the ordinary Koreans 
among the North’s 20m people? Even 
at this level there are mysteries. In 
Pyongyang there are those who say 
that many Koreans do not get enough 
food, that rickets is common among 
: children, that medical treatment is 
not free and that medicines are often 
- not available. Meat, they say, is eaten 
- only three times a year, on national 
. day and on the birthdays of the dear 
| leader and the great leader. If that is > 
[.— true, this Saturday, April 15th, Kim — 
. Senior's 77th SERE should be (uM 
feast day. qase 
|: . Butit may not be 
not all the truth. TI 
streets of Pyongyang 






eople on the 


friendlier than they were a few years. 
back. They are prepared to give dire 
tions to a lost foreigner when at one  . 
time they would have ignored his re 
quest for help. Their clothes are more - 

colourful and varied than they used - 

to be. Officials go so far as to dispute 
that DOR get is isolated. bs p to 





irs factories in nae rt where wages 
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WASHINGTON, DC - 






"Y^ HE President is settling in. He has faced 
. his first crisis, in Alaska, his first strike, 
_. Eastern Airlines, his first defeat by Con- 
g gress, over the wretched John Tower, his 
5 "first embarrassment, with "ethics", his first 
. change of heart under the pressure of public 
. Opinion, on guns, his first change of na- 
tional policy, on Central America, his first 
4 round. of futile diplomacy, on the Middle 
East, and his first addition to the White 
House. facilities: a horseshoe-pitching pit. 
w is he handling the job? 
ie conventional wisdom of Washing- 
says: not very well. The public says: fine. 
Washington Post-ABC News poll at the 
ing of April, 7196 approved of how 
seorge Bush was handling his job, com- 
-> pared with 62% approving Mr Ronald Rea- 
? gan in April 1981. This does not mean a 
great deal. Mr Jimmy Carter got more than 
8096 in early 1977. Yet the feeling persists 
t the general Washington carping at Mr 
sh is not shared by the rest of the country. 
nericas government is highly per- 
Style m matters. So here are dive adjec- 




















tives to describe Mr Bush's style as it has 
emerged in the past three months. 
Spontaneous. Mr Bush likes to do 
things on the spur of the moment: drop i in 
on an aide's office instead of summoning 
him; call in some journalists to lunch; de- 
scend on the cafeteria of some hapless 
school because it is "education week" and 
eat the pizza that the stu- 
dents have learnt to avoid; 
take Mr Yitzak Shamir off 
to the Air and Space Mu- 
seum to watch a film about 
| « flight; take a puzzled Mr 
d MM Hosni Mubarak off to 
oak Mr Bush throw the first ball of the 
baseball season. The contrast with Mr Rea- 
gan, whose days were planned in advance, 
whose speeches and even small-talk were 
scripted on three-by-five cards, and who 
knew where to stand because there was a 
white cross on the ground, could not be 
more marked. White House aides used to 
enjoy pointing out the contrast until Mr 


Richard Nixon, of all people, complained to 


other people’s scripts. He reads line 








Mr John Sununu, the chief of staff, t 
was cruel to Mr Reagan. Mr Bush apolo 
to the sage of Bel Air. 
— Journalists are in two minds abo 
Bush style. They fly into a rage when a 
scripted puppy-and-horseshoes event 
their competitors a scoop, and thei 
cumb to exhaustion merely trying to 
up with the president's frenetic sc 
But they have to admit that after 
of complaining about snooze and a 

manipulation by Mr Michael Deaver 

produced the television spectacular 
as the Reagan years, they ought to we 
spontaneity. In general, print journa 
better off, getting to ask the preside 
questions; television types are wors 
missing the glamour of the set-pieces. 
Down-to-earth. Mr Bush ha 
away many of the Reagan imperia 
pings. He allows himself to be s 
settings other than on a red carpet, 
by a band and backed by a bank of heroe 
He is to be found jogging, or working 
| 7 playing with the grand 

dren or tossing horsesh 
(more like the Waleses than 
the Windsors), though t 
like Mr Carter he does n 
make a virtue of cartyi 
his own bags. He is try 
em to de liked by Washington, wher 
Reagan, cultivating the wider public, 
hard to be feared. Mr Bush is positivel 
spired at winning over foes with little ge 
tures, notes and favours, a skill Mr Reaga 
entirely lacked. His political theology is oi 
of relationships: he loves picking up th 
phone to call other world leaders. | 
He seems to have all but abandoned: 
jor speeches. He communicates t 
press conferences, interviews and brie 
ments. Gone are the Saturday radio | 
casts and florid perorations to picked 
ences. Mr Bush has never been happy 























































































































convincingly than Mr Reagan and it 
too many of his own phrases. He has c 
graded the speechwriters’ office, cu 
pay, reduced their number and got ri 
those who have written for him 
shows. He has not made a men 
speech since becoming president. - 

Bipartisan. America is learning 


under coalition government for th 


- president ever to face a 
gressional opposition 
jority in both houses 
was strengthened, 
than weakened, b 
tion that elevated : 




























































_ WASHINGTON, DC 


OST of the criticism of Mr Bush is 
= coming not from the "official op- 
position", the Democratic party, but from 
_ other quarters. The right wing of his own 
party brought down the sky on John 
. Tower's head. Conservatives have been 
equally vocal in the criticism of Mr Bush's 
style, which they think is a betrayal of Mr 
Reagan's legacy. Individual Democrats are 
rude about the president, but collectively 
the party has said little. “ 
_. This is partly because the Democratic 
party is fighting internal battles. Mr Jim 
Wright, who as Speaker of the House is 
the party's senior figure, is 
. besieged by the House ethics 
committee’s investigation of 
his. Texan dealings. Mr Ron 
Brown, the party's chair- 
man, is busy establishing his 
credentials as a moderate 
—who happens to be black 
rather than vice versa. Mr 
- Jesse Jackson, the party s per- 
manent campaign, is in the 


doghouse after supporting 
Mr Timothy Evans's third- 


Mr Bush cannot scare Congress the way pre- 
vious presidents have done. At his inaugura- 
tion he promised bipartisanship and de- 
manded the same in return—and he is, 
broadly speaking, getting it. Many of the 
jore contentious issues of the Reagan 
ta—the contras, debt, nuclear missiles, 
ven the budget —look suddenly susceptible 
compromise. Mr Bush has paid a price for 
ice with the opponents of the contras: in 
ct giving Congress a veto over future pol- 
- This induced his counsel, Mr Boyden 
ay, to protest at the erosion of presiden- 
-power. And the Republicans in Con- 
ss are frustrated at being pawns in the 
hite House's game. 

“Other Republicans warn the White 
ouse that too much appeasement will only 
et the Democrats' appetite, and wonder 
Mr Bush has not chosen the wrong forts to 
end. Just as Mr Reagan' made a tactical 
or by choosing the popular plant-closing 
vision as his reason for vetoing the trade 
ill last year, so Mr Bush has chosen to make 
tand over how much to raise the mini- 
ium wage—although, unlike Mr Reagan, 
has already conceded the principle that it 
ist be raised. 

On the budget, Mr Bush is playing a 
raftier game, finessing rather than capitu- 
iting to Congress's demands. By leaving his 
wn proposals vague, but not so vague that 
ongress rejects them altogether, he has en- 
bled the two branches of government to 














The silent opposition 


party challenge against the party's official 
and successful candidate for mayor of 
Chicago, Mr Richard Daley. (Mr Daley 
had the disadvantage in Mr Jackson's eyes 
of being white.) Mr George Mitchell, the 
party's leader in the Senate, is invisible. 
But the Democrats have a deeper 
problem than that. After their third suc- 
cessive loss in presidential politics, they 
are in a blue funk. They dare not trumpet 
their traditional principles and policies, of 
compassion and taxation to pay for it, of 
accommodation with the Soviet Union 
and support for trade unions. Mr Bush 





Ingratiating Brown, invisible Mitchell, inevitable Jackson — 


begin talks on the budget, and even to 
sketch out the beginnings of a deal. Simi- 
larly, the ethics bill Mr Bush proposed on 
April 12th calls Congress's bluff by demand- 
ing that lawmakers hold themselves to the 
same standards they expect of others. 

Cautious. A hallmark of Mr Bush's 
style has been caution. He said nothing 
about the Alaskan oil spill for three days 
and then stuck to palliative statements 
about how much safer oil drilling was than 
people thought. He lets his cabinet secretar- 

Y ies announce government 
policy, from Mr Sam Skin- 
ner on Eastern Airlines to 
Mr William Reilly on ozone 
to Mr Nicholas Brady on 
debt. Some of this caution 
may be wise. But, con- 
fronted with a disagreement in the cabinet 
over the joint development of the FsX fighter 
with Japan, he compromised after pro- 
longed indecision. Mr Brady's debt policy, 
like Mr Richard Darman's budget, was mas- 
terfully lacking in detail. As for foreign pol- 
icy, a yawning void still awaits the outcome 
of the grand "strategic review”. 

Reactive. The word that is threatening 
to stick to Mr Bush, as “malaise” stuck to 
Mr Carter, is "drift". The world does not 
wait on strategic reviews, Others begin to set 
the agenda. Mr Bush has been at his best so 
far when dealing with an existing problem: 
debt or thrifts.or Washington's crime-and- 


l ans E golan most itf 
these and poisoned the rest. 

The yearning for new issues is palpa- 
ble. Senator Bill Bradley talks wistfully of 
the day when: he electorate will get inter- 
ested in third-world debt, or an appropri- 
ate response to perestroika. Former Gov- 
ernor Bruce Babbitt of Arizona longs to 
get through his message of the need to tax 
consumption. Two senators, Messrs Tim 
Wirth and Albert Gore, are desperately 
trying to flog the greenhouse effect and 
the Ámazon rain forest into political is- 
sues; it is lonely work. Senator Sam Nunn 
and Congressman Dave McCurdy are 
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finding equally uphill work turning na- 


tional service for students into a talking | 
pom Both the latter issues got top billing - 
at a recent conference held 
by the Democratic Leader- | . 
ship Council, the group try- ^ 
ing to nudge the party right- 
wards. Both were upstaged | 
by an argument there be- | 
tween Mr Jackson and Sena- | 

tor Chuck Robb of Virginia 





| over whether the party 
~~ should appeal to the political 
| -centre or develop its tradi- 

- tional base. Internal feuding 














as usual, in other words. 13 
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when not bn. out his kc and 
convictions. . 

Much of the blame for the White 
House’ s reactive manner is now attaching it- 
de // self, perhaps unfairly, to Mr 





Sununu, who has driven 
out many of those who 
know the teers best. 
7 Ther speak - 7 





M 1 ' maining rival to the chief oe 
staff zi is still in the White House is Mr a 
Gray, who felt so left out that he went public 
with his complaints: about the Nicaraguan 
deal. 

Mr Bush did not need any fresh ideas af 
his own during the election campaign—in- 
deed, he positively avoided them—on the 
vindicated theory that any original thought 
is simply an invitation for withering fire 
from the opposing trench. But now Con- 
gress, scenting a vulnerable and reactive 
president, may begin to take the initiative 
from him. In his first three months, when a 
president is traditionally at his most power- 
ful, Mr Bush has won no victories, achieved 
none of his. policy goals. Indeed, he has 
barely stated any. 

“The more you learn. about ones 
Bush, the more you learn that no man has 
ever been so ready to be president," said his 
commibrelals during last : year ’s HU peg 
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Abortion 


A march and 
a mudale 


WASHINGTON, DC 


IGGER than Martin Luther King's 

civil-rights march in 1963, maybe as big 
as the great protest against the Vietnam war 
in 1971, Sunday's march on Washington 
carried neither the political nor the moral 
weight of those two turning-points in Amer- 
ica's history. The marchers—celebrities, 
families, students, in numbers the police 
conservatively estimated at 300,000—are 
campaigning to preserve a woman's con- 
stitutional right to end her own pregnancy. 
Their opponents, who already control the 
political high ground, lay claim to the moral 
high ground too. The public's thoughts on 

e issue are ambivalent. 

To complicate matters, the occasion 
that drew all these women (plus quite a few 
men) to Washington is a constitutional is- 
sue, which in theory ought to be completely 
immune to public opinion, however pas- 
sionately demonstrated. On April 26th the 
Supreme Court will hear oral arguments on 
a Missouri anti-abortion law that has been 
ruled unconstitutional by the lower courts. 
The Missouri law leads off with the assertion 
that life begins at conception (thus implic- 
itly transforming abortion into infanticide). 
. It forbids the use of state money even to ad- 
vise a woman on an abortion and it makes 
private abortions in the later stages of preg- 
nancy difficult. 

The Reagan administration decided last 
autumn that the Missouri case would be a 
splendid opportunity for the Supreme 
Court to reconsider and overturn Roe v 
Wade, the benchmark 1973 decision that 

tablished a woman’s right to choose abor- 
yn. When asked, the court agreed to hear 
the case. 

It is unlikely, but not impossible, that 
the justices will indeed reverse the ruling 
this year, thus returning all abortion policy 
to state governments. Women’s groups de- 
cided the risk was too great to ignore. 
Changing the focus of a long-planned equal- 
rights march, they set about enlightening 
the public (and indirectly the justices) on 
the social disruption that recriminalisation 
of abortion would cause. Women, in their 
hundreds of thousands, would still seek 
abortion; in those states that had made it a 
crime, they would do so illegally—and dan- 
gerously. Some marchers carried wire coat- 
ag as a nasty symbol of old back-alley 


The Supreme Court now tilts unmistak- 
ably to the right. But the overruling of Roe v 
Wade would need both of the newest jus- 
tices, Justice Anthony Kennedy and Justice 
Sandra Day O’Connor, to vote with their 


THE ECONOMIST APRIL 15 1989 








Lobbying the constitution 


fellow-conservatives. Mr Kennedy, Mr Rea- 
gan’s last appointee, has kept mum on abor- 
tion but has shown himself a robust right- 
winger on everything else. Mrs O’Connor 
has criticised Roe v Wade and has indicated 
that she would like to give the states more 
licence to regulate abortion procedure. Yet 
she is believed to be rather more inclined 
than Mr Kennedy to hesitate before taking 
the radical step of reversing the 1973 ruling. 
The most likely result, say Supreme Court 
watchers, is that Roe v Wade will live on for 
a bit—but it will be hedged about with 
restrictions. 

Both camps in the abortion battle claim 
the silent majority to be on their side, and 
substantiate their claims with selective quo- 
tations from a muddle of contradictory an- 
swers to opinion pollsters. In a sense, both 
sides are right. 

Most Americans believe abortion to be 
morally wrong. They are uncomfortable that 
it has been made so easy—about 3096 of 
pregnancies now end in abortion—and that 
the decision to abort is nearly always taken 
for non-medical reasons (it is also, nowa- 
days, nearly always taken very early in a 
pregnancy). They would like the state gov- 
ernments to be able to impose certain re- 
strictions, beyond forbidding the use of 
state funds. At the same time, most Ameri- 
cans do not want Roe v Wade to be over- 
turned, and they believe that the decision to 
abort is one that a woman should make for 
herself. 

The positions are irreconcilable. Ameri- 
cans want abortion, a miserable business as 
almost everybody agrees, to be legal but not 
quite so legal. 

EDENDI EUI——————————À— 
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Taxes 


Pity the taxman  - 


WASHINGTON, DC 


HE annual income-tax filing deadline 

(April 17th this year, since the 15th is a 
Saturday) is probably not the best moment 
to beg sympathy for America's tax-collector, 
the Internal Revenue Service. But spare a 
tear. Strapped for cash, understaffed, stuck 
with antiquated technology and burdened 
with a tax code made more complex rather 
than simpler by tax reform, the IRS is losing 
ground against tax dodgers. The estimated 
“tax gap" —the amount owed to the govern 
ment but not voluntarily paid—will be 
about $87 billion for the 1988 tax year, up 
from $63 billion in 1982. 

The 1986 Tax Reform Act increased the 


fairness and economic efficiency of the tax 


AMERICAN SURVEY - 
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code. For wealthy individuals and big com- 


panies, though, the act added complexities — 


to an already complicated system. The rules 
governing private pensions, for example, 
have become so intricate and numerous that 
a cult of lawyers, whose job is to pore over 
and understand “hundreds of pages" of 
regulations, has developed within the al- 
ready arcane field of tax law, according to a 
former IRS commissioner, Mr Jerome Kurtz. 

To make sure the wealthy comply with 
these regulations, the agency needs money 
and talented people. As a result of penny- 
pinching by the Reagan administration, the 
irs sorely lacks both. After starving the 
agency in its early years, the White House 
reversed course somewhat in 1985. But 
funds are still inadequate. A budget crisis, 
induced by last year’s pay rise and additional 
health-benefit costs, prompted the IRS to 


give some taxmen multiple tasks and slowed — 


down the processing of returns. The Gen- 
eral Accounting Office reported last month 
that IRS staff who answer questions on the 
telephone are incorrect 40% of the time. 
Tax experts say that tax compliance de- 
pends on two factors: providing solid advice 
to those who want to pay their taxes hon- 


estly, and catching those who do not. With — 


the ms scrambling to keep abreast of the 
law's complexities—since 1975 there have 
been 138 laws amending the internal reve- 
nue code, including 13 new laws since the 
1986 reform—its ability to enforce the tax 
laws has declined. However, the 1986 tax re- 


form did improve compliance among indi- — 


vidual taxpayers: their tax gap declined from 


$79 billion in 1986 to $63 billion in 1987,an — — 


IRS study found. 


During the 1988 election campaign, Mr 


George Bush denounced Mr Michael Duka- 
kis's proposal for tougher tax enforcement 
as an insult to the honest taxpayer and an 
infringement on American freedom. Mr 
Dukakis's enthusiasm for enforcement 


stemmed from his experience as governor of 
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Total tax gap,1988 
$87.1bn 


% oft 
As % of total C n 


The tax gap 


Individuals 73.8 
Nonfilers 8.4 oat 
eros 1.3 ——— ot 
Overstated credits 1.3 —— 


Overstated 
deductions 7.0 ——— 


Understated 
income 55.8 — 


Compliance rate: individuals paid 84.0% of taxes owed 
corporations paid 82.4% of taxes owed 
Source: Internal Revenue Service 





Massachusetts during the mid-1980s, when 
an aggressive collection campaign brought 
in four times the amount expected. Mr Du- 
kakis greatly exaggerated the amount that 
tougher enforcement can bring in, just as 
Republicans exaggerate how much public 
spending can be cut by stopping “waste”. 
But the Congressional Budget Office esti- 





mates that every extra dollar spent on IRS 
enforcement and processing brings in $5 in 
extra revenue. Catching cheaters brings in 
revenue both directly and through its deter- 
rent effect. Knowledge that cheaters are get- 
ting caught not only instils prudent caution; 
it also reduces the resentment that makes 
otherwise honest people cheat in the first 
place. 

Like other federal agencies, the IRS 
shuddered when Congress voted down the 
federal pay increase in February (though a 
pay rise hurts, not helps, unless an agency's 
budget is increased to cover it). A college 
graduate with an accounting degree can 
earn almost $30,000 working for a private 
firm, but only about $20,000 during his first 
year at the IRS. And while a private accoun- 
tant is using state-of-the-art equipment, 
pushing data hither and thither electroni- 
cally, his IRS counterpart is likely to be using 
a computer dating back to the 1960s. 

Money isn't everything, even for the 
taxman. The best way to improve tax collec- 
tion would be to simplify the rules, making 
life easier for honest taxpayers and govern- 
ment enforcers. 





Child-care 


Votes “A” Us 


WASHINGTON, DC 


DVERTISERS know a theme that al- 
ways attracts customer interest: chil- 
dren. Politicians know the same thing, 
which is why more bills concerning children 
have been introduced in the current Con- 
gress than on any other topic. The hottest 
subcategory is government-subsidised child- 
care, which featured heavily in the 1988 
presidential campaign. Opinion polls sug- 
gest that three-quarters of Americans want 
the government to help with child-care ex- 
penses, which are often one of the biggest 
single items in family budgets. 

The main alternative bills are sponsored 
by a moderate-liberal Democrat, Senator 
Christopher Dodd; another Democrat, 
Representative Augustus Hawkins, one of 
the most left-wing members of the House; 
and the Bush administration. Mr Dodd's 
bill (similar to one that died in the Senate 
last year) would give states $2.5 billion in 
1990 for child-care subsidies, three-quarters 
of it earmarked for families with below-aver- 
age incomes. The Hawkins bill would have 
the same cost and target population, but ear- 
marks some cash for school-based child-care 
and for Head Start, the federal programme 
subsidising pre-school education for the 
poor. Both bills would impose federal stan- 
dards on matters such as health and safety 
and staff-child ratios. 

The Bush bill, instead of subsidising 
child-care through government grants, of- 
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fers a tax credit of up to $1,000 to the poor- 
est families with children. The money would 
not need to be spent on child-care, and 
would go to all qualifying families, including 
those where a mother stays at home to care 
for the kids herself. Families due to pay less 
than $1,000 in taxes would get cash. The 
president's bill (which also includes some 
extra money for Head Start) sets no regula- 
tory standards. 





There are demographic reasons for the 
sudden upsurge in demand for help with 
child- care. Well over half of married moth- 
ers with children under the age of three 
work today, compared with just a quarter 
when President Nixon vetoed the first big 
child-care measure in 1971. In the 1990s 
around 6096 of new entrants into the 
workforce will be female. A census-bureau 
survey found that half of non-workingsingle. 
mothers would look for work if care were 
cheaper. And ambitious mothers are wor- 
ried about taking time off to look after their 
children: a recent article in the Harvard 
Business Review infuriated feminists by sug- 
gesting that employers should put married 
women on a slow "mommy track” to reflect 
such absences. 

The plethora of bills responds to the 
electoral effect of these demographic 
changes, but it also highlights fundamental 
differences over what the problem actu: " 
is. Democrats reckon both that there i 
shortage of good-quality child-care and that 
many mothers are unable to afford 
it—hence the case for subsidy and regula- 
tion. Republicans think the market can deal 
with the supply and that affording it is a 
poverty issue best dealt with through tax 
measures. Hanging over these differences is 
a lot of rhetoric about choice, work and the 
family: the left is keen to enhance mothers’ 
freedom to choose to work, while the right 
does not want to discriminate against moth- 
ers who want to stay at home. 

Both sides make some legitimate points. 
If subsidy is needed for child-care, spending 
can target it more accurately than tax relief, 
though the Dodd bill spoils that argument 
by embracing such a big group, including 
families that are not poor. One or two re- 
cent child-care scandals have reinforced the 
case for tighter regulation. On the other 
hand, cash help to mothers is a better way of 
preserving choice than direct payments 
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Hello Tokyo? 
London and 

// New York on the line! 

?/ ... Geneva here! 


The BREITLING VVORLD shows you the time in four time zones 
simultaneously (and also serves as a solar compass)! 


Four independent quartz movements in the same watch case 
(three «24 hours» and one «12 hours» with calendar). 

Swivelling case provides easy access to the four crowns for 
correlating the time settings. Water resistance to 30 metres Nie feet). 


End of battery life indicator. Available in 18 kt. gold or steel/gold. 
USA ! ! 800 24 3 5146 JAPAN tel. 4 550 Il. H 4 NG KC ING te 1720 1281, SINGAPORE te 259 QORR 
EUROPE on request through BREITLING SWITZERLAND P.i ^ CRENICHE t 
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probably b 


hild-carers. The outcome wi 


oth a tax-credit and the Democratic direct- 


statesmanlike; it is also expensive. 
The political tussle looks like ignoring 
:e tole that ought to be played by employ- 
. Only 3,300 (mostly large) employers out 
m currently provide any child-care facili- 
. Some of the spending proposed under 
Dodd bill would be earmarked to en- 














ed at the margin by married women. Em- 
yers will find themselves forced to com- 
e on child-care, either by offering their 
facilities or. by simply paying more. 
at desirable market-led development 
ld be stopped in its tracks if Washington 
in too heavily. 















































dges' pay 


Vage scales 


ALARIES for members of Congress, 
7 judges and top civil servants have been 
causing bitterness since the eighteenth cen- 

; When an attempt by Congress to raise 
ts members’ pay from $6 a day created such 

m of voter indignation that their pay 
lid not rise above $8 for nearly 70 years. 
om the beginning, pay levels for judges 
d top government officials has been tied 
the pay of legislators, who remain fearful 
opponents will use any rise against 


Mn 


n in the next election. In February, fears 





pay in all three categories. On April 
President Bush announced a departure 
this lock-step by proposing a 25% in- 
se in the salaries of federal judges alone. 
gress must now approve. 
he judges' case is the least controver- 
I. There are only 1,044 federal judges, all 
them appointed for life and all guaran- 
d. by the constitution not to suffer a re- 
ction in their pay. Judges in federal dis- 
iX courts now receive $89,500 a year, 
als court judges get $95,000 and mem- 
rs of the Supreme Court make $110,000. 
ut the authors of the constitution did not 
e inflation into account. The advocates 
higher judicial pay, including the chief 
tice, Mr William Rehnquist, and the at- 
orney-general, Mr Dick Thornburgh, point 
that the value of a judge’s salary is less 
ian 70% of what it was in 1969. 
- The same argument applies to the 7,000 
t so top civil servants and 1,256 senior 
iembers of the foreign service; but they 
ick the high-powered advocates and public 
mpathy that judges can command. Yet the 
recruiting and keeping able men 








Wi probably bea 
ompromise: Senator Dodd and a right- 
wing Republican, Senator Orrin Hatch, - 
have already shown the way by supporting 


dy bill. That kind of compromise may 


rage more. But the next decade will see 
increasingly tight labour market domi- 


h a backlash put paid to a proposal to | 















Drug money 


(C and cocaine go together like 
M^ Armani suits and designer stubble. 
Paper currency is used to buy and sell co- 
caine, and sometimes to ingest it as well. 
This might seem like a handy clue for 
COps: seize the money, find traces of co- 
caine on it, and thus infer that the owner 
was up to no good. 

But it turns out that, as evidence of 
crime, cocaine on money has to be 
treated with great caution. Dr Lee 


Hearn, the chief toxicologist for the 
Dade County Medical Examiner in Mi- 


ami, found traces of cocaine in each of 
seven batches of about 75 $20 bills taken 
from banks around Miami. Miami—no 
surprise. But, following up his initial re- 
search, Mr Hearn took 135 bills, in de- 
nominations from $1 to $100, from 
banks in 12 cities. To his astonishment, 
131 were tainted with traces of cocaine. 
The four clean notes were in mint condi- 
tion. So all the used notes he studied had 
come into contact with drugs, by some 
route or other. 

The quantities of cocaine involved 








and women is often acute. An official at the 
National Institutes of Health complains 
that, because of low salaries, the NIH has not 
been able to hire an outside scientist for ten 
years. | 

Novice lawyers on Wall Street now earn 
almost as much as federal district judges. 
Judges are also compensated with prestige, 












































varied considerably. Mr Hearn reckons . | 
that none of these notes had necessarily | 
been handled by cocaine dealers or users. | 
They might have innocently picked up 

traces of cocaine through innocent 
happenstance (a defence that human co-. 
caine-bearers sometimes try, with mixed | 
success). Some notes yielded mere bil. || 





lionths of a gram; at the other extreme ^ 
was a $20 bill with one four-thousandth 
of a gram, probably only a few contacts 
removed from the scene of the crime. . 
The average was seven-millionths of a E 
gram, which means that 5,000 bills add 1. 
up to about a line of cocaine. 

A five-thousandth of a snort is not - 
much of a party, but there are a lot of © 
bank notes in America—12 billion or so. 
If they all bear those incriminating seven - 
micrograms, then the total amount of co- 
caine in the currency would be 84 kilos, 
worth around $742m. A tidy sum: but 
compared to the $230 billion that the 
notes are worth, and the tens of billions 
spent on cocaine each year, perhaps not 
too significant. 





however. What is more, most law profes: 


-sors—a logical pool of candidates for federal 


judgeships—earn less than $85,000 a year. 
Nevertheless, the pay erosion must be cost- 
ing the federal service some good judges. 

It also affects the kind of people who: 


want to become federal judges. They are 


likelier to be men and women whose chil- 
dren's educations have been completed 
(and whose views may have become rigid), - 
and young people who want a few years of 
experience on the bench before they return 


. to lucrative private practice. 


- Some argue that federal judgeships 


should not bea career anyway, since years of 


arbitrary power and universal deference can 


distort one’s judgment, and that therefore a 
judicial revolving door is no bad thing. But - 
there is no gooc 


ere is no good reason that judges' salaries, 
or those of other public servants, should be 
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th a passion for golf. Challenging courses in switze 


system gets his clubs delivered straight to thi 





















Fiona Hamilton is a stewardess for 
British Airways. She flies on the airline's 
long-haul routes out of London, but. 
actually lives hundreds of miles away 
in Scotland. 

Arriving back in London from an 
overni oF flight, Fiona's first stop is at 
the airlines Staff Travel Centre to buy a 
ticket fora Super Shut le flight home to 

Edi inburgh. a 


Standing in a line waiting for a ticket- 


does not make her smile. Fujitsu to the 
rescue | 


. Number one 
computer maker 

. Fujitsu, Japan's number one com- 
puter maker, recently helped British 
Airways. relieve the problem of queuing 
at its Staff Travel Centre at Heathrow 
Airport London by desi igning and manu- 
facturing a very special printer to form 
the heart of an automated ticketing sys- 
tem built by the ai irline itself. The system 
(photo, right) allows staff to bypass the 


- F . ticket counter and issue their own tickets 
.. toa range of destinations. The printer 


is no simple printer, but an intelligent 
device which not only prints tickets and 
boardi ng passes but also magnetically 





— The global computer & communications company. - E 


encodes thái: so that they can ibe 
and verified by computer. ger 


World's favouri te 

airline 
It takes a special kind of company 

to impress the world’s favourite al iline - 
and that's exactly what Fujitsu i is. The. 
company is not just Japan's top com: 
puter maker, it is also one of the worlds 
leading telecommunications makers— IE HORS 
with almost 100,000 employeesand = no 
projects completed in a hundred coun- m S 
tries. It is a high tech giant that's a bus DN 
force in the global information revolution, = = 
a company that makes surprising ne vo a o 
systems that can do important things. = 
Like keep Fiona Hamilton smi io 






























The British Airways self -serv e ticketing s 
for staff was designed around a Fujitsu. intellig 
printer. it is as easy to operate as an automat 
teler machine. — T 





e fam iar star of N ational 


e A full range of foreign 
exchange services 


e International trade finance iud 


settlement services 
* Deposit taking in all major 
Currencies 

-e Term loañsand project finance 


Rs .* Corporate advisory and - 


acquisition. services 


eA comprehensive stockbroking 


Service . 
Trade introductory services : 


al Repr sentation United es ARE Unite 
ind Mehonal Irish Bank), Fedora) Republic of Sermà 


over -18 Oye ars s experience and 
rankingi inthe world'stop 100 
banks by assets, has both the 
expertise and the resour ces to- 


meet all your financial require- - E 
ments. Talk with our peopleatany 
- of the offices listed below and 
m you llsoon see why we're starring. | 
i all over the Asia/ Pacific region. — 









INTERNATIONAL 


Is it Suez time for Panama? 


The Panama Canal and the odd country 
embarrassment and 


through face a year of 
pes e a real crisis Mita ber dealing’ dictator wins the 
May elections. Our special correspondent reports 


IRACULOUSLY, the great ships sail 
through a tropical mountain, from 
ocean to ocean. Teddy Roosevelt's military 
engineers completed a beautiful job, 75 
rs ago. Next year things may not look so 
pretty along the Panama Canal. In 1990 the 
United States is bound by treaty to hand 
over a decisive share in its management to a 
man whom many people regard as a crazed 
dictator, General Manuel Antonio Noriega. 
Sounds familiar? The Suez Canal had 
worked for 87 years when it was taken over 
by a man the British and French regarded as 
a crazed dictator, Colonel Gamal Abdel 
Nasser. Noriega is no Nasser, and for that 
matter Panama is no Suez Canal. These days 
a pipeline shifts the oil between the Pacific 
and the Atlantic. North American railways 
compete stiffly for the canal's freight (mostly 
grain to Asia, and manufactures to Ameri- 
ca's east coast). If history repeats itself it will 
be as farce, not tragedy. 

The Panama Canal was never meant 
mainly for commerce. Frenchmen originally 
conceived it for that; the United States gov- 
ernment bought them out and completed it, 
in August 1914, as an instrument of grand 
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strategy, and for the development of their 
western states. The Americans had sliced 
the Panama isthmus off Colombia to form a 
puppet republic which then granted them 


` sovereignty over a ten-mile-wide zone along 


the 50 miles of the canal itself "in perpetu- 
ity". That meant for 76 years. In 1979 a new 
treaty transferred legal sovereignty to Pan- 
ama. Effective control of the canal was to be 
handed over in stages, for completion on 
the last day of the 1990s. 

Vast unoccupied tracts of land and wa- 
ter were handed over at once. The railway 
along the canal fell into disarray. But the 
Americans hold on, until 2000, to the canal 
itself, its operating areas and military an- 
nexes. À new Panama Canal Commission, 
with four Panamanian and five American 
members, was set up to manage the transi- 
tion. But it remains an agency of the United 
States government, answerable to the de- 
fence secretary and watched over by the 
Armed Services Committee of the Senate. 
At present its chief is a retired American 
general. On January 1 1990 a Panamanian— 
nominated by Panama, approved by the 
Senate—must take over. 

There are plenty of excellent candi- 
dates, but the Senate will not conceivably 
approve of anybody nominated by Panama, 
whose president holds the job unlawfully, 
and whose real ruler is the head of the 
armed forces, General Noriega. Since mid- 
1987 the entire American government, 
backed by press and people, have been try- 
ing to threaten, boycott, cajole or bribe the 
general into retirement. He holds on. 


Treaty of unfriendship 


President Jimmy Carter's canal treaty was a 
mess from the start. He wanted it as a sym- 
bol of a new relationship with Latin Amer- 
ica. Most Republican (and some Demo- 
cratic) senators detested the idea of handing 
over the canal, agreeing with the crisp dic- 
tum of Senator S.I. Hayakawa: “It's ours, we 
stole it fair and square." The treaty's main 
critic was Mr Jesse Helms of North Carolina, 
who appear$ to take positive pleasure in 
abusing Latin Americans. 











For its first 60 years Panama was ruled . 
by the tiny minority of white lawyers and 
merchants who did well out of the canal and 
associated activities. In the 1960s the Ameri- — j 
cans bundled together the local gendar- | 


merie, the civilian police, the customs and — 


secret services and the "treasury police" 3 
who were meant to control the trade in ille- - 
gal drugs. In 1966 the commander of this — 
newly equipped defence force, General 
Omar Torrijos, overthrew Panama's elected, — 
idle and corrupt government and got on - 
with neglected matters such as bui 

homes for poor blacks, roads for forest Indi- — 
ans and hospitals for townspeople. : 

Torrijos was a populist caudillo who 
routinely denounced Yankee imperialism 
and won fame when Mr Graham Greene © 
wrote a flattering book about him. In prac 
tice, though, he did the Americans many fa- 
vours. He was frankly a dictator when he ` 
made his treaty with Mr Carter. In 1978, 
just before the treaty came into force, he ar- 
ranged for the elected National Assembly to 
endorse his choice for president: so, techni- 
cally, the United States handed over the car 
nal to a democratic Panama. 

When he was killed in an air crash in. 
1981, Torrijos left Panama with the treaty, a. 
mountain of debt, many banks, and a de 
fence force controlling a nominally elected - 
government. After some squabbling Gen- - 
eral Noriega took over the leadership. As — 
the defence force's intelligence chief, his — 
main job had been to work with the Ameri- 
cans on the security of the canal and the en- | 
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dii 
... tire region, at a time when they were busily 
plotting to defeat left-wing subversion. 
For the first time Panama was run not 
By a member of the white elite, but by an 
astute and acquisitive professional, who in- 
spired fierce loyalty within the defence force 
... and—less nowadays—among ordinary Pan- 
= amanians. He has little of Torrijos's generos- 
= ity and glamour, but an even more extensive 
$ knowledge of American operations, overt 
- and covert. In the eight years since his 
"predecessor died, six men have acted as 
~. President, and none of them has mattered; 
| the present incumbent, Mr Manuel Solis 
Palma, got the job so entirely outside con- 
= Stitutional rules that he is described merely 
— . . as minister in charge of the presidency. 
General Noriega's military rivals have 
accused him of murdering an opposition 
leader and election-rigging. Other Panama- 
nians have been persuaded to testify that he 
is a drug trafficker, in league with Colom- 
bian gangsters. On those charges he has 
| ies been indicted in the American courts. 


= Getting to know the general 
— — Thegeneral has wilfully annoyed the Ameri- 
cans, encouraging trade with Cuba and de- 
nouncing their military bases along the ca- 
nal (see map on previous page). In these the 
Americans have some 12,000 soldiers, an air 
| base, housing, military stores, a unique jun- 
-gle warfare school, and the headquarters of 
- Southern Command (in  army-speak, 
— SouthCom) which has authority over all 
military operations in South and Central 
America. SouthCom had a hand in the con- 
tra business in Honduras and Costa Rica, 
and is now involved in anti-drug work in the 
Andes. Only the Guantanamo base, in 
— Cuba, provides American soldiers with simi- 
lar tropical, Spanish-speaking surroundings, 
— and that lease also expires in 1999, Ameri- 
. can strategists say there can be no substitute 
— for the Panama bases. 
— To get the general out, the United 
States began in late 1987 to impose eco- 
= Nomic sanctions on Panama. All aid has 
— been suspended, as has the country’s sugar 
— quota. America no longer supplies the dol- 
- lar bills that are the country's currency. 
_ American banks and companies are forbid- 
- den to make any payments to the Panama- 
nian government and its agencies, including 
the central bank. The Canal Commission 
pays its dues into escrow, and withholds the 
taxes on its local employees' wages. 
All this should have spelt disaster. Most 
construction has stopped, the government 
is desperately short of real money to pay its 
Own employees, and the banking system is 
3 theoretically paralysed. Panama's GDP went 
—.. down by some 20% last year. And yet, some- 
| how, the place jogs along. 
E 


e 
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Dollars are shipped in from Switzerland 
. and Colombia. Government scrip is ac- 
cepted in place of greenbacks. The opposi- 
tion “crusade” run by businessmen against 


General Noriega has not found a convincing 
candidate for the presidency. Most Panama- 
nians seem slightly proud of their ability to 
survive the pressure and make the United 
States look foolish. 

The greatest foolishness came in May 
1988, when the Americans made a furtive 
offer which, of course, soon became public 
knowledge. General Noriega was to go to a 
comfortable home in Spain, with plenty of 
money and his drug charges dropped. The 
general turned the offer down. Perhaps he 
was given too little time to sort out his com- 





| £ 


» A "A^ 
Yankee tourist in the Canal Zone 


plicated affairs. Perhaps, too, he was told by 
his drug-dealing Colombian friends in Me- 
dellin that, if he no longer controlled Pan- 
ama, he was no use to them and would 
therefore be killed to keep him quiet. Either 
way, he stayed put. 

Panamanian rulers used to be 
defenceless against pressure from the 
United States. General Torrijos changed 
that, by diversifying the country’s economy. 
Until his time, shipping was the country’s 
sole big earner. Practically all government 
revenue came from canal dues and an “an- 
nuity" which was in fact rent for the Canal 
Zone. This was supplemented by fees for the 
registration of ships under the Panamanian 
flag, a dodge whereby American shipowners 
escaped the obligations to pay United States 
tax and to employ expensive American 
crews. Wages for canal workers (at United 
States rates, huge by Central American 
standards) and local spending by American 
servicemen topped up the bounty. 

General Torrijos, brilliantly, found a 
way to please the Panamanian business elite 
while promoting construction and service 
jobs. He helped develop an "offshore" fi 


nancial centre, with easy terms for banks 








and overseas company headquarters, and 
minimal requirements for disclosure of in- 
formation; a sort of Caribbean Liechten- 
stein, speaking both Spanish and English, 
and operating in Panama's currency, which 
is the United States dollar. 

Panama became a vault of dodgy 
money, a useful home for remittances from 
Latin America by people who did not want 
to be identified or taxed in their own çoun- 
tries. OPEC oil revenues, extravagantly lent 
by foolish banks to unreliable South Ameri- 
can borrowers, were recycled back into the 
safer northern hemisphere by way of Pan- 
ama. Dollar deposits were transformed, at a 
suitable discount, into financial instruments 
issued by local branches of respectable 
houses, then whisked away to Zurich, Lon- 
don or Philadelphia. The money-laundering 
works untraceably for any sort of earnings, 
notably for earnings from drugs. 

Panamanian smugglers thrived in the 
1920s and early 1930s, when the Unit 
States was vainly trying to prohibit alcohoi. 
The cocaine trade of the 1980s is the same 
game on a much grander scale. Colombia, 
next door to Panama, is the world's largest 
cocaine exporter. 

A small aircraft can easily carry $1m- 
worth of cocaine from Colombia to the off- 
shore islands near the United States. If it 
crosses Panamanian airspace SouthCom's 
military radar will surely spot it, so traffic the 
Americans want to intercept takes other 
airlanes. In the mid-1980s, though, some of 
America's allies were using cocaine to fi- 
nance military adventures in Central Amer- 
ica. Some of it was let through Panama, and 
the Americans knew it. So did their then 
friend, General Noriega. It could be embar- 
rassing for the United States to try him in an 
American court. 

Panama, and its masters, certainly profit 
from drug money. But the canal and the mil- 
itary bases along it are far more valuable, ~- 
North and Central Americans alike. As lo: 
as the canal works, Panama will remain the 
richest country in its region, and General 
Noriega will be able to pay the defence force 
that keeps him in his profitable job. 

The next chance to get rid of him comes 
with the presidential election on May 7th. It 
will, of course, be rigged. Informed observ- 
ers think the general's nominee, Mr 
Guillermo Endara Gallimany, might win 
even in a fair poll. The defence force will 
keep power anyway. But Panama will have a 
fairly legal president, whom the Americans 
can talk to. Mr Bush’s administration would 
be free to strike a bargain, presumably on 
the lines of the offer Mr Reagan's men 
made: drop the charges, peaceful retire- 
ment, progress to nomination and con- 
firmation of a new Panamanian boss for the 
canal. Yet all is not over: the Senate could 
intervene, the general could decline to play. 
Traders, beware. 
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Namibia 


More snares in the bush ahead 





The UN wasn't there, SWAPO didn't stop 


USSIA'S departure from Afghanistan 

was negotiated over the heads of the 
mujaheddin guerrillas, who therefore fought 
on. The South West Africa People's Orga- 
nisation was excluded from last year's An- 
gola-Namibia peace deal, so by April 12th 
some 1,700 of its fighters were still at large 
along Namibia's northern border, and al- 
most 300 more had been killed by their 
South African enemies. The early muddle 
over Namibia's transition to independence 
could be dwarfed by arguments to come. 

On April 9th a fresh Namibian agree- 
ment was worked out in SWAPO's absence by 

outh Africa, Cuba and Angola, with Rus- 
sians and Americans standing by. It said the 
guerrillas should report to United Nations 
assembly points, to be disarmed and taken 
to Angola. This was to be explained to 
SWAPO by the Angolans and the UN. 

By April 12th only four guerrillas had 
turned up. SWAPO did not understand the 
offer. On April 10th its officials said they 
were not clear when the ceasefire would be- 
gin; in fact, there was no provision for a for- 
mal ceasefire. They did not see why the guer- 
rillas should hand in their arms to the UN, 
since they were in any event to be taken out 
of the battle zone to Angola. Nor was it clear 
how many assembly points would be set up, 
or how long the guerrillas would have to re- 
port to them. The UN said they would have 
ten days, but the South Africans suggested a 
deadline on April 15th. Moreover, the 
handful of UN soldiers at the assembly points 
are overshadowed by large contingents of 
South Africans, who also guard some ap- 
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proach routes. The guerrillas may prefer to 
bury their guns and slip away to the north. 
The confusion will breed future mis- 
trust. SWAPO regards this month's fighting 
as proof that South Africa has no intention 
of allowing it to take over the country. The 
South Africans, on the other hand, take 


| Enter the Democrats 


FROM OUR SOUTH AFRICA CORRESPONDENT 


T LAST South Africa has a party, 
with significant white support, that 
openly advocates universal adult suf- 
frage. The Democratic party was 
launched on April 8th, an amalgam of 
three liberal parties that together speak 
for a fifth of the white electorate. Two 
days before its birth, President P.W. Bo- 
tha announced that he would dissolve 
parliament at the end of May. An elec- 
tion—and Mr Botha's retirement—will 
follow sometime between late July and 
early September. 

Other white parties have believed in 
universal suffrage. The Liberal party 
(1953-68) and the Progressive party 
started life by championing a non-racial 
but qualified franchise which would have 
restricted the vote to educated or proper- 
tied people; both, reacting to circum- 
stance, came to espouse one man,-one 
vote. 

The Liberals, however, never won 








INTERNATIONAL 
SWAPO’s failure to confine itself to Angola as 
proof that it cannot be relied upon. White 
Namibians may share that view. If too many 
of them flee Namibia, the country's eto 
nomic prospects are grim. 

The guerrillas say their presence in 
northern Namibia is justified under the in- 
dependence plan adopted by the UN in 
1978, which they claim is not superseded by 
last year's Angola-Namibia deal. If SWAPO 
sticks to this interpretation (which nobody 
else accepts), it may also dispute other bits of 
the peace plan added since 1978. 

The most important addition came in 
1982 when the UN adopted constitutional 
principles for a future Namibian govern- 
ment. They would guarantee freedom of 
conscience, speech, press and assembly. 
There will have to be a multi-party democ- 
racy, separation of powers, locally elected 
councils, and no “deprivation of private 
property without just compensation". The 
constitution must be approved by a majority 
of two-thirds, in the constituent assembly to 
be elected in November. 

The original UN plan imposed no such 
restrictions on the assembly. SWAPO says it 
accepts the 1982 principles, but may differ 
with the South Africans over "just come 
pensation" under a land-reform pro- 
gramme. If it does not win two-thirds of the 
seats, it might just try to argue that the con- 
stitution can be passed with 5196. 

The South Africans might try to bend 
the rules in the opposite direction. The UN 


plan says their puppet army in Namibia, the 


South West Africa Territory Force, should 
be disbanded; swaro fears that the troops 


over more than a tiny portion of the elec- 
torate. In the 1961 general election they 
attracted barely 2,500 votes throughout 
the country. The Progressive party 
(known as the Progressive Federal party 
after it absorbed a section of the defunct 
United party) did better. In the 1981 
general election it won 26 seats and 1996 
of votes cast; in 1987, with whites bolting 
to the right in the aftermath of this de- 
cade's black rebellion, it held on to 19 
seats and 1496 of the vote. 

The Progressives shied away from 
openly acknowledging their commit- 
ment to one man, one vote. Their con- 
stitution avoided the words "vote" or 
"franchise", preferring the obfuscatory 
"full and equal citizenship rights for all 
South Africans". The party's spokesmen 
stressed its commitment to retaining the 
power of veto for the country's white and 
brown minorities. The Democrats will 
proclaim universal suffrage out loud. 
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ie. Koevoet, a notorious commando unit 
ch has simply been incorporated into 
ie Namibian police. 

- SWAPO worries that the election rules 
hich the South Africans must publish by 
ay 14th will weaken it by decreeing a mini- 
um voting age of 21, and by excluding peo- 
e born in exile. Voter registration is in 
outh African hands too, with just 200 UN 
eople to monitor the process. 

. The UN was weakened when America 
nd Britain blocked the proposal for a larger 
nitoring force, and has now been further 
scredited by the past fortnight's blood- 
ath. Its men on the spot seem powerless to 
st South African bullying. Yet SWAPO 
resented the South Africans with an ex- 
ise to abort the whole transition, and they 
d. not take it. Behind the UN force stand 
sia and America, whose wrath the South 
icans would prefer to avoid. 






























iraqi Kurds 
gone tomorrow 





TOR taking advantage of the Gulf war to 
A. extend their insurrection against Bagh- 

dad, the 4m Kurds of Iraq have already paid 
a heavy price. Towards the end of the war, 

and after last summer's ceasefire, some of 
their camps and villages were bombed with 
poison gas. Now further retribution may be 
on the way. Kurdish sources say Iraq intends 


tle their inhabitants in other parts of the 
ountry, as part of a plan to reorder the ge- 
raphy of north-eastern Iraq and "solve" 
he Kurdish problem for all time. 

Kurdish exiles claim that the 200,000 or 
ssidents of Qala Diza, a town in the 
vince of Arbil (see map), have been given 
days to pack and leave before the army 
molishes the place on April 25th. Some 
rds think the population will be moved to 
r parts of Kurdistan; many fear they will 
eported from Kurdistan altogether to 
js near the Jordanian or Saudi Arabian 
‘ders, where thousands of earlier Kurdish 
ortees have apparently been sent. 

iraq denies having any such plan. It nev- 
heless seems determined to extinguish 
ish nationalism and pacify a region 
has been in almost contínuous insurrec- 
n since 1961. In the late 1970s the Iraqis 
ian to establish a security zone up to 30 
ometres deep along the Iranian and Turk- 
‘frontiers, demolishing Kurdish villages 
hin the zone, deporting their inhabitants 
other parts of the country and burning 
forest and farmland. The policy was in- 
sifed during the Gulf War, especially af- 
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' y ter the ceasefire last: year. 
s the South Africans should Ki disband 


y demolish entire Kurdish towns, and reset- 


Early in 1987 things got worse. Kurdi- 
stan was put under the control of Mr Ali 
Hassan al-Majid, a cousin of President 
Saddam Hussein. To deprive Kurdish rebels 
of cover and support, the army extended its 
operations outside the security zone. Hun- 
dreds more villages were demolished and 
their inhabitants were moved to camps or 


large housing estates near the main towns in. 


the lowlands. On one estimate, three out of 
four Kurdish villages have now vanished. As 
many as 500,000 Kurds are said to have 
been deported from the region, and Arabs 
have been settled in their place. 

Iraq says there is no policy to "Arabise" 
Kurdistan. Last September, when western 


journalists saw evidence of widespread de- 


molition in Kurdistan, officials conceded 
that a large number of villages had been 
knocked down. Their Kurdish inhabitants, 
it was explained, had been moved to new 
housing not only for "security" but also to 
receive electricity, running water and access 


to schools and clinics. 

The Kurds themselves talk of attempted 
genocide. A number of international hu- 
man-rights organisations tend to agree. In 


East Africa 
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its latest report on ^ie Kurds, the London- 
based Minority Rights Group says the Iraqi 
government ' ‘seems to be intent on destrov- .. 
ing its Kurdish community by deliberatel 

inflicting . . . conditions calculated to bring 
about its physical destruction, in whole or in 
part." Iraq's Kurds are a hardy, vigorous 
people. They have never faced a threat quite 


like this. 





The slaughter of the elephants 


FROM A CORRESPONDENT IN KENYA 


AST Africa's elephant poachers arm 

themselves with AK-47 automatic assault 
rifles. They are well trained and highly disci- 
plined. In the war against them there have 
recently been some unexpected victories, 
but also some uncovenanted defeats. 

In late March the authorities in the 
United Arab Emirates seized 70 tonnes of 
ivory that had been smuggled out of Tanza- 
nia. In the UAE's old smuggling port of Du- 


bai the tusks are carved into ornaments, 
which are free of the international controls 
on raw ivory, Persuaded by conservationists 
and western governments, the Emirates are 
believed to have closed down the carving 
business, and are now co-operating in an ef- 
fort to stop the illegal trade in ivory and 
rhino horn. 

Conservationists also see a new commit- 
ment to conservation by Tanzania, whose el- 
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INVITATION FOR BIDS (IFB) 
Date of Issuance of Invitation: 10 April 1 989 


Loan No 2436 UNI IFB No FASCOM — 5 









EI 


* The Federal Government of Nigeria has received atoan from the internationa! Bank for Reconstruction and Development: (The W r 

in various currencies towards the cost of Kaduna State Agricultural Development Project (KADP) and itis intended that part of the: 
this loan will be applied to eligible payments under the contract for agricultural machinery, átr plements and ee ir 

s Supply Company (Kaduna State) Limited (FASCOM). 

pen to all bidders from eligible member countries of the World Bank, Switzerland and Ta wan; China. 

now invites sealed bids Tom eligible bidders for the supply of: a 


DESCRIPTION 


Petrol-driven Electricity Generator—1.5 KVA 
Petrol-driven Electricity Generator—2.5 KVA 


Water Pump Sets—50mm . 
Water Pump Sets—80mm - ` 


~ Animal Drawn Ridgers 


30-35 ton truck tractor with trailer body 
8-10 ton truck-lorry 


Cereal Grinders (Hammer Mill) 
Cereal Grinders (Plate Mill) 


Motor cycles 


































































“AGRO-CHEMICALS WITH ACTIVE INGREDIENTS 
Atrazine and Metolachlor each not less than 250 g/1 E.C formulation 


Fluometuron not less than 500 g/1 E.C formulation 
























iE EM Oxidiazon not less than 100 g/1 and propanil not less than 300 g/1 E.C formulation 
Paraquat not less than 200 g/1 E.C formulation | a 

Pirimicrab not less than 500 g/kg wettable granules or powder 

| Pirimiphos-methyl not less than 2% w/w. Dust formulation 

— Carbaryl not less than 85% wettable powder formulation - 

boda 1n. ee oe Cypermethrine not less than 10% wiv E.C formulation. 









Note: kg = kilogrammes lit = litres 


Interested eli ible bidders may obtain further information and inspect the bidding documents at the office of: 
(1) Farmers Supply Company (Kaduna State) Limited, 

138 Kabir Road, Malali, PO Box 9237, Kaduna, ‘Nigeria - 

. Telephone: 215261. Telex: 20711 Box 096 


OR purchase the bidding document from: 


(2 Managing Director, FASCOM, 
ADP Liaison Agency/AGROMAN, . 
34 New Cavendish Street, Lond 
Telephone 01-486 4771 


4, Acomplete set of bidding docu ents 
. . (or N1,000 if purchased in Nigeria, 
a to which communications may FAR 


ud 












ay be purchased by any vinteisied eligible bidder upon payment of a non-refundable fee of | 
n submission of a written application giving the full name of the intending bidder and the a 
vai documents will be: available for sale Iron 17 ed 1989 in the above offices, z 

















anaging Director, A 
' Supply Company (Kaduna State) Limited, 
ir Road, Malali, PO Box 9237, Kaduna, Nigeria, 
3 10am (Local Time): on 8 June 1989... | 
LOT Naira US$ 
1 120,000 or 24,000 
2 500,000 or 100,000 
3 70,000 or 14,000 
4 70,000 or 14,000 
5 125,000 or 25,000 
6 9, Or 1,800 
7 3,000 or 600 
8 1,500 or 300 
9 7,000 or 1,400 
10 4,000 or 800 
11 7,500 or 1,500 
12 3,000. or 600 
13 7,500 or 1,500 
14 7,500 or 1,500 


The bids will be opened in. the presence of bidders’ representatives at 10. 30am (Local Time) on 8 june 1989 at the Conference Hal 
Mousmmeg Square, Kaduna. 

ABDULLAHI AHMED 

MANAGING DIRECTOR 
FARMERS SUPPLY COMPANY (KADUNA STATE) LTD 
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Levinger and accessory 








AST December Mr Yasser Arafat 
said in Geneva that the Palestine 
Liberation Organisation had re- 
nounced terrorism. Now Jewish ter- 
rorism appears to have erupted inside | 
the Israeli-occupied West Bank. On | 
April 10th a gunman wearing a skull- 
cap and an army uniform turned his 
submachinegun on a group of Arabs 
outside Jerusalem’s Jaffa Gate, killing 
one and wounding three before 
speeding away in a waiting car. An 
underground Jewish group calling it- 
self the “Sicarii” claimed responsibil- 
ity. Two days later the Israeli authori- 
ties charged Rabbi Moshe Levinger, a 
founding member of Israel’s expan- 
sionist Gush Emunim ("Block of the 
Faithful”) movement, with man- 
slaughter. The rabbi was charged not 
for the Jaffa Gate killings but for fir- 
ing at random last September into the 
Hebron casbah, and killing a shoe 
vendor, when his car was stoned by 
Palestinians. On Thursday April 13th 
at least five Palestinians were shot 
dead and many more wounded when 
soldiers and border police raided the | 
village of Nahalin near xa 


The uprising continues. 













































ephant population has declined from more 
than 300,000 in 1979 to no more than 
100,000 today. In January the Indonesian 
ambassador in Dar es Salaam was caught try- 
ing to smuggle out 184 elephant tusks. Early 
in April two game wardens were arrested 
with 89 tusks in their possession. 

Like the war on drugs, the war against 
ivory poaching is hampered by the low pay 
and inadequate training of the men in the 
field, who can make more from a couple of 
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contraband tusks than they do in a year's 
honest work. Fat profits make senior gov- 
ernment officials fairly easy to suborn. At 
$150 a kilogramme, the 70 tonnes from Tan- 
zania were worth about $10m. Researchers 
think more than 8,000 elephants must have 
been slaughtered to produce that quantity. 

In neighbouring Kenya, the elephant 
population in Tsavo National Park, the 
country's largest, has declined by more than 
half since the early 1980s, to barely 4,000 to- 
day..Last September President Daniel arap 
Moi, alarmed by the effect on the tourist 
trade of gory pictures of elephant carcases, 
ordered that poachers be shot on sight. 
Twelve men died, hundreds more were ar- 
rested, and white wildlife conservationists 
for once praised the government. 

Last month, though, 24 elephants were 
killed in one day on Galana Ranch, a for- 
eign-owned spread of 1.5m acres (which the 
Kenyan government is threatening to expro- 
priate). One soldier was killed and another 
wounded in a battle with the poachers. A 
few days later 17 elephants were killed in the 
Tsavo park, alongside the ranch. The same 
poaching gang is thought to have been re- 
sponsible. The government has tried to keep 
the lid on the bad news; Kenyan newspa- 
pers, much given to cautious self-censor- 
ship, have not reported the killings. 

Six weeks ago Mr Richard Leakey, direc- 
tor of the National Museum of Kenya, said 
he was enormously encouraged by the anti- 
poaching drive. Now he says he is deeply 
worried: “I think we're back to a situation as 
bad as it's ever been.” 

All the helicopters belonging to Kenya's 
wildlife department are out of service, since 
there is no money to keep them flying. Dip- 
lomats and conservationists believe the gov- 
ernment needs more of the political will that 
Tanzania is displaying. The Kenyans say 
that an emergency conservation programme 
is needed, and that Britain, the European 
Community and the United States have of- 
fered to support it. But the government has 
yet to submit firm proposals. 





Lebanon 


The French again 


OMETHING in Lebanon fascinates the 

French. After Israel's 1982 invasion, 
French soldiers returned as United Nations 
peacekeepers to the country they ran be- 
tween the two world wars. By the time the 
peacekeepers left, 50 French soldiers had 
been murdered in their barracks by a suicide 
bomber. Now France is being lured back. Its 
warships exercised in the Mediterranean 
this week as a hospital ship and tanker 
steamed towards Lebanon on what the 
French call a humanitarian relief mission. 

The relief convoy was due to berth in 





the eastern, Christian, half of Beirut last 
Tuesday, April 12th. Prudence delayed it at 
the last moment. Leaders of the Muslim and 
Druze militias, and behind them the Syri- 
ans, whose army controls most of Lebanon, 
had warned the ships away. They said 
France was reverting to its traditional habit 
of backing the Maronite Christians against 
Lebanon's other warring tribes. 

President Mitterrand promises that the 
food and medicine on the ships are intended 
for all Lebanese, regardless of creed or poli- 
tics. But his task of persuasion is compli- 
cated. Last week Mr Roland Dumas, 
France's foreign minister, sent Mr Jean- 
Francois Deniau as a special envoy to Beirut. 
Mr Deniau loudly praised General Michel 
Aoun, who leads the Christian administra- 
tion in Lebanon, while denouncing the rival 
Muslim administration of Mr Salim al-Hoss. 
The general, he said, represented the whole 
of Lebanon, whereas Mr al-Hoss was under 
Syria's thumb. 

These are exaggerations. Since the miu- 
dle of March shells have been flying in both 
directions over divided Beirut, largely as a 
result of an attempt by General Aoun to 
blockade “illegal” ports in the Muslim-con- 
trolled areas. The general, buttressed by 
supplies of Iraqi weapons, wants to rid Leba- 
non of its Syrian occupiers and reunite the 
country under his own leadership. Many 
Lebanese want the Syrians out, but doubt 
whether the general can evict them without 
plunging the country into deeper trouble. 

More than 150 people have died in the 
latest round of fighting. The Syrians said 
they might allow one French ship to call at 
both Muslim and Christian ports, with the 
hospital ship treating casualties offshore. It 
is hard to be neutral in Lebanon. 
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pou round Russia’s rim have 
started again with the bloody battle be- 
tween troops and demonstrators in the early 
hours of April 9th in Lenin Square in the 
Georgian capital, Tbilisi. The violence left 
at least. 19 (some sources say more than 30) 
ble dead and hundreds injured. 
_.. The bloodletting in Georgia follows last 
; ar’s-anticArmenian violence in Azerbai- 
— gui when Georgia's two southern neigh- 
bours fell out over the tiny enclave of Na- 
gorno-Karabakh. Since Mikhail Gorbachev 
came to power four years ago, there have 
been nationalist niggles and some nastiness 
in most of the Soviet Union's non-Russian 
republics, from the Baltic states to Central 
Asia. Last Sunday's violence is all the more 
worrying because it comes so soon after the 
recent elections to a new Soviet parliament, 
which Mr Gorbachev had hoped would re- 
lease some of the pent-up nationalist steam. 
[Instead the Soviet foreign minister, Mr 
Edward Shevardnadze, who used to be party 
boss in Georgia, was forced to cancel a 
planned visit to East Germany this week and 
fly to Tbilisi in an effort to prevent further 
unrest. The troubles look like ending the ca- 
reer of his successor as party boss, Mr 
Dzhumber Patiashvili. By mid-week the 
mood in Tbilisi was said to be calm but 
tanse, The city was still under night-time 








rfew, with soldiers and armoured person- 


"Rel carriers patrolling the streets in a show 
of force. Fears of further violence led the au- 
thorities to recall all registered firearms. 
And according to unofficial reports (foreign 
journalists and tourists were barred from the 
city), strikes affecting buses, schools and 
some factories were continuing. _ 

Last Sunday’s violence was sudden and 
ünéxpected, although. nationalist feeling 
had been running high for about a year. The 
Georgians share their republic with many 
erent national groups, none of which is 
but which together make up about a 
rd of the population. The spark for the 
es of demonstrations that culminated in 
Sünday' s clash with the security forces came 
from demands by one such group, the Ab- 
khazians, to secede from Georgia and form a 
new republic within the Soviet Union. At 
present Abkhazia, whose capital i is the Black 
Sea resort of Sukhumi in north-western 
Georgia, has the status of an autonomous 
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republic under Georgian control. 


bakh, which is administered by Azerbaijan 


but claimed by Armenia, the Abkhazians - 
have no outside protector to press their 


case. Unlike the Armenians in Nagorno-Ka- 
rabakh, the Abkhazians, some of whom are 
Sunni Muslims, some Christians, make up 
less than 20% of the population in their own 
region, where they are heavily outnumbered 
by Georgians. Earlier this month the local 
Abkhaz party boss was dismissed for espous- 
ing the nationalist cause. 

By official accounts Sunday’s clash with 


security forces in Tbilisi happened after 
anti-Abkhazian sentiment turned anti-Rus- 
sian, and demonstrators began chanting 
anti-government and anti-Soviet slogans. 
There has long been resentment in Georgia 
at the degree of Russification of the repub- 
lic. Past protests have centred on plans to 
build a new rail link through Georgia, which 
opponents claim will damage the environ- 
ment and encourage more Russians to come 
in as settlers. 

In the past year Mr Gorbachev has be- 
come increasingly impatient with nationalist 
challengers, whom he sees as playing into 
the hands of party conservatives and threat- 
ening the cause of perestroika. Last Decem- 
ber Mt Gorbachev used the chaos that fol- 
lowed the earthquake in Armenia to detain 





_of the mass demonstrations in Yer 
^Armenian capital, earlier in the yea 
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ity: or undermine the state. Ai 
inthe party paper Pravda on 
Lith explicitly linked the deaths 
with the-violence last year. 
nians and. Azerbaijanis ar 
tremists” who hide behinc 
mitment to reforms” for both. ^. 
Despite the signs of an iron fist | 

all the velvety talk at the top of the Co 
nist party of the need to take accour 
tional sensibilities, the nationalist. 
has, if anything, intensified. Mr Gorb 
wants the nationalists to in Loin th: 
ferences until after a special Central ( 
mittee pa on nationality policy, pr: 
bly in June. But no amoun 
worthy party resolutions is 
ing to resolve grievances w 
in some cases go back be 
the 70 years of Soviet rule 
in all cases have been bo 
up for too long. 
So far the centre is 
strong enough to combat 
Mr Gorbachev referred t 
pep-talk last month to 
per editors as "centrifugal tendenc 
for how long? Party officials began te 
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tionalist energies more Eana, 
quickly to demands for greater politic 
tonomy, apay in the Baltic states. 


ready Tied C XDectations Eua Mr Go 
chev cannot or will not meet. 
Indeed, the signs are that in some 
publics the party organisation is beginr 
to buckle under nationalist pressur 
lesson learned. from the recent par 
tary election is that, where nationalist 
ment had already broken surface, part 
cials fared badly unless, like the Es 
party leadership, they had attached > 
selves to the nationalist cause. 
When the new parliament meet: 
first target of the more nationally- 
deputies looks like being a draft law; 
lished last month in an attempt to rejig 
balance of powers between the repul 
and the centre. Although the law would: 
the republics more control over thee 
ment, and some extra powers of taxa 
falls far short of many nationalists' di 


EUROPE 








for economic autonomy. 

In a direct challenge to Moscow, pro- 
posals to be put to the Estonian parliament 
next month call for the legalisation of some 
private enterprise, the return to individual 


farmers of all land from collec- 
tive and state farms, and the 
establishment of a department 
to control immigration (mean- 
ing the influx of unwanted 
Russians from the rest of the 
Soviet Union). Plans for a sep- 
arate Estonian currency have 
been dropped, but there are 
plans to issue special ration 
coupons, which could be used 
as money. Twice in recent 
weeks Pravda has scolded the 
Estonian Communist party for 
not keeping control. 

Demonstrations, like the 
one in Georgia last Sunday, 
can always be put down by su- 
perior force. But the national- 
ist challenge facing Mr Gorba- 
chev is not just one of law and 
order, it is a political challenge 
to the way the Soviet Union is run. After 70 
years of thinking that it had a Lenin-given 
right to rule, the Soviet Communist party 
now has to learn the trickier art of how to 
govern in a multinational state. 





French conservatives 


Hipe for renovation 


FROM A PARIS CORRESPONDENT 


N THE name of God, go. The invitation 

to ex-President Valéry Giscard d'Estaing 
and, by implication, to Mr Jacques Chirac, 
the chief of France's neo-Gaullists, was no 
less vigorous for being slightly less brutal 
than Cromwell's advice to an English parlia- 
ment. The leaders of the French right were 
being exhorted for their country's sake to 
“pass on the torch’’. The request came from 
young upstarts who believe the divided right 
has been defeated once too often under the 
distinguished old guard and that a broad 
conservative movement, moderate and co- 
hesive, now needs shaping to regain power. 
The challenge, even if not immediately suc- 
cessful, foreshadows a thorough shake-up of 
French politics. 

Leaders do have a way of staying on in 
France. President Mitterrand, still going 
strong, has headed the Socialists since de 
Gaulle’s days. Mr Georges Marchais, the 
Communist chief, has likewise run his party 
since the 1960s. Mr Giscard d'Estaing, aged 
63, and Mr Chirac, still only 56, first took 
over the country between them, as president 
e=ind prime minister, 15 years ago and have 
remained party chiefs. Mrs Margaret 
Thatcher is a novice by these standards. 

The wait might not have been so dis- 
tressing for an aspiring band of conservative 
princelings if their leaders had not marched 
them into four electoral defeats, or unhappy 
stand-offs, in the space of a year: the presi- 
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dential race won by Mr Mitterrand, the par- 
liamentary elections that followed, then can- 
tonal elections and, last month, municipal 
elections. Nor might they have been so con- 
fident -had they themselves, the right's 
young bloods, not done uniformly well in 
the recent local polls, winning big cities and 
taking control of provincial assemblies. 

Appetites were whetted. Rebel leaders, 
mostly just turned 40, include Mr Michel 
Noir, the new mayor of Lyons, Mr Domi- 
nique Baudis, a former television newscaster 
who has strengthened his hold on Toulouse, 
Mr Alain Carignon from Grenoble, Mr 
Charles Millon, a persuasive man from the 
Rhóne valley, and Mr Philippe Séguin, a 
heavyset battler from eastern France. To- 
gether they number 12, coming both from 
Mr Giscard d'Estaing's loose conservative 
federation and from Mr Chirac's tightly 
organised Gaullist group. They call them- 
selves "renovators", aware that they are 
seen as plotters. 

Their chance to strike has come with 
the elections in June to the European Parlia- 
ment. Mr Giscard d'Estaing has put himself 
at the head of a joint conservative list. He 
would like, it seems, to become president of 
the European Parliament, a post that could 
help him become "president of Europe” if 
that position ever materialised in a unified 
post-1992 Community. This is part of a deal 
with Mr Chirac, who is backing him as the 


right's European champion in return for Mr 
Giscard d'Estaing's forbearance in not tak- 
ing sides against Mr Chirac in last year's 
presidential race. 

The trouble with the ex-president's 
scheme is that the opposition centrists, who 
should by rights be with him, are not. They 
insist on having their own list as long as Mr 
Giscard d'Estaing heads the big one. They 
do not share his ideas. This has left roqm for . 
Mr Noir and company to pounce. They be- 
lieve they can reassemble the entire right, 
centrists and all, and provide Mr 
Mitterrand's ruling Socialists with real op- 
position. Only the clan warfare perpetuated 
by personal rivalry between their older lead- 
ers prevents it, they believe. They call the 
badly fractured right "an election-losing 
machine’. 

A first temptation of the Giscard and 
Chirac parties was to suspend the muti- 
neers. But opinion polls show a majority ~ 
French voters applauding their cheek. . 
Mr Chirac decided instead to call an emer- 
gency meeting of the Gaullist party's Na- 
tional Council, which reprimanded the 
rebels by voting 87-1396 to remain behind 
Mr Giscard d'Estaing. Since when was 
youth the measure of political worth? the 
council wanted to know. Still, the vote was 
not thoroughly convincing because the 
hard-right Gaullist chief, Mr Charles 
Pasqua, made it known that he would have 
preferred the party to fight the European 
election on its own, not under the banner of 
an old foe. Meanwhile, the ex-president 
himself declines to budge. He challenged his 
12 tormentors to a televised debate, which 
they refused. 

But the rebellion has achieved some- 
thing. The right’s long-established leaders, 
though still in place, are wounded before the 
country. Any coherent conservative party 
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German deer as Mr Helmut. Kohl, 

nitted as much on April 13th when he 

ooted out of his cabinet Mr Rupert Scholz, 

man he had made defence minister less 

nan a year ago. By removing the tactless Mr 
Scholz as part of a cabinet reshuffle, Mr 
Kohl hopes to revive the flagging fortunes of 
his centre-right coalition government. He 
has made the best of a bad job. 

Mr Scholz will be missed by few, barring 
perhaps Mrs Thatcher and President Bush. 
They liked his outspoken support for mod- 
ernising NATO's short-range nuclear weap- 
ons, one of the things (along with his arro- 
gant manner) which had made him foes at 
home. He is replaced by Mr Gerhard 
Stoltenberg, who has been finance minister 
since Mr Kohl’s coalition came to power in 
1982 and who bungled the presentation of a 
big tax reform that was meant to be a sure 
election winner but turned out to be widely 
unpopular. As far as is known, Mr 
Stoltenberg has never pronounced on mat- 
ters military and is unlikely to stick his neck 
out too far on modernisation. He may not 
3o much better at defence than Mr Scholz, 

iut he can hardly do worse. 
... Mr Kohl's clear trump is the new f- 
nance minister, Mr Theo Waigel. That is 
not because Mr Waigel, a Bavarian lawyer, 
has shown any special talent for finance 
(though he knows enough about politics to 
promise to repeal the hated 1096 withhold- 
ing tax concocted by Mr Stoltenberg). He is 
a tough, commonsense politician. His beetle 
brows, friendly manner and clear delivery all 

come over well on television. 

Mr Waigel succeeded the late Franz Jo- 
sef Strauss as boss of the Christian Social 
Union, the Bavarian sister party of Mr 
Kohl’s Christian Democratic Union. Mr 
Strauss loathed Mr Kohl and refused to join 
his cabinet. Mr Waigel gets on better with 
the chancellor but still thought long and 

hard before accepting his new job. If the 
government's stock goes on falling, being 
art of the Kohl team could lose Mr Waigel 
ort in Bavaria's state election next year. 


sUPpO po 
Mr Kohl gets good marks for two other 
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lly opposed to deals with Mr | 


Waigel has taxpayer appeal 





changes. One is the removal of Mr Friedrich 


Zimmermann as interior minister. His abra- 
- sive manner has been a liability at a ministry 


that has to handle some of the country's 
most sensitive problems, such as the recent 
big inflow of immigrants. The other is the 
expulsion of the dismal Mr Friedhelm Ost as 


FRISH motorists were wondering this 
week whether they might be walking 
to work before the month is out. Ireland 
has some of the dearest petrol in Europe, 
around IR £2.72 ($3.85) a gallon for pre- 
mium grade, but the big international 
petrol companies still reckon they are 
losing money on the stuff. With the 
wholesale price of petrol rising sharply 
last month, oil companies had hoped to 
raise their pump prices by as much as 14 
Trish pence a gallon. That plan has now 
been scuppered by the Irish government, 
which has imposed a freeze on petrol 
prices. In response, four of the big inter- 
national oil companies have stopped im- 
porting petrol; most of the others may 
follow suit. 

“Strong-arm tactics against a small 
nation,” said Mr Ray Burke, Ireland’s in- 
dustry minister. The country, he said, 
“will not be held to ransom.” Behind the 
bluster is the fear that its economic re- 
covery is at stake. Although inflation is 
now running at just 3.3%, down from 

| 21% in the early 1980s, it has almost 

| doubled in the past year. More expensive 

| petrol, economists fear, could help fuel a 
new round of stagflation. 

Oil companies were due to meet Mr 

Burke on April 13th. The meeting was 

. not expected to produce a long-term so- 

| lution, because the gulf between the two 

sides is so broad. Oilmen reckon that if 

the government wants to keep the lid on 

inflation it should cut the IR£1.90 tax it 

| imposes on every gallon. The wholesale 


government spokesman. F 
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Ireland runs on empty 










the development-aid minister, Mr- 
Klein, a back-slapping former jou 
known to his many friends as Johnny. 
But the reshuffle has not solved 
Kohl's problems. The new interior 
Mr Wolfgang Schäuble, has so far 
head of the chancellery, where his eff 
and diligence have often pulled M 
fat out of the fire. He will be sorely 
there. The liberal Free Democrats, 
partners in the coalition, em 
scathed, although one of their nu 
Hans Engelhard, the justice mini 
ily the most lacklustre figure in tl 
No one expected Mr Hans-D 
Genscher to go. He has been fore 
ter for 15 years and seems to have 
through something close to divine: 
The biggest problem for Mr 
change he failed to make. He wan 
switch his party's general secreta 
Heiner Geissler, to the cabinet, Mr G 
who is increasingly at odds with M: 
refused to change jobs. ihr i is one 






































































price of petrol in dieit. say hee comp 
nies, is at present a few pence less than 
neighbouring Britain, which is why 
want to raise pump prices. The 
frontation has not been helped b 
government's decision to press a 
with an inquiry by the Fair Trade Cor 
mission into oil-company activities. - 
Even if a temporary compromise 
agreed on, the problem will not go à 
Ireland's petrol prices will need to fal 
1992 to comply with EEC rules. The T 
government reckons that it may be 
to break the big oil companies' strangl 
hold on the market—lreland is der 
dent on them for two-thirds of its pe 
rol—by capitalising on Mr Cha 
Haughey's newly established rappo 
with Mr Mikhail Gorbachev. A ba: 
deal to trade Irish food for Rus 
was hammered out in principle: | 
two men met at Shannon airpo 
this month; tying it up now looks a 
ter of urgency. 


sign that Mr Kohl no longer dominates his 
party as he used to. Latest opinion polls give 
the Christian Democrats and their Bavarian 
alties only 3796, their worst score for de- 
cades. A poor result in the European par- 
liamentary election on June 18th and it 


could be Mr Kohl's head on the block. 





French defence 


Force of francs 


FROM OUR PARIS CORRESPONDENT 


ILITARY ambitions and economic re- 

alities are on collision course in 
France. The country has an arsenal varied 
enough for a superpower but only a me- 
dium-sized power's pocketbook. If the gov- 
ernment orders everything the generals 
want, by the end of the century France will 
have a nuclear-powered aircraft-carrier bat- 
tle group, nuclear weapons on land, sea and 
in the air, its own fighter aircraft, and an 
army equipped with a modern tank devel- 
oped at home. 

All this was called for in 1987 under a 
five-year programme accepted by conserva- 
tives and Socialists alike. Spending on weap- 
ons was to rise by 696 a year after inflation. 
This happened in the first two vears of the 
plan. But this year the increase has fallen to 


around 5.796. The argument in Mr Michel 


- Rocard's government now is over levels for 


1990 and beyond. 

On one side is the finance ministry. It 
wants to keep France's 1990 budget deficit 
to FFr100 billion ($16 billion). Slower eco- 
nomic growth plus extra spending on educa- 
tion and research (both priorities of Presi- 
dent Francois Mitterrand) add up, its 
officials think, to a likely deficit of FFr140 
billion unless cuts come from elsewhere, in- 
cluding defence. On the other side are the 
military staffs, who want to stick to the origi- 
nal path. At the moment, according to the 
prime minister's office, they are not willing 
even to consider if any of the big items could 
be built for less. 


The defence minister, Mr Jean-Pierre 


- Chevènement, is said to favour, more realis- 


tically, spending growth of 696 for 1990 and 
1991, dropping to 596 in the following two 
years. This would mean cuts of FFr23 billion 
or so in planned spending in 1990-93. No 
big programme would have to be scrapped, 
but several might have to be stretched out or 

elayed. The severest proposal, called “cata- 
strophic” by some officers, is for 4% annual 


| south meaning spending FFr31 billion less 


n planned over the four years—and cut- 
ting at least one large programme. 

France's military shopping-list includes: 
€ A nuclear-powered aircraft carrier, 
Charles de Gaulle, due to come into service 
in 1996 at a cost of FFr14 billion. 


@ Six new missile-launching nuclear subma- 
54 





Spending faster than he can fire 


rines to carry the M5 nuclear missile. The 
first is due in service in the mid-1990s. The 
cost, already a fifth higher than expected, is 
close to FFr80 billion. 

e 40 land-based Hadés nuclear missiles with 
a range of 350 kilometres or more, to replace 
the shorter-range Plutons. Cost: FFr15 
billion. 

e Some 330 Rafales, a fighter aircraft to be 
built by the trouble-plagued Dassault com- 
pany and due for service in the mid-1990s; 
when Mr Michel Rocard, the prime minis- 
ter, read the cost of FFr120 billion, he too 
used the word "catastrophic". 

e 1,400 Leclerc tanks, already afflicted by 
delays and cost overruns; the first should be 
in service around 1991. 

Where to cut? Every programme can so 
easily be made to sound sacrosanct. Though 
some non-government defence analysts 
have for years argued that France does not 
need nuclear weapons on land, sea and in 
the air, the principle of the nuclear triad is 
not to be touched, according to an adviser 
to Mr Rocard. The prime minister is 
thought to be specially keen on protecting 
the "external role of France", code for the 
nuclear aircraft carrier, and cancellation of 
the Charles de Gaulle would mean “ten 
years of mutiny from the admirals”, accord- 
ing to a defence-ministry official. Delaying 
the schedules of the new nuclear submarines 
does not save money in the end, but it saves 
it now, which is the period politicians and 
generals most care about. 

The Leclerc tank is an obvious target for 
the budget-cutters. But it is to be made in 
France's state arsenal, the Groupement 
Industriel des Armements Terrestres, em- 
ploying 17,000 people, most of them in So- 
cialist parliamentary districts. Cancelling 
the Rafale would delight the French navy, 
which prefers the American F-18 naval air- 
craft to the carrier-based version of the 
Rafale. But France has spent diplomatic cap- 
ital in pursuing the Rafale on its own. Cut- 








ting it would be politically expensive an 
would in effect put Dassault out of business. 
A small group of ministers will meet be- 
fore the end of April for a first set-to. 
France's commander-in-chief will alone 
make the final decisions, especially on nu- 


clear systems. For the moment Mr 
Mitterrand is keeping his counsel. But a 
presidential adviser does not rule out the 
cutting of one big programme or, say, three 
small ones. 





Russian submarines 


A lot lost at sea 


UBMARINES have always been danger- 

ous contraptions. Most countries that 
operate them have had disasters. The Soviet 
Union has by far the biggest submarine fleet 
in the world and seems to have a lot of trov- 
ble. But the loss of the m-class submarine i 
the Norwegian Sea on April 7th only puts 
the Soviet Union about on a par with the 
United States in losses of nuclear-powered 
submarines. As far as is known, the Russians 
have now lost three; the United States, 
which has fewer, has lost two. 

In the West the first sign that the M-boat 
was in trouble seems to have come from a 
report, monitored by Norway in the after- 
noon of April 7th, of a fire on board. Either 
late that night or early the next morning the 
boat sank about 130 miles south-west of 
Bear Island. Forty-two of the 69-man crew, 
including the commanding officer, were 
lost. Soviet reports say that a short-circuit 
started a fire in the engine room (where the 
steam turbines are located; the nuclear reac- 
tor is in another compartment). But a fire 
would not normally have sunk the ship. 

There was at least one explosion on 
board. One plausible theory is that tanks of 
compressed air could have overheated or a 
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IS Ca sed, the explosion would 
lave ruptured the enormously 


e other hull fitting, allowing sea 
our in, putting the electrical sys- 
of action, Although the submarine 
ble to blow its ballast tanks and sur- 
once eleetrical power was lost there 
“would have been no way to pump the water 
Qut & the hull as fast as it was comingin. | 
— . s What of the possibility of contamina- 

n tion from the submarine's nuclear power- 
plant and the two nuclear-tipped torpedoes 
: „said to be carrying? The m-class sub- 
(ds gm at twin reactors cooled 











reactors were not damaged and were 
down properly. 
down by the crew before abandoning 
hey would have been shut down auto- 
ly when power was lost. 
though the areas inside the subma- 
pede ‘hull will now be open to sea pressure, 
the extremely strong casing surrounding the 
reactor will prevent it from being crushed, 
allowing radioactive material to leak into 
the sea. Years, maybe hundreds of years, 
from now it will corrode through and some 
leakage may occur. But any leak will be so 
diluted by sea water that it will probably 
pose little danger. The two nuclear torpe- 
does on board may well have been crushed 
by the pressure and their small bits of nu- 
clear material, probably one ball of pluto- 
nium plus a bit of uranium in each, exposed 
to the sea water. Although plutonium i is poi- 
sonous, it will not have been scattered. 
Norwegian ships continue to monitor 
the sea near the wreck, but so far no traces 
of radioactivity have been found. The So- 
viet Union has sent a salvage ship to the 
scene and will try to raise the hulk, which 
lies in around 5,000 feet of water. ..— 
This submarine was an ere dna at- 
: ck submarine, designed to hunt other sub- 
"marines. The Russian navy has dozens more 
such ships. But if, as some western intelli- 
gence sources believe, the lost ship was also 
‘sonly test-bed for an: experimental 
t-jet propulsion system, its loss will set 
that research back considerably. E 
The purpose of water-jet eripi is 
to cut down the noise that submarines make 
in the water. Listening to this noise is the 
main way submarines are detected. and 
tracked. Western countries have also experi- 
mented with exotic types of propulsion, but 
their water-jet designs have not yet proved 
to be quieter than propellers (even to move 
themselves at slow speeds large submarines 
must pump so much water so fast that the 
. noises of the pumps and the water-flows are 
- at least as loud as a quiet propeller). But the 
ze Russians seem to think that water-jets have 
“promise. For this reason alone they will miss 
their one M-class submarine. 
—— —————Ó—— — À—UP—— | 
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EEC single market 


If they had not been 


Sorry, lII ead 


that again 


FROM OUR BRUSSELS CORRESPONDENT 


F THE European Community is to meet 
its deadline of a single market by the end 
of 1992, the European Commission has long 
argued, then it will have to have taken all 


— the major decisions by the end of next year. 


Suddenly, the president of the commission, 


. Mr Jacques Delors, and his colleagues have : 
realised that they themselves have been. one 


of the biggest obstacles to meeting this dead- 


-.line. In the past two weeks they have aban- 
` doned one by one virtually all the hard-line 


positions that have been blocking agree- 


ment on the central elements of the single- 


market idea. 

On March 31st the commission decided 
to reduce sharply the scope of the draft regu- 
lation giving it control over company merg- 
ers and takeovers. It has also given up plans 
for a rigid new structure for value-added.tax 
(VAT) and for a single rate of EEC excise 
duty. Then came the news that it was ready 


to cut the level of its proposed withholding 


tax on interest paid to savers. This, in turn, 
was followed by a radical change in its ap- 
proach to cutting car emissions. Aggressive 
proposals for limiting the entry to the EEC 
market of banks from countries which dis- 
criminate against European banks have 
been made less fearsome: 

In all but one case, the original commis- 
sion proposals stood little chance of getting 
through by the end of next year, if at all, 








the combined turnover of 
volved exceeds 2 billion ecus ( 
‘and excluding most mergers b 


because they were : 
governments. The exceptio 
sions, where agreement — 
blocked by a procedural imbrog 
the individual governments, : 
sion and the European Parliam: nt. 
Not that the commission’s cli 
means that in each case solutions h 
found that will produce the necessary ag 
ment. Ministers of the Twelve, me 
Luxembourg on April 13th, tol 
mission that its new ideas on. 
trol—covering only big Eurom 



























































in the same country—were an 
ment, but that further changes wer 
On the vexed question of VAT, 
missioner in charge of fiscal harmon 
Mrs Christiane Scrivener, told EEC a 
dors on April 6th that she is ready 
ways of allowing zero-rating. This is a vi 
for Britain, Ireland and Portugal whi 
sist on keeping zero tax on some item 
Scrivener also seems ready to drop t 
mission's earlier proposal for a me 
rate, in effect allowing the market to de 
how high the var ceiling can go, 
As for a single level of excise duty 
cigarettes, alcohol and petrol, this, said 
Scrivener, had been a mistake. The ¢ 
sion would be submitting new. propos: 
soon. And would the ambassado: als 
that on reflection she felt that her ori; 
proposal for a 1596 withholding tax Or 
terest to savers, announced in Febru 
too high? How about 1096? ~ 
All the changes, with the exc 
those | concerning car-emission co 
lighten the com imissio 





— dards and 
-obligatory by- 1993, 
doubtedly mean more 
tion, not less. But. p 
control has plenty of 
. with both public o 
` politicians i in Eur 
| The commissi 
-ditched its old ; pro o 
> der to keep the 1992 1 
tum going. It has al& 
into account in. 
amendments being pro 
by the European Parli 
Under revised rules bro 
two years ago by the Sing 
ropean Act, an allia 
tween commission: ar 
ment can in sor 
limit member states’ rc 
manoeuvre when they m 
take final decine 
Council of Ministers. Ge 
ments, be warned, 
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United States one of the most technologically advanced, its also the most maintaining computer and data communications equipment, distributing 


cost-efficient. We're also fluent in cellular communications. computer high quality communications products and developing value- added 


service and financing and leasing. services at nearly 20,000. customet sites in Europe. And Bell Atlantic 


Bell Atlantic Mobile Systems is recognized as 






+ leader i innovative cellular technology. Its 


iah is well above. 


Financial is offering tailored financing and related services on high- 
- "And Bell Atlantic Capital Corporation ranks in the top ten in the technology equipment 
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player in project financing and capital se rvices. With a loud, clear voice. 
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economy could be in for a bumpy 
E "T have never made any promises of 
soft landings or semi-soft landings,” Mr 
. Nigel Lawson warned a House of Commons 
select committee on April 10th. Britain's 
ancellor of the exchequer made it plain 
epared to increase interest 
ier—and hence accept slower 
j h—if necessary, to prop up sterling 
- 4nd squeeze down inflation. 
Dritain's retail-price index for March, 
due on April 14th, was expected to show a 
12-month rise nudging 8%. Even after strip- 
€ ‘mortgage-interest payments, the in- 
flation rate has jumped from 3.7% to 
around 5.7% over the past year. The head- 
line figure is likely to fall in the second half 
of this year as the increases in the mortgage- 
interest rate drop out of the 12-month rate 
of change, but the Treasury’s forecast of 
51496 by the end of the year already looks 
too optimistic. - 

The tighter labour market is pushing up 
pay settlements. Unit labour costs—already 
up by 8.496 in the whole economv in the 
year to the fourth quarter of 1988—are 
. likely to accelerate as output and productiv- 
bii sow. 

— « Pressure on wages will grow if sterling 
j cákens, pushing up import prices. The 
aq ind looks increasingly vulnerable. Brit- 

ün's large current-account deficit is being fi- 









See nanced by short-term capital inflows which 
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could suddenly go into reverse. With a $47 
billion chest of foreign reserves, the Bank of 
England has plenty of ammunition with 
which to defend sterling but, if the pound 
comes under sustained attack, interest rates 
would have to rise. 


Slamming on the brakes 

It is still not clear whether base rates of 1396 
have been enough to slow the pace of do- 
mestic demand. The strongest impact has 
been on the housing market. The surge in 
mortgage lending fuelled the boom of the 
past couple of years, as higher house prices 
encouraged consumers to spend more, and 
households withdrew equity to finance 
other purchases. The slump in the housing 
market—in turnover as well as prices—in 
the south of England should help to reduce 
consumer spending. New mortgage lending 
is down a fifth on a year ago. The Treasury's 
current favourite measure of money, Mo 
(mainly notes and coins), has also slowed 
sharply. It rose by only 0.296 in the past six 
months compared with 6.096 in the previ- 
ous six. 

The signals from the real economy are 
more mixed. The volume of retail sales 
jumped 3.196 in February, but is little higher 
than last summer. Imports have held up 
strongly. At the same time, output is hold- 
ing up better than consumer demand: man- 
ufacturing production in the three months 
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the trade deficit, rather than. 
“now the main. symptom of exces: 
The 7-896 increase in real domestic 


A rise in the index noua. a fail in ee 
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to january was 7% TE han 
The big question is whether manufa 
who have been constrained by ca 
sell more of their output abroad as d 
demand stalls. : 
Mr Peter Walker, the sole re à 
in the cabinet, thinks not. Brit 
current-account Sada oa ney 












count i defen e can ae be 
smaller OECD economies— 










easy. "Thue, hate pe hia a cu 
count deficit of around 3% of 
years. But America is a unique case 
can finance its deficit in its own cu 
the other six big economies, no 
deficit anywhere near to 39 
longer than one year. Britain's | 
of GDP. . 

However, the freeing of inter 
capital flows may mean that it is no 
for a large country like Britain to. 
deficit. Indeed, this may be the rez 
the current account has de 
much. Because capital moves 













































in Britain last year was the fastes 
war. In the past, such excess der 
have pushed up prices a lot; in 
interest rates attracted the f 
needed to pay for imports. 
Mr Lawson also claims 1 1 



























































ut the pound falling. He gave 
xamples to the Commons commit- 
'ountries (Japan, West Germany, Hol- 
nd Austria) which, in the late 1970s 
sarly 1980s, achieved swings from defi- 
‘surplus of around 3% of GDP, without 
p currency depreciation. What he 
ed to mention was that all of them except 
also suffered at least one year of falling 
put and rísing unemployment. 
‘What is more, apart from Austria, these 
tries started off with much smaller defi- 
of 1-11^96 of app. Britain's larger deficit 
s sterling more vulnerable and leaves 
j'overnment with much less room for 
euvre. Austria succeeded in trans 
g à current-account deficit of 4.596 of 
n 1977 into a surplus by 1982. But Aus- 
; much smaller than Britain; and some 
cess may have been due to its corpo- 
ystem of agreements between unions, 
oyers and the government, which this 
iment is hardly likely to want to copy. 
Gavyn Davies, an economist at 
ian Sachs, an American investment 
has EU previous c cases where 


ame old Neil 


BOUR should be feeling the sap rising 
n its veins this spring. In the opinion 
s, it now runs neck- and-neck with the 
rvatives. Mr Neil Kinnock gambols in 
ouse of Commons, by comparison 
past performances anyway. There is 
prospect of victory in a by-election, in 
ale of Glamorgan on May 4th. Yet 
of its leaders are still not sure that the 
long winter is really over. Why not? 


VIUERE TI 


ge- 


tion of its currency p conseque dup 
tion. And, in all cases, domestic demand was 
forced to grow much less than the world av- 
erage. As a rule, the smaller the fall in the 
currency, the more painful the slump in do- 
mestic demand. 

If all the burden of adjustment in the 
current account has to fall on domestic 
spending, with no improvement in competi- 
tiveness, then a much sharper slowdown in 
domestic demand will be needed. But a soft 
landing and a cheaper pound might prove a 
worse combination, if it left inflation stuck 
at a higher level than abroad. There are 
other reasons why a depreciation may not 
make much sense: while manufacturers’ 
competitiveness has deteriorated by more 
than 20% since the end of 1986, sterling's 
trade-weighted value is now close to most es- 
timates of purchasing-power parity. 

Indeed, a hard landing may be the best 
thing for Britain’s longer-term economic 
health. A short, sharp slump in output anda 
small rise in unemployment would snap the 
wage-price spiral, halt inflation, and allow 
the economy to perk up just in time for the 
next DN oe Mrs Thatcher 
might have to soldier on to the last minute, 
in 109048 to see a real revival. 
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First, because the Vale of Glamorgan is 


not the only electoral test that Labour will 


soon face. On the same day, it will fight the 
county-council elections; in June elections 
to the European Parliament take place. The 
pattern of votes when those iMd last 
took place (in 1985 and 1984 respectively) 
almost guarantees that Labour will not make 
huge gains this vear. But, more importantly, 
the party is rediscovering what deep down it 


tion is ‘certainly 





king its image to ap- 
e next general elec- 
going to be a long and ardu- 





peal tot i 


ous affair. 

The vital task is a series of policy reviews 
on which party committees have been work- 
ing for 18 months. At one level, these will 
detail the ways in which Labour. wants to 
back away from some of its policies. Thus 
the party hopes to appear no longer 
unilateralist; rior anti-Europe, nor Big- 
spending and high-taxing, nor protective of 
every trade-union restrictive practice. That 
is dificult enough; a tax package that would 
have a top rate of income tax of 5096 sticks 
in throats that once swore to squeeze the 
rich until the pips squeaked. 

But such detail is easy, compared to the 
task that the party's revisionists have set 
themselves, Those who are now making the 
running in the party—men like Mr Gordon 


Brown (shadow chief secretary tothe Trea- |.- 


sury), Mr Tony Blair (energy), Mr Robir 

Cook (health) and Mr Bryan Gould (trade 
and industry), each the intellectual match of 
his ministerial opponent—want to do some- 
thing more. In effect, they are trying to cre- 
ate a brand-new political party within the 
shell of an old one, without losing any of the 
old one's reserve of support. It is not enough 
for Labour to have talent, they sav, or even 
for Mrs Thatcher to make mistakes. In addi- 
tion, their party must make a decisive break 
with what, in the jargon, is called the 
"labourist'' past. 

On this thinking, Labour must neither 
espouse the corporatism of the party's gov- 
ernments in the 1960s and 1970s, nor pur- 
sue the left-wing socialism that the party 
adopted after 1979. Instead, it must stand 
for individual liberty, markets and consum- 
erism, On the surface, much of this change 
has already occurred. It is impossible to talk 
to an ambitious Labour politician these days 


without hearing how wonderful. markets 


are, or how important is individual liberty. 
Three big barriers stand in the way or 
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trade unions. The government steeled itself 
to abolish the National Dock Labour 
Scheme, which protects the jobs of about 
9,000 dockers, only with great trepidation. 
But it expected Labour to squirm and it has. 
Mr Kinnock’s advisers have been frantically 
signalling that a future Labour government 
would not reintroduce the scheme. Their 
claims were spoilt by Mr Michael Meacher, 
the shadow employment secretary, who in- 
dicated that he would support a strike 
against the government's plans. If such a 
dock strike takes place (though that is far 
from certain) the government will benefit at 
Labour's expense. 

Second, Labour is still torn by personal 
rivalries. An example surfaced during the 
drafting of the report of the policy-review 
committee dealing with industrial policy. 
Mr Nigel Stanley, Mr Gould's research assis- 
tant, and Mr John Eatwell, Mr Kinnock's 

onomic adviser, had a row. The issues 
were unimportant. But Mr Ken Livingstone, 
a left-wing backbencher, was present. He 
later put it about that Mr Kinnock had be- 
come even more rightwing than Mr Gould, 
whom the left loves to hate. 

The main point of this intervention, al- 
most certainly, was neither to make a princi- 
pled case for left-wing policies, nor to win 
Mr Livingstone votes from the left wing at 
the party’s national executive committee 
elections. It was just mischief-making at Mr 
Kinnock's expense. Mr Livingstone loathes 
his leader as only one still on the left can 
loathe an apostate. 

Such backstabbing matters because— 
the third barrier to change—of the weak- 


ness of Mr Kinnock's position and that of 
his deputy, Mr Roy Hattersley. 
Senior figures in the party argue that Mr 


Hattersley is a sad relic of Labour's undistin- 
guished 1970s. With Mr Kinnock, the prob- 
lam is different. Intellectually, he is as pas- 

mately committed to changing his party as 
any of the revisionists. He would not have 
gone through the misery of the past five 
years if he did not think that the party 


needed something new. The question is his 


heart; and how he appears to the country. 
He has looked happy of late, at the Labour 
rallies where he has been making his recent 
speeches, surrounded by the nostalgic faith- 
ful. But that is the problem. He sometimes 
seems to yearn for the lachrymose labourism 
of Nye Bevan. Those who do not hail from 
places like South Wales find this unpalat- 
able or incomprehensible, or both. 

Conservative ministers think that La- 
bour is doing better in the country than they 
dare admit. Yet they cannot bring them- 
selves to believe that, when the chips are 
down, the electorate will think that Mr 
Kinnock embodies a new kind of Labour 
party. His biggest fans are in Mrs Thatcher's 
cabinet; they always have been. 
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AYFAIR, historically the most ele- 

gant bit of London, is strangely 
soulless, particularly at night. For behind 
the porticos and stucco facings lie hun- 
dreds of offices. They were converted to 
that use, in theory only temporarily, 
some 40 years ago. For some time the 
Conservative-run Westminster City 
Council has been trying to force some of 
these offices back into residential use. 
And it has won its point. 

Within the next 18 months, five big 
eighteenth-century houses, containing 
more than 70 offices, are to revert to 
their original use as homes. In these slack 
times demand will have to be strong if 
prices in Mayfair residential property are 
to catch up with London's poshest prop- 
erty in nearby Belgravia. Prices there can 
be up to 5096 higher. 

Named after a popular fair (banned in 
1764 following complaints from rich resi- 
dents), Mayfair was for two centuries the 





Old and rich 






National Health Service 


Creeping radicalism 


(EE of the proposed reforms of 
the National Health Service (Nus) re- 
lies heavily on the charge that they are a rad- 
ical break with the past based on dogma, not 
an extension of the established system. This 
charge is sustained by the government's own 
Maoist rhetoric, with its references to break- 
ing moulds and challenging vested interests. 
In fact, this radicalism is partly illusory. 
Some of the proposed reforms have already 
n tried in a piecemeal manner; and oth- 
ers would build on current practice: 
€ The provider market. This is not a 
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centre of fashionable London, thanks to} 
its proximity to the court of St James’s || 
and the royal parks. Down its main thor- || 
oughfare, Bond Street, the wealthy — 
would promenade and gaze at smart — 
shops. It was in Bond Street that Charles — 
James Fox made his famous bet with the || 
Prince of Wales as to how many cats 
would be seen on either side of the street; || 
and, by choosing the sunny side, won his — | 
bet with a tally of 13 to none. 2 
All that changed at the end of the sec- 
ond world war. The grand houses had — 
become too expensive to run. With | 
much of the City bombed, the shortage || 
of office space meant that smart Mayfair || 
addresses were marked out for "tempo- || 
rary” change of use as offices. t 
Bond Street is now London's equiva- 
lent of Madison Avenue or the Faubourg 
St Honoré. The few residents are a 
mixed lot: property developers, rich for- 
eigners away half the year and a handful | 
of local-council tenants. | 
It will take time for Mayfair to fill up 
with families once more, argues Mr An- | 
drew Langton, director of the Aylesford || 
group of estate agents. There are some _ 
obvious disadvantages: lack of gardens || 
and parking, few neighbourhood grocery | 
shops. Some of the houses are solarge— | 
8,000-9,000 square feet—that few fam- — 
ilies could take them on, though one 
such property was recently sold to a for- f | 
eign buyer for over £7m. Flats will sell. | 
better, but some may be used by busi- - 
nessmen as, in effect, well, offices. T 
The Grosvenor Estate, fief of the 
Duke of Westminster, which owns 100 
acres of Mayfair, has already taken note. - 
lt is negotiating with the council to re i 
store just over half the space in 54 prop- || 
erties to living accommodation. The rest || 
would become offices permanently. 1 
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wholly new idea. Many health authorities 
buy and sell clinical services, according to a 
forthcoming survey by the National Associ- 
ation of Health Authorities and Newcastle 
Polytechnic. Two-thirds of the authorities 
that responded had recently entered into a« 
service agreement with another health-care 
organisation. A fifth of these agreements 
were with other health authorities; three- 
quarters with the private or voluntary sec- 
tor. Estimates suggest that, in 1987-88, the 
NHS contracted out more than 20,000 pa- - 
tients to the private sector at a total cost of 
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more than £18m. So the Nus is already an 
active purchaser of both clinical and ancil- 
lary services from the private sector. 
@ Co-operation between the public and 
private sectors. This has surged over the 
t two years. Most big independent 
icare groups have a dozen or more 
collaborative ventures in the pipeline—or in 
place. In Coventry, Bioplan Holdings has 
provided the capital for a new private-pa- 
tient ward, a day-surgery unit and an endo- 
scopy unit at Walsgrave Hospital. They will 
be managed by the health authority, which 
may in return sell any surplus capacity back 
to Bioplan for private patients’ use. 
@ Incentives for general practitioners. 
Critics worry that the government's reforms 
will widen the range of incomes that Grs 
earn. But GPs’ incomes already vary accord- 
ing to the number of patients they attract. A 
capitation fee is paid for every patient on a 
GP's list, with older patients attracting a 
higher fee. This arrangement provides 46% 
of an average GP's income. The rest is de- 
rived from a basic practice allowance (to 
cover essential running costs), and addi- 
tional payments for vaccination and 


immunisation, family planning, cervical cy- 


tology and maternity services. 
This has inevitably ensured a wide dis- 


parity in practice incomes. Affluent patients 
get sick less often and are easier to treat, so 
GPs can cope with larger practices. GP prac- 
tices in affluent areas can produce a basic 
income of more than £35,000 a year for 
their partners, against less than £20,000 for 
a typical inner-city practice. 

e More powerful management and 
more demands for information. NHS 
managers have already become hugely more 
powerful in the wake of the Griffiths report 
in 1983. Managers and doctors alike have 
long recognised—and tried to remedy—the 
poor quality of information on clinical activ- 
ity in NHS hospitals and general practices. 
The existing Resource Management Initia- 
tive is intended to provide a complete pic- 
ture of the resources used in treating hospi- 
tal patients. 

e Increased competition. The govern- 
ment has extended competition wherever it 
has felt it expedient, most dramatically in 
the supply of spectacles. In December 1984 
it broke the opticians' monopoly on supply; 
and in July 1986 it replaced direct NHS provi- 
sion with a voucher scheme, enabling cus- 
tomers on low incomes to shop around for 
their spectacles. This change was greeted 
with horror at the time, but now causes little 
comment. 


e Cost containment. Gps’ budgets have 
not yet been formally cash-limited. But since 
the second world war governments have 
made numerous attempts to control their 
spending. Complex negotiating machinery 
has been devised to set both the target remu- 
neration of various professional groups and 
the return on capital for manufacturers sup- 
plying pharmaceutical and allied products. 
Limits have been put on the freedom of GPs 
to prescribe costly brand-name drugs where 
cheaper alternatives are considered equally 
effective. 

If the government's policy is evolution- 
ary rather than revolutionary, why all the 
fuss? Some is caused not by what the white 
paper says but by what it leaves out: mainly, 
the problems that flow from Britain's rela- 
tively low spending on health care. Some is 
caused by the tight timetable for the re- 
forms. The white paper dramatically—prob- 
ably over-dramatically—increases the rate of 
change. Some of its proposals look i 
thought-out and hastily put together. Ana 
the white paper puts the health service at 
the centre of the political agenda—exposing 
its practitioners to a degree of public scru- 
tiny for which their patients in the surgery 


have scarcely prepared them. 








For royals, for better, for worse 


S USUAL, Bagehot said it first. “A 
family on the throne is an interesting 
idea," he wrote in 1865. "The women— 
one half of the human race at least—care 
fifty times more for a marriage than a min- 
istry. A princely marriage rivets man- 
kind." It certainly rivets Britain. 

On March 30th the Sun newspaper, 
an institution of which Bagehot would 
not have approved, was handed a package 
of four letters written to the Princess 
Royal. With noisy self-congratulation, the 
newspaper did not publish them but 
handed them to the police. When the 
News of the World, a stablemate of the 
Sun, threatened to reveal the name of the 
author of the letters, Buckingham Palace 
announced it: Commander Timothy 
Laurence, a 34-year-old royal equerry. 

“Sun to the rescue," crowed our he- 
roes, who detailed the fantastic help they 
had given the police. The chance to play 
the good guys was too delicious to miss. 
For over a year, the Sun has been sniping 
at the royal family. Did the Duchess of 
York leave her baby at home when she 
went on a tour of Australia? Then she was 
unfeeling. Did the royals fail to make an 
early visit to the scene of the Lockerbie air 
crash? Then they were heartless. After 
years of licking the family to death, the 
tabloids have discovered that snapping at 


its ankles makes fresher copy. 

It was ironic that the victim of the tab- 
loid’s latest scoop should be Princess 
Anne. Her work for the Save the Chil- 
dren Fund has allowed the papers to por- 
tray her admiringly as a kind of Mother 
Teresa in wellies. In 1984 MORI found that 
people thought her to be the third most 
hard-working member of the royal family, 
mentioned by 2596 of respondents. In Jan- 
uary this year she came top of that list, 
with 6696. Five years ago only 796 thought 
she was one of the two or three royals who 
were the best ambassadors for Britain; 
now 3596 do. 

Whether the nature of her friendship 
with Mr Laurence (whatever that may 
turn out to be) or the state of her marriage 
to Captain Mark Phillips (ditto) will affect 
her popularity is an interesting point. 
Princess Margaret, the only divorced 
member of the Queen's immediate family, 
does not register at all on MORI's latest 
“best ambassador” poll and got 1% of the 
votes in 1984 and 1987. True, this may 
have little to do with her marital affairs. 
But the British may be becoming more 
conservative on divorce. Some (not 
strictly comparable) questions in the Brit- 
ish Social Attitudes Survey suggest that, 
whereas in 1983 3196 thought obtaining 
divorce should be made more difficult, 








Popular princess 
3896 took that view in 1987. 

Princess Anne has, so far, had a sym- 
pathetic press; if the marriage has broken 
down, says the Sun, ever an eminent guide 
to etiquette, "there is no reason why there 
should not be a divorce”. Beyond her per- 
sonal popularity, though, is a wider issue: 
the effect on the monarchy itself. George 
v, after studying Bagehot, reckoned the 
moral value of the monarchy was "great 
for good or evil”. If so, it is doing poorly 
just now. | 
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Electricity 


Save it 


POWER generation is a 
mucky business. It is also, as 
far as the environment is con- 
cerned, hazardous. In a busi- 
ness soon to be subject both 
to the market and to tighten- 
ing international pollution 
regulations, damaging the 
environment can endanger investments. 

Britain's  electricity-supply industry 
churns out 233m tonnes of carbon dioxide 
each year, 3796 of the country's total. Car- 
bon dioxide is a “greenhouse” gas, responsi- 
ble for the gradual (and harmful) increase in 
global temperatures. The electricity industry 
also pumps out 7396 of Britain's sulphur-di- 
exide pollution (which causes acid rain) and 

5% of its nitrogen oxides (which cause acid 
rain and, in the case of nitrous oxide, add to 
the greenhouse effect). The industry's 
record, while better than in the smoke- 
blackened days of the 1970s, has worsened 
in the past few years as demand for electric- 
ity has recovered along with the economy. 

Mr Tony Blair, Labour's energy spokes- 
man, fearful that the industry's 1990-91 pri- 
vatisation will make things worse, last week 
tried to table an amendment during the 
bill's report stage that would have commit- 
ted the privatised industry to energy-efh- 
ciency and pollution targets. A three-line 
whip ensured that it was defeated. Labour 
hopes to do better when the bill reaches the 
House of Lords later this month. 

The government argues that the bill al- 
ready includes a requirement to promote ef- 
ficiency and economy in the use of electric- 
ity; it also points out that the privatised 
industry will be subject to existing pollution 

ontrols. Greens say that all this will not be 

nough to meet Britain’s international ob- 
ligations. They point to the EEC's directives 
on pollution, and to its latest environmental 
action programme—which Britain is a party 
to—which sets specific clean-up goals. They 
also cite the United Nations’ hopes for a re- 
duction of one-fifth in carbon-dioxide emis- 
sions by 2005. 

As technology to cut acid emissions 
(such as flue-gas desulphurisation equip- 
ment) is introduced, Britain is edging to- 
wards meeting some EEC regulations. Bur, if 
demand for electricity over the next 15 years 
increases by nearly as much as the Central 
Electricity Generating Board (CEGB) thinks 
it will, carbon-dioxide emissions will rise by 
a quarter. Greens reckon that, by removing 
uncertainty about future anti-pollution mea- 
sures, the introduction of stiff conservation 
and pollution controls before the sale would 
be a favour to investors. 

Some of Britain's area electricity boards 
(which will become the area electricity-dis- 


THE ECONOMIST APRIL 15 1989 


Wem 


tribution companies after privatisation) are 
becoming interested in selling energy eff- 
ciency instead of more power, especially ex- 
pensive nuclear power. Many of Britain's 
electricity bills now drop through 
letterboxes accompanied by offers of home 
insulation and "energy audits". Why? En- 
ergy efficiency is cheap and profitable, while 
every extra kilowatt of nuclear capacity costs 
around £1,300—6-12 times the cost of sav- 
ing that same kilowatt. And energy-saving 
investments pay for themselves in around a 
quarter of the time it takes a new nuclear- 
power station to pay for itself. ' 
After the industry's privatisation the 12 
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area electricity-distribution companies will 
be responsible for commissioning new gen- 
erating capacity from the two big private 
successors to the CEGB, National Power and 
PowerGen, and from their smaller competi- 
tors. The generators will be keen to sell 
more power and build more power stations. 
That may leave them at odds with those area 
boards which hope to make a killing from 
selling energy-efficiency packages: and the 
clout of the big generators (via their near- 
duopoly) means that they may well win. If 
that happens, the government may regret its 
reluctance to write tougher rules on energy 
efficiency into the bill. 





Conservation 


shoring up the white cliffs 


ALF of Britain's best coastline still 

needs saving from the developers. 
And urgently. That is the view of Europe’s 
largest conservation body, the National 
Trust. This week Dame Jennifer Jenkins, the 
trust's chairman, began a fresh campaign to 
acquire the 400 miles which remain in pri- 
vate hands out of the 900 miles which, after 
a survey by Reading University, were picked 
for acquisition when Enterprise Neptune 
was launched in 1965. 

The trust believes that the pressures for 
leisure exploitation of the coast get ever 
harder for private and local-authority own- 
ers to resist. Some owners agree, and have 
demonstrated their agreement in a practical 
manner. 

Last summer Dover City Council 
handed over to the trust its remaining 
stretch of the famous white cliffs. And with 
the closure of Durham coal mines, British 
Coal gave the trust a stretch of the north- 
east coast which had long been blackened by 
dumped coal waste. During the year of the 
miners' strike, the sea began to clean the 





beaches. The trust believes that in a few 
years the black beaches will be restored to 
golden sands. 

Half of the 400 miles targeted for acqui- 
sition are in Wales, where some local coun- 
cils have been unable to resist leisure devel- 
opments such as marinas in Pembrokeshire 
and the Snowdonia National Park. The 
other priorities are in Cornwall, Northum- 
berland and Suffolk. The trust already owns 
a third of the Cornish coastline, including a 
considerable stretch of the south Cornish 
coast. Twice in the past ten years it has been 
defeated by property developers in its efforts 
to acquire Land's End, but it has five miles 
of nearby Cape Cornwall which still retains 
its rugged wildness. Now the Trust hopes to 
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d 
be able to acquire a further 50 miles of Corte ~ 


nish coast. 

With its 1.6m members (ten times more 
than at Neptune's birth in 1965), the trust is 
a formidable political lobby. But the envi- 
ronment secretary, Mr Nicholas Ridley, re- 
gards ownership by the trust as barely more 
acceptable than nationalisation. He has 
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^n reluctant to give the trust much cash. 
Ed. trust will need more help from pri- 
nd benefactors. It aims to raise £2m in 


I: 1992; it should be bold, and aim for ten 


tim es as much. Perhaps big donors could be 
offered the inducement of immortality by 
having stretches of coast named after them. 
How about “Hanson Head" or “Sainsbury 
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ard investment 


easuring the 


IC VERY respectable large town has its 
Ry marketing arm these days, to catch the 


ye of any passing entrepreneur. No matter 


hat most put out brochures with an identi- 
Ri message. ("Little Snoring has Europe's 
endliest people, a higher productivity 
ecc d than the Japanese can boast even in 


Haring along 


| ^ "TEN years ago the greyhound business 


| k racing 
E - gest spectator sport; and the amount of 


m i 


- £10,000 on à single race. The in- 


q La leaflet from the Greyhound Rac- 


A was going to the dogs. Race-goers 
. tended to be Andy Capps: male, aging, 
poor. All that has changed. The car parks 

3 .. of racecourses boast Porsches, BMws and 
Jaguars in startling numbers. Greyhound 

has become Britain's second-big- 


. money bet on the courses increased by 


| 27% between 1987 and 1988, accounting 


for about a quarter of Britain’s £3.1 bil- 

lic g market. 
- . The Andy Capps have been 
ben by young professionals and 
_ middle-aged businessmen, as grey- 
— hound racing has suddenly become 
ionable. Some fans think noth- 
ing of betting £5,000 or even 


dustry’ s profits are up, the audi- 
. ence growing. Large companies and 
! small businesses are increasingly ea- 
ger to sponsor races. “You will find 
— race sponsorship the ideal vehicle 
| for advertising to this free-spending 
section of the community," boasts 


^ ing Association. It costs as little as 
. £300 to sponsor a race, and between 
- £2,500 and £3,000 for a whole evening of 


: races. 


Lon 


What, apart from fashion, has 
i changed? The abolition of a penal betting 
tax in 1987 has left punters with more of 
their winnings. And stadium owners have 
rationalised their operations and im- 
proved their management. Stadiums 
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Tokyo and is just hours from Britain's su- 
perb motorway network...” etc.) Most of 
the umpteen local—and central—govern- 
ment agencies involved will point to a hand- 
ful of big investment decisions which, they 
say, have made all the brochures, receptions 
and speeches worthwhile. 

Few can produce hard evidence of their 
effectiveness. Locate in Scotland (Lis), for 
example, is an inward-investment body fi- 
nanced mainly by the Scottish Development 
Agency. Most companies investing in Scot- 
land have some involvement with it, and 
one in five of the firms that have visited 
Scotland under its aegis has since located 
there. Not a bad record. But taxpayers spent 
nearly £4m on Lis in 1987-88. How much of 
the resulting £337m-worth of investment 
would have travelled north of the border 
without LIS is anyone's guess. 

Another problem, as the National Au- 
dit Office politely points out in a report on 
LIS published on April 12th, is that it mea- 
sures its success in terms of its clients' invest- 
ment plans. But firms, says the NAO, are not 


hired smart public-relations teams to re- 
vamp their seedy image. They sank large 
sums of money into improving their cater- 
ing services. Wimbledon, the flagship of 
the business, spent £2m on a facelift— 
and is now reaping the reward. Spectators 
no longer have to subsist on a diet of cold 
hamburgers and warm beer. Tracks pro- 
vide swish restaurants where, comfortably 
glassed in, punters can watch races and 
place bets while eating a passable four- 
course meal. 





Yuppie puppy 


The revival is not confined to the rich 
south-east. Last year Hall Green in Bir- 
mingham enjoyed one of the biggest in- 
creases in earnings of any stadium in the 
country. It has spent some of its profits on 
better facilities: it can now accommodate 
more diners in its restaurants than any 
other race track in the country. 

Old-timers yearn for the bad old days, 
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monitored to net on delivery of dhe job 
they forecast. And far more time goes into 
wooing new companies into Scotland than 
into assessing their behaviour once they ar- 
rive. Where they scale down their plans after 
collecting government grants, there is rarely 
much investigation of what went wrong. 

Measuring an agency's impact will al- 
ways be especially difficult where abrupt 
changes in the local economy turn gast 
expectations upside down. The recession in 
the oil industry and less generous regional 
grants have halved the rate of inward invest- 
ment in Scotland since the mid-1980s. Lis 
has curtailed its performance targets as a re- 
sult. But the setback in Scotland poses a big- 
ger question. Should Lis’s spending be in- 
creased to meet the greater challenge, or 
would its budget be better channelled into 
other programmes to stimulate more locally 
generated job creation? Conveniently for 
LIS, perhaps, the audit office has found too 
little evidence to reach any verdict on its rea 
effectiveness. 





when cheating added an extra spice to the 
game. Punters talk lovingly of various 
tricks of the trade: giving rival dogs salt 
pills, so that they drink lots of water and 
run more slowly, or slowing down the 
hare in the middle of the race, to confuse 
the dog in the lead. Professional manage- 
ment and rigorous vet inspections now 
make such wheezes difficult; urine sam- 
ples are regularly taken to check on drugs 
and any cheating leads to instant loss of a 
racing licence. 

In spite of the new prosperity of the 
industry, prize money is still small: dog- 
owners will travel the length of the coun- 
try for a chance to win £1,000. And 
some complain that off-course 
bookmaking has a stranglehold 
over the sport. Bookmakers often 
own the tracks and dogs, provide | 
live commentaries and television 
coverage, and employ the starters, 
judges and stewards. 

But old-timers cannot resist the 
sport. Where else, they ask, can you 
get an unobstructed view of a live 
sport for £2.50? They take comfort 
from the fact that the aspect of 
greyhound racing that gives con- 
noisseurs the greatest pleasure— 
the breeding and training of the 
dogs—has changed little over the past de- 
cade. Virtually all the dogs still come from 
Ireland, and dog-training remains an ar- 
cane science, understood only by a tight- 
knit group of (invariably Irish) experts.It 
is not known whether Mrs Thatcher is a 
greyhound fan. Given the sport's mixture 
of entrepreneurial flair and old-fashioned 
values, she certainly ought to be. 
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ina new thrust into 
iversification Rolls-Royce, a 
-|- British aero-engine maker, an- 
LÀ 
. nounced plans to buy for. 
£306m ($520m). Northern 
Engineering Industries, 
which builds: power stations, 









| cham: reached a final agree- 

. ment to merge. The new firm 
will be 50:50 owned by Ameri- 
can and British shareholders 
(who have yet to approve the 
deal), be British, and have 
sales of £3.7 bil lion ($6.3 bil- 
lion) after the disposal of às- 
sets, making it the world's sec- 

ond biggest drugs company. 


7 Hewlett-Packard, a Silicon 
Valley computer-maker, paid 
.. $500m for Apollo Computer. 
The: acquisition will double | 
_ HP's share of the fast growing 
market for engineering 
*  — workstations. 


|. South African- controlled 
1 Minorco raised its bid from 
£32 billion to £3.5 billion in 
what ít said would be its final 
_ offer for Consolidated Gold 






I A and quarrying group. 


l Interest and debt 


..| Britain's chancellor of the ex- 
. | chequer, Nigel Lawson, 
_ | warned that interest rates 

| might have to rise, yet again. 





|. Mexico reached a tentative 
^,] agreement with the IMF to bor- 
T row $3.6 billion. It will use the 
|. money to buy back some of its 
eg bank zer | 


iin and Britain’ $ Bee- 


. Fields, the British gold-mining - 
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The British end of the Anglo- 
Dutch group Unilever wants 
to increase its borrowing 
powers to some £7 billion. 
Though the company said this 
was not significant, specula- 
tion is that acquisitions in the 
food sector may follow. 


Raising money 
Shareholders supported Ab- 


_bey National, a trail-blazing 


British building society, in its 


plan to seek a stockmarket flo- 


tation, which should raise 
some £1 billion ($1.7 billion). 


"An expert commission headed 


by European Commission 
president Jacques Delors 
reached unanimous agreement 
on monetary reform. Irs 
plans steer a middle course be- 
tween those who would have 
immediate monetary union 
and those who would study. 


the matter forever. Details will: 


be published next week. 


Plessey, a British electronics 
group, has been run for nearly 
30 years by Sir John Clark, 
who is 63. To allay investors' 
fears about the succession, he 
is to be succeeded by Stephen 
Walls, who is 41 and has 
been with the firm for less 
than two years. Mr Walls is to 
help Plessey fight off a hostile 


joint takeover bid from Brit- 


ain's General Electric and 
West Germany's Siemens. 


Bob Cowell has resigned as 


managing director of troubled 


Hoare Govett Securities, the 


British stockbroking subsid- 
iary of Security Pacific bank. 


America's Commodity Ex- 
change forced the resignation 
of Alan Brody, president and 
chief executive since 1980, af- 
ter floor traders complained 
he was not doing a good job. 


The embattled NatWest In- 


vestment Bank has appointed - 
three new non-executive direc- 





tors and one executive, Peter 
Spira, to its board, in order to 
strengthen leadership. 


Wrong-doings 


According to a landmark judg- 
ment at the European Court . 
of Justice, European airlines 
could be breaching the Com- 
munity's competition rules 


when they enter into price-fix- 


ing pacts. 


After a seven-year investiga- 
tion Italian magistrates in- 
dicted 35 people associated 
with Banco Ambrosiano's 
bankruptcy, Italy’s biggest 
bank failure. Carlo De 
Benedetti, who had been ac- 
cused of extortion by a publie § 
prosecutor, was absolved. 


A special task force in Seoul 
arrested 35 intellectual-prop- 
erty pirates. They were seized 
with $2m of counterfeit goods. 


Big bangs 


Rising star at the London pal- 


ladium. The prospect of con- 


ducting nuclear fusion in a 
test tube convinced futures- 
market punters with little —— 
more than school-book phys- 
ics to bet on the rare metal. 
Prices reached a five-year high 
after Texas A&M University 
and Georgia Tech said they 
thought they had confirmed 
the original Utah University 
experiments. Similarly, in Ja- 
pan, shares in companies 


which have : anything to do 


with fusion and mining are on 
the up and up. 


. sial book: “The Satani 
| Verses". | 


should create one of th 
est publishing empires in 





Gulf Weatern. istos 













Britain's Penguin Group 
curred an estimated £1 

($2.9m) in security charg 
fending its establishmen 


of Monda jm E kee 


rope. 7: 





consumer-credit: 
| sociates First Capi 
more than $3 billió 
centrate on films and | 
a | 
































A television shop owner in 
Andover, Hampshire, pic 

up Rupert Murdoch 
Television using a rub 
lid as a substitute satel 
dish. No wonder dem: 
dishes is expected to b J 
30 homes. MEC 
























































Bottom lines 


Japan's leading glass prod 
Asahi Glass saw its n 
come rise by 31.996 t 
billion ($360m) as demane 
light bulbs and Japanese c car 
has grown. | 





Next, Britain's retail chain, 
which recently ousted fout 
George Davies, saw pre-t 
profit fall by nearly one-thir 
over the year to January 3 
to £62.3m ($110m) after 


ceptional items. 




















































Throughout the world, 
demand for pollution control 
„technology is rapidly increas- 
ing. Nowhere is this more 
. true than in West Germany: 
for such a densely populated, 
highly industrialised country, 
~ the reduction of toxic emis- 
- sions, the prudent use of raw 
‘materials. and energy, and the 
repair of existing environ- 
mental damage are issues of 
ey importance. Indeed, West 


he toughest environmental 
laws and standards in the 
| vorld—which, in turn, have 
given rise to a dynamic mar- 
ket for pollution control sys- 
tems. Thanks to intensive 
 R&D efforts and extensive 
5 “fi eld testing” of its products 
In the Federal Republic, the 
German environmental tech- 
-nology industry has gained a 
competitive edge over its 








ber of key areas; it produces 
the world's most effective 
mission control and waste 
di isposal equipment. : 








high standards in the financial 
upportitgives to R & D work 





3.396 of its public research 
budget on environmental 
problems—more than France, 
Britain or the US 


Investments strong 


- research are only one part of 

the country's total environ- 
mental spending. West Ger- 
many is also a world leader in 
terms of its investments in 
pollution control. All in all, 
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ermany now boasts some of 


nternational rivals in a num- | 


West Germany has also set | 


in this field. According to a- 
1988 OECD study, it spent 


Yet public outlays on | 


the producing sector spentno 
less than DM7 billion on 
environmental protection in 
1986—up 30% from the pre- 
vious year and equivalent to 
0.36 % of nominal GNP. This 
puts West Germany into 
second place worldwide. 
German firms were sur- 
passed only by their US 
counterparts, whose environ- 


E Er bis nvironmental technology: 
a growth market 


waste disposal and materials 


recycling. Capital spending in - 
these areas, and for energy 


conservation, is expected to 
go on increasing wellinto the 
next century. Thus the en- 
vironmental technology in- 
dustry in Europe clearly has 
above-average growth poten- 
tial. In fact, by the year 2000, 
EC-wide demand for its 


Capital spending on environmental protection. 
(by producing sector; as % of nominal GNP) 


0.2 


West Germany 


mental outlays amounted to 
0.55 % of GNP In Japan, by 
contrast, the share was only 
0.12 % of GNP 

In Western Europe as a 
whole, more than DM84 bil- 
lion worth of environmental 
technology was sold in 1987. 
West Germany—where sales 
totalled 3496 of the aggre- 
gate—is the largest national 
market for such products in 
the EC. It is followed by 
France (1296) and the UK 
(almost10 96). The lion's share 
of environmental spending in 
the EC is for water purification 
and sewage treatment, and 





United States 





lapan 


products will probably be 
some two-thirds greater than 
itis today. One of the areas in 
which German firms now 
have an edge is in the cleaning 
of flue gases (desulphurisa- 
tion and denitrification sys- 
tems). Indeed, after many 
years of Japanese technical 
leadership in manufacturing, 
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the global scale of environ- 








l the technology : transfer pr pro- 





INO WAY. ‘street: 





today Géis 


to Japan. And the Federal 


Republic is also comp etitive abs 
as regards waste disposal: | 


German refuse incineration 
plants, which in most cases 
provide energy for the co- 
generation of heatand power, 


- are currently at work not only 


in Europe, but also in the US 
and Third World countries. 
The annual volume of 
exports by the West German | 
environmental technology E 





industry has now reached the 
DM5 billion mark. In ‘the ; 
medium term, foreign de- 
mand for German products 
of this kind is likely to grow 
considerably. Although it is 


quite obvious thatthe sector's 
export prospects are highly M 
dependent on the level of | 


environmental awareness in 
other countries, a clear trend - 
has already emerged. Given . 





mental damage, thi 
steadily expanding mar cet for 
pollution control technology, 
not only in many industrial 
countries but also in the Third 
World. The calls for interna- 
tionalaction on the ecological 
front are growing louder. In 
the EC in particula 4 | 
Single Market just around h 
corner, the. harmonisation: of 








the member states’ environ- 
mental policies to: bring them 


into line with the Commu- 
nity's toughest current stan- 
dards will surely create even 
more demand for environ- 
mental technology “made in 
Germany." 
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erman desulphurisa- |, 
tion plants are being shipped uc NE 















new shape 


TIS not, at first glance, a marriage made 
in heaven. Rolls-Royce, an aero-engine 
maker—the cars come from an entirely dit 


ferent company—is teaming up with North: —~ 
ern Engineering Industries, a no-nonsense - 


provincial builder of power stations, steel 
plants and other belching buildings with 
emokestacks. But those differences, claim 
e pair, will create a union stronger than 
either of its parts. Rolls-Royce/NE! is by no 
means the oddest couple to have been cre- 
ated in British engineering's recent rush to 
diversify. 

Two or three decades ago conglomerate 
mergers were few and far between. Divisions 
between firms in different sectors were as 
clear cut as those between social classes. 
There were car-parts makers, led by GkN and 
Lucas; power-station builders, led by GEC 
and NEI; mining-equipment makers, led by 
Dowty; and so on. Though rivalries within 
sectors were fierce, companies had little con- 

. fact with firms outside. They vied for differ- 
— ent customers, worked with different tech- 
. nical skills and, because they usually trained 
through apprenticeships, recruited from dif- 
ferent labour markets. 

Today, everybody seems to be getting 
O bed with everybody else. Car-parts- 
maker GKN bought a big stake in helicopter- 
maker. Westland. Rival Lucas has similarly 
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Knocking engineers into 





diversified into aerospace with a string of ac- 
quisitions in France and America as well as 
Britain. With Mrs Thatcher's government 
as matchmaker, British Aerospace bought 


Rover, the rump of the British-owned car ine 
dustry. Dowty has moved out of pit-props. 
into car parts and beyond. And now Rolls- - 


Royce is paying £306m ($520m) for NEL 
Could it next seek, as some executives yearn 
for, the return of the "Flying Lady", the 
Rolls-Royce car business that had to be sold 
under financial pressure in 1971? 


The tonic of change 
Simple poverty has motivated some engi- 
neers to marry outside their circle. In the in- 
dustrial turmoil of the 1970s and 1980s, 
some British engineering markets dried up. 
In 1976 British Leyland produced 688,000 
cars; in 1988 its sold-off (and now separate) 
bits, Rover and Jaguar, produced 527,000. 
After a surge of building in the 1960s and 
early 1970s, high energy prices cut into elec- 
tricity demand, and with it both British and 
world power-station markets. The world's 
demand for big power-generating steam tur- 
bines shrank from 37,000ww in 1981 to 
11,000«w in 1988, Engineering firms in 
these industries have had to find something 
else to do, or wither away. 

Mergers help create diversity. And di- 


+ 


ee adie 


































versity, engineers hope, helps to bui 
strength. Many of the reasons put forwai 
for the Rolls-Royce/net merger have bee 
used to justify previous engineering diver 
fications. They include: | t 
e Cash flow. Adding NET s £700m turnov 
to Rolls-Royce will create a firm with a hefty 
£2.1 billion a year in sales. Better, the jet- 
engine business and the power-station mar- 
ket are unlikely to turn down at the same 
time. So Rolls-Royce hopes the merge 
give it the classic advantage of diver: 
tion, the ability to use cash flow 
healthy markets to support businesse 
porarily in the doldrums. British Aerdspac 
has similar hopes for Rover. Others 
greener pastures across borders rather tha 
across sectoral divisions. So GEC has pi 
power-engineering business into a 
ture with France's Alsthom. Before: 
with Rolls-Royce, NEI sold a 35% stal 
boiler business to America’s Combus 
Engineering. 
€ Technology and management. F 
Royce hopes the merger will help both 
innovate. Tricks learnt to build bette 
engine turbines may also improve ind 
turbines. NEI’s skills in managing 
projects may improve the organisatio 
Rolls-Royce’s industrial ventures. R 
Royce's skills at building little nuclear pow 
stations for submarines may also fit w 
with NEI's skills at building big ones for « 
tricity generation, Rover simil 
that British Aerospace’s experie 
ting vehicles into space will help 
space-age vehicles for the grou 
wonder if skills will really travel sow 
@ Marketing. Certainly the Re 
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name can only improve NEI's marketing im- 
age. And Rolls-Royce's skills at putting to- 
gether attractive financing packages for bil- 
lion-dollar purchases should also help NEI to 
sell more turbines. That claim needs a sec- 
ond look: though much the same sales pat- 
ter is involved in all big sales to governments 
and big customers, boilers are still very dif- 
ferent from jet engines. 

In addition to the motives bringing 
Rolls-Royce together with NEI, the world's 
component makers have another reason to 


join forces. Carmakers and other firms that 


buy in parts for their products are increas- 
ingly pushing more of the research and 
development work for components on to 
their suppliers. A decade ago a component 
supplier had to do little more than read a 
blueprint; now it must develop its own tech- 
nology, and keep that development in line 
with the client’s evolving product. That sort 


of co-operation breaks down at a distance, 
so component suppliers are under pressure 
to make their own operations as global as 
the markets they hope to reach. 

Smiths Industries, another British firm 
supplying parts for cars and aeroplanes 
alike, expanded its presence in America to 
half of total sales with the purchase of a ri- 
val, Lear Siegler. With some success: a re- 
cently won new contract to adapt its guid- 
ance systems for a General Dynamics tank 
could be worth $200m over five years. 

British engineers expect more diversifi- 
cation to come. But there could be a catch. 
Although companies everywhere want to be 
more global, many non-engineering firms 
have become disillusioned with diversifica- 
tion across sectors. Gulf-- Western, whose 
holdings once spread across most of Ameri- 
can industry, has decided to focus on just 
one, entertainment. Steadier cash-flow, 


Captain Kirk takes on the Time lord 


ICH is the better investment: $13 
billion-worth of American con- 
sumer and commercial credits, or Eddie 
Murphy, Indiana Jones and Star Trek? 
The latter, according to Gulf+ Western: it 
| is to sell Associates First Capital, Ameri- 
| ca'sthird biggest independent con- 

sumer-finance company, and 
G-W's last remaining secondary 


| NEW YORK 


business, to concentrate on enter- 
tainment and publishing. G+w will 
even rename itself after the film stu- 
dio it owns, Paramount Communi- 
cations. Charles Bluhdorn, G--w's 
founder, who made the company 
synonymous with the great Ameri- 
can conglomerate, must be turning 
in his grave. 

Most of the $3 billion-plus G+w 
will get for Associates First Capital 
will be used to build or buy media 
and entertainment businesses 
around the world—thus pitching 
the company in competition with 
such global media empires as Mr 
Rupert Murdoch’s News Corpora- 
tion, West Germany’s Bertelsmann 
group and the one to be created by 
the proposed merger between Time 
Inc and Warner Communications. 
G+W has already agreed to take 
stakes in five independent televi- 
sion stations in America. 

If it wanted to play mogul, G+w could 
interfere in the Time-Warner merger— 
currently worth $15 billion—by making a 
bid for Time. Time’s shares are trading at 
around $115, just over half the company's 
estimated break-up value. But G+w would 
need a partner-in-mischief. A better time 
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to strike may be after the merger goes 
through: when talk about synergy gives 
way to the more practical difficulties of 
assimilating into Time's rigid hierarchy a 
laid-back Californian film-making and 
records business. 





America’s current bout of “media 
madness” reminds some of earlier crazes 
(eg, for high technology in the early 
1980s) that ended in disaster. G+w, they 
argue, is giving up a stable finance busi- 
ness, which contributed $372m, or 46% 
of its operating profit last year, for an in- 
dustry where the biggest profits depend 


reckon ex-conglomerateers, is simply not 
worth the extra costs and effort of trying to 
spread management resources across many 
different industries. 

Will engineers become similarly disillu- 
sioned? Because they usually deal with fewer 
and bigger customers, the extra manage- 
ment costs of diversity might not be as large 
as those of conglomerates that sell directly 
to the consumer. And, compared „with 
Gulf+Western’s old spread of entertain- 
ment to credit cards, the differences be- 
tween metal bashing aero-engines and 
metal-bashing boilers seem relatively small. 
While engineers' diversifications have been 


largely,stumble-free during the past years of 


economic growth, they are as yet untested 
by recession. And not until the bad times 


will engineers learn whether their two-plus- 


twos do indeed equal five—or maybe three. 





on luck and creative judgment. 

Mr Martin Davis, G--W's pugnacious 
chairman, dismisses these fears as "rub- 
bish”. "We are paid to manage risk," he 
argues. Current fashion holds that the in- 
herent risks of the entertainment industry 
can be limited by vertical and horizontal 
integration. G+W already both produces 
and distributes films and television pro- 
grammes; it also televises events from its 
Madison Square Garden arena. 
And the company sells some prod- 
ucts through several different me- 
dia. Star Trek, for example, is a 
film, a television programme and a 
book (through G+w’s Simon & 
Schuster). 

The company has a firm hand 
on the most difficult part of the 
entertainment industry: produc- 
tion. Alongside Disney, Paramount 
Pictures has been Hollywood's 
most successful film studio in the 
past five years—with a particularly 
strong line in less risky sequels ("In- 
diana Jones and The Last Crusade" 
is due soon). But its television se- 
ries, with exceptions like 
"Cheers", have done less well. 

Mr Davis will not rush things. 
Some of the proceeds from the sale 
of Associates will be diverted to buy 
back the company’s own stock. 
When he took over G+w in 1983 af- 
ter Charles Bluhdorn's death, the 
company was itself a potential take- 
over candidate, with a share price of $9: 
after management changes and $3 billion- 
worth of disposals, the shares now trade at 
around $50. But, just like the movie busi- 
ness it is joining—and the disclaimers in 
the finance business it is leaving— past 
success is no guarantee of future perfor- 
mance. 
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ided misalignment 


Exchange-rate policy has long been one of the most controversial in- 


VERVALUED exchange rates have 

much to answer for in the develop- 
ing world. They send the wrong signals to 
producers and so lead to the misuse of a 
country's resources. Food imports be- 
come cheaper and so make farming less 
profitable, and export industries are made 
less competitive. The inevitable result is a 
widening trade deficit and capital flight, 
Which forces governments to implement a 
battery of trade and exchange controls to 


| stem the outflow of reserves. These, in 


- turn, cause further inefficiencies. All the 
big Latin American debtors, for example, 
- had grossly overvalued exchange rates in 
the late 1970s and early 1980s. One infa- 
mous case is Árgentina in 1981 when a 
glass of Coca-Cola in the Buenos Aires 
Sheraton was reputed to cost $7 at the of- 
ficial exchange rate. 

Economists at the IMF have long lec- 
tured developing economies on the folly 
of attempting to fix their exchange rates 
at unrealistic levels. Countries running 
large trade deficits should, they argue, de- 
value their currencies. This increases the 
price of tradeable goods relative to non- 
tradeables, and so switches domestic pro- 
duction towards the tradeable sector, 
while discouraging consumption of 
tradeables. The tME's critics, however, ar- 
gue that devaluation does not work. A 
forthcoming book* by Mr Sebastian Ed- 
wards, an Ámerican academic, examines 
history to discover what makes for success 
or failure. | ; 

There are two reasons why exchange 
rates become overvalued. One is a change 

in economic fundamentals, such as a de- 
| terioration in the terms of trade, which 
|] lowers the equilibrium exchange rate—ie, 

“the rate which produces a current-ac- 
count deficit that is compatible with long- 
term capital flows. The second and more 
common cause is where a country's ex- 
change-rate policy is inconsistent with its 


| monetary and fiscal policies. Expansion- 


ary policies, for example, push up infla- 
tion and hence the real exchange rate. 
' How effective is devaluation as a way 
of reducing a country's real exchange 
' rate? Mr Edwards has constructed an in- 
dex of effectiveness: the ratio of the 
change in the real exchange rate to the 
change in the nominal rate. A value of 
one means it is fully effective, a negative 


] value implies that the real exchange rate 
de ends 


up higher than before the 


devaluation. 


s. Why do some succeed, others 


dients in the IMF's adjustment a for developing coun- 
ail? 


He examines 39 cases of devaluation of 
at least 15% between 1962 and 1982, 
where the currency had been previously 


fixed against the dollar for at least rwo 


years. In many cases most of the benefit of 
devaluation was fully eroded by inflation 
after three years, The least effective deval- 
uations were consistently in those coun- 
tries where monetary and fiscal policy re- 
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mained expansionary, or where there was 
widespread wage indexation. The most ef- 


fective were where governments tightened 


their monetary and fiscal reins. 

in another study, Mr Edwards finds 
that on average a nominal devaluation of 
10% will result in the first year in a real 
devaluation of 7%, but after three years, 
only 5%. However, his results also show 
that if the nominal devaluation of 10% is 
accompanied by an acceleration in mone- 
tary growth of ten percentage points, then 
the real devaluation after the first year is 
trimmed to only 2%, and after two vears 
the currency becomes overvalued again. 

Taking the 29 cases where there was a 
one-off devaluation, in ten of these it was 
more than fully eroded by inflation after 
three years—in the case of Argentina 
(1970) and Bolivia (1979) it took less than 
a year for the impact to be wiped out. By 
contrast, in all the cases of crawling pegs 
(where rates are regularly adjusted, little 
by little), the real exchange rate remained 
lower (ie, more competitive) after three 
years. 


If a 
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when after three years b 
effectiveness remains above 0 
current account has improved, 
29 one-shot devaluations have 
and five of the ten "crawlers". 
cial comparison therefore sugg 
crawling pegs outperform one-st 
uations. But crawling pegs are 
maintain real depreciation only b 
ing faster than inflation—often 
of making inflation even wor 
crawling-peg regime may bed 
less domestic policies are und 

Mr Edwards concludes tha 
tions are properly implemente 
be a powerful way of increasing an 
my's ability to export and grow. Bu 
is a truly heroic "if". Devaluation mus 
backed by sound monetary and fiscal po 
cies if it is to work. All too often it is no 
and the devaluation is unfairly blamed f 
the-resulting mess. E 

The chart shows a sample of 12 cou 
tries on which Mr Edwards carried 
more detailed investigation**. Tho 
with the greatest overvaluation ter 
have the slowest growth in the two 
cades to 1985. An earlier study by 
World Bank suggested that, on averag 
for every 10% by which an exchan: 
is overvalued, GDP growth is depressed 
0.8 percentage points a year and exp 
growth by 1.8 percentage points. — 
. If devaluation is such a wonder dr 
why do governments prefer distortion 


trade and exchange controls to sten 
~ decline in foreign reserves? One reas 


that devaluation often. increases | 


| prices, and governments fear the: 
city folk. 


A second reason is that, although a 
cording to one strand of traditional ec 
nomic theory a devaluation should hav 
an expansionary impact on outpu 


sometimes leads to a recession. Ife 


and imports are insensitive to price 


sometimes the case with oil and oth 
materials) then a devaluation may leac 
a deterioration in the trade deficit in 
mestic currency terms and a slump 
output. 2 
Mr Edwards finds that devaluatic 
sometimes do have a contractionary. 
fect, at least in the short run. But the por 
ular alternative to devaluation—a pa 
age of tariffs and exchange controls —c: 
hinder growth much more. If the real e 
fects of devaluation are compared wit 
the costs of not adjusting then devalus 
tion looks a good buy. : 
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* "Real exchange rates, devaluation, an ad 
exchange rate policy in developing counti 
wards. MIT Press. — 

** "Exchange rate misalignment in d 
tries." S. Edwards, World Bank occasio 
(new series) E 
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_ All uphill from here 


AFTER four months of paralysis, the Uru- 
AX guay Round of trade talks has lurched 
-— back into life. The important questions now 
1 are: can the talks regain momentum quickly 
^ enough for detailed agreements by the end 
- of 1990? And will these deals live up to the 
— round's initial promise—to restore the 
C GATT's relevance to trade in today's world? 
C. . It took months of shuttle diplomacy by 
l MrArthur Dunkel, GATT's director-general, 
—— culminating in ten days of negotiations in 
— Geneva (ending on April 8th) by trade off- 
~ cials, to bridge differences that emerged at 
— last December's ministerial meeting in Mon- 
- treal. The most notable success to emerge is 
- that Europe, Japan and America have all 
promised to reduce their farm subsidies. 


— However, serious talks about how this—or 
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Tapping their way across 
~ any of the Uruguay Round's other aims— 
~ will be put into practice have yet to begin. 
The round has only 20 months left to run. 
E^ The price of getting this far has been 
high. Four areas stalled the talks in Mon- 
- treal—agriculture, textiles, intellectual- 
— property rights and safeguards, the rules 
7 — governing what can be done to meet a sud- 
~ den surge in imports. Many GATT members 
1 were critical of the "unambitious" texts pre- 
—— pared by Mr Dunkel for discussion of these 
"in Geneva. Ten days of talks there did little 
~ to clear things up. 
p Take intellectual property. Trade in 
—* -ideas is becoming as important as it is con- 
~ tentious. Two years of talks have been domi- 
nated by a sterile argument over who should 
regulate it. Poor countries, led by India and 
Brazil, say the World Intellectual Property 
Organisation (wiro) is the competent body. 
1: The governments of rich countries, under 
pressure from companies wanting to make 
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e barriers 
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sure patents and licences are enforceable 
worldwide, argue that wiro is not up to the 
job, so it should be handed over to GATT. 
Optimists had hoped the Geneva meetings 
would settle this dispute and set a detailed 
framework and firm timetable for the re- 
mainder of the Uruguay Round. They did 
neither. The decision on which body will ad- 
minister any rules has been put off to the 
end of the round, and the outline of future 
talks is vague. 

The atmosphere is likely to be soured by 
two disputes about intellectual property. In 
one, a GATT panel has supported European 
claims that America treats foreign compa- 
nies more harshly than domestic ones in dis- 
putes over patents. At a meeting of GATT's 
council on April 12th, countries ranging 


from Norway to Hongkong and Argentina 
urged America to recognise this ruling and 
change its laws accordingly. The Americans 
refused, just as they have blocked the forma- 
tion of another panel to investigate Brazilian 
claims of unfair American treatment. 


Hope for services 


So far talks on services, the other new area 
in the Uruguay Round, have been more 
fruitful. At Montreal ministers from many 
developing countries at last recognised that 
low wages in their countries mean they 
stand to gain more than they lose from free- 
ing trade in labour-intensive service indus- 
tries, like data-processing. 

While talks were on ice after Montreal, 
the GATT secretariat got on with breaking 
service industries into 13 sectors—commu- 
nications, construction, distribution, educa- 
tion, finance, health, hotels and restaurants, 
insurance, domestic, recreation, intangible- 





asset sales (eg, of franchises), transport, and 
business services from advertising to rub- 
bish disposal. Member governments have 
until the end of May to say which sectors are 
of interest to them. Then the fight begins. 

As disputes over which sectors should 
be taken off the negotiating table intensify, 
so will those over how the basic ideas out- 
lined in Montreal will work in practice, if at 
all. For example, ministers agreed that any 
rules affecting trade in services should be 
"transparent". Americans want this to 
mean that there should be prior consulta- 
tions at GATT before domestic laws that af- 
fect services are changed. Hence the de- 
mand of Mr Robert Mosbacher, the 
American commerce secretary, for a seat at 
negotiations over the EEC's 1992 pro- 
gramme, which startled Europeans. 

Other arguments are likely to develop 
over how national treatment would work for 
services. National treatment is the corner- 
stone of the trade regime for goods: it rule 
that once a foreign good has got past the 
border, it will be treated in just the same way 
as a domestically produced good. Many ser- 
vices cannot be held up at borders, so adopt- 
ing national treatment would create an al- 
most free market. 

Closely linked to national treatment is 
reciprocity. The European Community 
never tires of pointing to the difference be- 
tween an American bank being allowed to 
offer whatever services it pleases within a 
united Europe, and European banks forced 
to choose between investment and commer- 
cial banking in America. As a remedy, the 
EEC wants GATT to guarantee "effective mar- 
ket access", which other GATT members fear 
would be nothing more than a hefty entry 
fee to the European market. 

What role, if any, can the GATT secretar- 
iat play in smoothing the coming disputes? 
Mr Dunkel is keen to avoid tarnishing his 
institution's impartial image. And he has re ~ 
sisted the temptation to use the Urugua 
Round as an excuse to build an empire—the 
staff of GATT has hardly increased since the 
round was launched. These factors, com- 
bined with GATT's modest budget of around 
$40m a vear, limit its ability to take a more 
active role. 

However, two changes will strengthen 
the secretariat's ability to influence future 
negotiations. First, its system of settling dis- 
putes has been tightened up. In future, 
GATT panels will have a time limit of six 
months to deliver their reports. This should 
encourage members to use it to solve trade 
disputes. Second, the secretariat has now 
been cleared to publish detailed reports on 
its members' trade policies. The first, on 
America, should appear by the end of this 
year. If these reports are clear and outspo- 
ken enough to make consumers realise the 
cost of protection, the course of future trade 
talks might not be so tortuous. 


OT 
BUSINESS continues on page 73 > 
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Our foreign exchange traders at [ his 24-hour vigilance means giving need to trade when vour local market 


Chase are active in the currency markets your currency trading interests our con- closed, we can have a Chase professio! 

twenty-four hours a day. stant professional attention, and delivering execute your orders in an overseas ma 
So whenever the market moves, we a service that's customized to your needs ket that's open. Or we can arrange for 

know about it immediately, anywhere in Our trading operations are in all of vou to call that location directly. 

the world. the world's financial centers. So if vou Our 24-hour Chase team will moi 
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24-hour vigilance. 


or your trading requirements around 
he clock, and when something impor- 
ant happens in the market which you'll 
eed to know about, we'll call vou 
mmediately. 

At Chase, we're leading market 


makers in all foreign exchange products, 
including Spot, Forwards and Options. 
And because of our volume of trading, 
vou can be confident of getting consis- 
tently competitive quotes for your trades, 
in any of the world's maior, minor or 


exotic currencies. 

Foreign Exchange: another quality 
service from Chase, a leading global 
financial institution that offers a full 
range of commercial and investment 
banking services. 
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"Why do all major airports 
have to be complicated?" 


“They dont!” 


es, i Bs . 
Cr n rae estt 
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The ease and comfort of KLM's home base, wide-body flights. Thanks to the latest C-pier expansion. 
Amsterdam Airport Schiphol. International hub for Easy — shopping in Europe's largest and best, 
well-timed connections to some 180 cities worldwide. value for money, tax-free shopping center. 

_ Proving that the best solutions are the simplest ones. Test us, try us, fly us. — 

.. . Easy - the one terminal concept with many 

facilities under one roof. — 

E E Easy -transfers for an ever increasing number of 
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RY day Hongkong's airport, Kai 
Tak, bustles. In arrivals: well-behaved 
parties of Japanese tourists come for a few 
, days shopping spree; Taiwanese en route to 
"China; and Americans tackling day six of 
their Asian tour. In departures: some Hong- 
kong Chinese leaving on package tours to 
the Philippines and Thailand; others off to 
Australia and America on a pre-emigration 
connaissance trip; or bound for China in 
earch of relatives or joint ventures. 
Asian travel, once more, is booming, 
th in terms of visits to Asia and travelling 
Asians. Main Asian-Pacific destinations 
ed with more than 25m visitors last year, 
vals rose by 24% in Hongkong, 22% in 
iailand, 35% in Malaysia and 31% in Aus- 
lia, South Korea, with some help from 
ast autumn’s Olympic Games in Seoul, saw 
“a 31% increase. About three-quarters of the 
business was for pleasure; nearly two-thirds 
was travel within the region. 

Thailand fares best on getting people to 
stay in the country longer. A typical holiday 
there involves a day or two in Bangkok, then 
off to the decreasingly dreamy beaches of 
Phuket, finishing up with a trip north to 































look at the exotic 





round Chiang 
Mai or the border: 1 Burma. The country 
has undoubted charm, but it can offer true 
adventure holidays. One of this newspaper’s 
correspondents was drugged and robbed in 
a hotel room in the remote north east. So 
far, such incidents seem not to have affected 
Thailand’s popularity. In 1988 there was a 
46% rise in numbers of visitor nights in 
Thailand to 25m. 

The monied Japanese still dominate 
Asia's travel boom. Last year there was a 
2396 increase in the number of departures of 
Japanese from Japan to 8.4m, with the over- 





. Whelming majority being for tourist trips. 


Tour operators report growth in every sort 
of holiday from golfing jaunts in Bangkok 
(in which more time is spent in the sex traps 


than the sand traps) to honeymooning in 


Australia and New Zealand, or seeing three 
Ásian shopping malls in seven days in the 
never-ending search for Gucci bags. 

South Koreans are starting to follow the 
Japanese. Since restrictions on travelling 
abroad were lifted at the beginning of this 
year, South Koreans have shown the East 
Asian taste for group sight-seeing. Last year 
there was a 42% increase in tourists leaving 
the country. Taiwan has also eased long- 
standing travel restrictions. The 51% 
growth in outward tourism from the island 
reflects an increase in visits to relatives in 
China. Having discharged that duty, the 


The business of going away 


QUESTION for businessman’s Triv- 
ial Pursuit: what is the world’s big- 
gest civilian industry? The answer, it 
seems, is travel and tourism. It has world- 
wide sales of some $2 trillion. Quite stag- 
[| gering—that is 5% of all global sales of 
goods and services. 
~ — ]n a recent study of some 200 devel 
oped and developing countries by Whar- 
ton Econometric Forecasting Associates 
on behalf of American Express, a charge 
card to travel agency business whose com- 
mercial interest is self-evident, travel and 
tourism was found to be the biggest indus- 
try by almost any measure. Its definition 
of the industry is broad (including such 
things as railways, sightseeing buses, taxi- 
cabs, hotels, restaurants, theatres and mu- 
seums), but the figures remain impres- 
sive—however they are added up. 

If travel and tourism were a country, 
its GNP would rank fifth in the world after 
the United States, the Soviet Union, Ja- 
pan and West Germany. Value added, the 
industry's direct contribution to ONP, is 
worth nearly $950 billion: $516 billion in 
employee wages; $268 billion in cash 
] available for investment and dividends; 
| and à whopping phe billic lion in tax pay- 








ments—more than the GNP of Austria or 
Belgium. In most of the 200 countries 
studied by the Wharton group this is also 
more than the added value of agriculture, 
steel, electronics and other more-familiar 
industries whose grandees are frequently - 
consulted by governments when trying to 
decide economic and social policy. 

The industry is also the largest em- 
ployer in almost every country, account- 
ing for one out of every 16 jobs worldwide. 
lt purchases some $1 trillion worth of 





























































Taiwanese like to venture fuit | 
Asia's aircraft seats and ho 
full. It is often hard to find sp: 
the seventeen flights a day lea: 
kong for Bangkok. Ditto flight 
to anywhere. Many airlines are sh 
craft (though in Japan's cas 
of airports). In its latest es 
Boeing reckons Asian-Paci 
cluding Japan) will acc 
2096 of airliner deli 
years, up from 1396 betwe 
Hongkong hotels had an av 
rate of 9296 in 1988, and Ba 





goods and services each year. . And | 
capital expenditure of $280 billion; 
the world total, is larger than thany ke 
manufacturing industries, such as € 
and textiles. | 
Where do the dass! s raw materi: 
travellers and tourists, come from? Bi 
nesses and governments spend some $6 
billion a year on travel and associa 
"tourist" costs such as accommoda 
and food. That is about 296 of their to 
costs. The rest, nearly $1.3 trillion, 
spent by people travelling at their own. 
pense. Time for another holiday to d 
your bit for the world economy? 






































































All thisn may be the start of anew Bom 

t the tail end of a past one, Ín terms of 
eople travelling relative to total popula- 
n, 30 to 40% of Europeans venture 
road each year. But in 1988 the figure for 
an was about 796, Taiwan 896 and South 
rea 2%. Still far to go. 


apanese in Europe 


ircle the quality 





HERE were 411 Japanese companies op- 
serating plants in Europe when the Japan 
rnal Trade Organisation (JETRO) last 
unted, which was as recently as January. 
e total has more than doubled in the past 
eats, with nearly one in five of the fac- 
s starting up last year. The number will 
ease further. Two more for the next 
it are Fujitsu's newly announced semi- 
uctor plant in the north of England 
d the proposed Toyota car plant, also in 
iin. Mazda, too, is coming, though it in- 
ids to nest inside Ford's European plants. 
Japanese firms come to Europe for two 
in reasons. One is the integration of Eu- 
ope’s markets from 1992. As well as to ex- 
loit its opportunities, they want to be in- 
ide Europe when the internal barriers fall 
ust in case their worst fears of a protection- 
ist Fortress Europe are realised. The other 
reason is to lessen their dependence on their 
main export market, America. 

< JETRO found that the average invest- 
ient across Europe was worth $1 1m, gener- 
d annual sales of $135.6m, and employed 
5 people each, of whom only eight are jap 
se, That makes for a network of small 
d medium-sized subsidiaries spread across 
untries with Britain, France, West Ger- 
y and Spain the most favoured places. 
tain tops the list, mostly because of the 
guage (English is many Japanese business- 
n's second language) and the golf (cheap 
d plentiful compared to back home), 
ugh the least restrictive investment-in- 
ives in Europe help. 


tity might be fine, but feel the quality. 
anese factories in Britain still lean. to- 
rds assembly rather than true manufac- 
ing. Japanese businessmen assume that 
can rely on Mrs Thatcher to fight their 
tles for them with other Europeans, no- 
‘the French and Italians, on local con- 
requirements. JETRO. says the average 





396—rising, but not high enough yet to 
jeet the 80% level some Europeans reckon 
lakes a true European. 

In private, Japanese businessmen say 
Britain needs their manufacturing skills to 


hatcher has little choice but to bat for Ja- 





Britons should not crow too loudly. The - 


Japanese goods made in Europe is 


vive its own industry so much that Mrs | 


Sold cue nods makets. Ása 


car an 
fall back though, the Japanese manufactur- 


ers are now bringing their parts makers to 
Europe, just as they did in America to in- 
crease local content there. This is one rea- 
son for the sharp increase in new Japanese 
arrivals in Europe in 1988. 

Yet when it comes to making electronics 
and telecommunications goods in Europe, 
in the sense of researching and developing 
products locally rather than just screwing 
them oe Japanese firms such as 
Matsushita Electric, Sony and Canon, have 
long headed for what they regard as the su- 
perior engineering skills of West Germany. 
Even Fujitsu’s semiconductor plant, though 
the first integrated one in Europe, is at a 
lower plateau of technology than the slew of 
plants for producing application-specific in- 
tegrated circuits (Asics) that are about to 
come in West Germany and follow chip 
plants such as Toshiba’s already there. 

Seiko Epson is looking for a site for a 
design and development plant in West Ger- 
many, which will also be its European base. 
The Matsushita group already has an ASIC- 
design centre in Munich. AsiC-plants are 
highly desireable for a host country because 
their technology is more easily transferable 
than that of an integrated chip plant. 





Classic cars 


Fast money 


RE cars imitating art? Less than 18 
months ago the world's most expen- 

sive car was a 1931. Bugatti Royale, which 
sold at auction in London for £5.5m 
($9.8m). On April 23rd, the same car (one 
of only half a dozen made) comes under the 
barre: again in Las Vegas. This time it 
could fetch £10m. In recent private sales an- 
other Bugatti, a Bentley and a Ferrari have 

all been sold for £5m or more. 

A decade or so ago, age and price gener- 
ally, went hand in hand: the older | 
the car, the dearer it was. No 
longer. Rare though a vintage 
boneshaker may be, it has little 

panache and less dash. The 1980s 
p demanded cars which are 
fast and furious as well as few and 
far between. That may mean old, 
too: a 1930s Alfa Romeo Monza, 
worth less than £20,000 in the 
mid-1970s, now costs £2m. 

lt is younger, so-called "classic" cars 
built in the 1950s, 1960s and 1970s, that 
now drive the market. Ferraris have led. For 

a start, they are rare: Ferrari has never pro- 
duced more than a few thousand cars a year, 
and some models only by the handful. They 
are fast, stylish and, most of all, they were 
the car many of today’ S wealthy investors 
dreamed of owning before they made their 


ion ii prices have been 

bing si : mid-1970s: between 1975 
and. tay 1988 the Cost of an early-1960s 
Ferrari 250 GTO (only 41 were built) soared 
from less than £20,000 to more than £1m. 
In the past year the market has gone mad: a 
GTO now costs around £3! m. 

As rare Ferraris race beyond the eek 
of all but the wealthiest, the prices of more- 
common Ferraris and other marques sych as 
Maserati, Aston Martin and Jaguar have 
been dragged up. A lucky. few may have 
picked up a late-1970s plastic-bodied Ferrari 
308 GTB for £25,000 a year ago; today you 
could pay £70, 000. Over the same period, 
Jaguar p-Types have almost tripled in price. 
They now leave little change from £1m. - 

The search for new "classics" to invest 
in has created an informal futures market in 
nouvelle classique models. Porsche's top-of- 
the-range 959 was being privately advertised 





for double its DM420,000 ($230,000) lier» — 


price before it was available for delivei 
Last year canny investors were advertising — 
Ferrari's F40 (of which just 800 will be made) 
for double its £163,000 list price; today new - 
F40s fetch more than £600,000. Expect a fu- 
tures market also in Aston Martin's yet-to- 
be-introduced Virage sportscar. 

What has driven the market? Soaring 
corporate profits have put money back into 
bosses' pockets. But October 1987's stock- 
market crash helped, too. Some money 
looking for another home was spent on mo- 
tors. Currency changes influenced the 
spending. Although American investors 
have maintained a strong presence in the 
market, Japanese buyers, helped by the 
strong yen, have been queuing to snap up 
classics, even their own. There is a lively 
market in Tokyo in re-imports of 1960's Jap- 
anese sports cars from California. 

Enthusiasts are being squeezed out by 
wealthy private investors. Consortiums are 
among the big spenders. One of the bigge i 
is the Swedish-based AB Consolidator: i 
collection of some 50 cars, including de 
soon-to-be-sold Bugatti, is growing at the 

















dealer, Mr Nicholas Harley, 
are, at most, 200 buyers trad- 
tified end of the market. . 

heclassic-car market gets taken over 
tors, the vehicles have become more 
ke commodities, changing hands more fre- 
‘quently and often without being seen by 
their transient owner. That means prices 
will Juctuate more than in the past. A few 


















a year. Its buyer, a Lon- 





cars have been "overhyped". One is th 
Ferrari Boxer. These cars have been adver- 
tised at £250,000 apiece, but Boxers are not 
especially rare: 2,323 were built. The result 
has been a flood of cars on the market, and 
slumping prices. Boxers can now be had for 
a relative snip at £150,000 and some punt- 
ers who bought at the top of the market are 
now sitting behind the wheel of a 180-mph 
loss-maker. 





American carmakers 





.— MARYSVILLE, OHIO, AND SMYRNA, TENNESSEE 











| RURAL Ohio, the Stars and Stripes 
flutters outside a steely barn of a factory. 
ror more than 5,000 employees—they pre- 
fer to be called "associates —this is Ameri- 
can industry at its best. But to others, it is an 
alien place: a Japanese car factory in Amer- 
ica—known in the trade as a "transplant". 
Honda builds motorcycles and cars at the 
site near Marysville and every year it grows a 
little bigger. Honda is building a new $380m 
plant nearby at East Liberty. By 1991, the 
two plants will be able to produce 500,000 
cars a year. Honda is already America's 
fourth biggest carmaker. —— 

Together with the American factories of 
Nissan, Toyota, Mazda, Mitsubishi Motors, 
Suzuki, Subaru and Isuzu, the transplants 
will be making some 2m cars and light trucks 
a year by the early 1990s. That is twice as 
many vehicles as they will turn out this year. 





But total sales in America are already drop-- 


-ping below 1988's record high of 15.8m ve- 
hicles—and they are expected to stay low for 
me years to come. There looks to be a 
>œ oodbath in the making. | 
^ .. General Motors, Ford and Chrysler are 
. not worried for themselves, they say. Over- 
capacity Not an industry-wide problem, 
what it will do is clobber the weakest in each 
sector. Ask which firm that might be, and 
each of the Americans points a finger at one 
or the other of their Detroit rivals. The Japa- 
nese, however, reckon that all the Ameri- 
cans will suffer together. They cannot see 
how the big three's older factories will ever 
be efficient enough to compete. They fore- 
cast more plant closures. 

The transplants have good reason to be 
confident. Some are matching the quality 
and efficiency of their parents’ plants in Ja- 
pan. Both the factories and the cars they 
make are improving with age. Honda shows. 
how. A maverick among Japanese carmak- 
ers, it is also the oldest Japanese manufac- 
turer of vehicles in America. 

Honda started in America in 1979, mak- 
ing something simple that it already made in 
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. Taking root and blooming - 


Th e concluding part of a series on America's revived carmakers looks at the 
ot-so-welcome newcomers among them, the Japanese 


Japan, motorcycles. Then it stepped up the 
complexity, making cars from 1982. With a 
greenfield site deliberately positioned far 
from traditional carmaking areas, this strat- 


egy also let new skills and Japanese working 


practices be established rapidly among its 
new workers. Once these new skills and 


Making Hondas the American way 


technologies are mastered, the complexity 
can be turned up, again. | 

Honda motorcycles illustrate this. One 
of the machines the company began making 
at Marysville was the Gold Wing, a large and 
powerful motorbike designed and built first 
in Japan. Honda watched carefully what 
American riders used their motorcycles for. 
Its R&D engineers attended bikers’ rallies to 
learn a trick or two from Hell's Angels. They 
found American riders were adding fairings 
and saddle bags to Gold Wings and using 
them as long-distance touring machines, 
rather than as street "superbikes", as the de- 
signers in Japan had intended. 

So Honda's American development en- 
gineers redesigned the Gold Wing into a lux- 
ury touring motorcycle. The effect was to 
transform a Japanese product that was also 
built in America into an American product, 


built only in America. The Gold Wing is 


now made only at Marysville and exported 





he. 
similar transformatio 
-to Honda's American-bt 


improving quality and efficiency. In 






to 14 other counti 







Honda now pro 








time, the company made machinei 
America to manufacture the car, ins 
importing it from Japan. Last year, the 
coupés were exported to Japan. The 
sold there as an upmarket car with a 
ican eagle on the badge... 

In this way, Honda Americ 
turning into an American carma 
an American company. Its 
mainly at the American ma 
export 50,000 a year to Japan 
by 1991. It is already outselling 
combined in Japan. Up to 20,00 
Hondas may also be exported 
Designed and built in Americ 
creasing American content, it 
cult for France and Italy to clai 
"Japanese" and should couri 
pan's import quotas—though 
they will try, as they do with- 
Nissan Bluebirds. | 

Nissan's American transplan 































































in farmland, about 800 acres of it, 
from Nashville at Smyrna, Tennes: 
gan producing light trucks in 1983 
1985 started making cars. It is also ¢ 
steadily bigger and by 1992 will almost 
ble its present capacity to 440,000 ve 
year through a $490m expansion. . . 

There are many similarities betwee 
American plant and Nissan’s sma 
younger, plant in the north of England 
not just that almost everyone, from thé 
down, wears the company uniform: 
more that both workforces buzz witl 
same excitement about what they do 
how they do it: from the benefit of wor 
in small groups to taking responsibility 


land, they say they are building cars ir 
British way. In Smyrna they insist it i 
American way. The enthusiasm is th 
nese way. 



























Share of profits less losses of associated companies 
Profit before taxation | 


‘Profit attributable to shareholders 


Dividends per share: ‘A’ shares — interim 


Net assets per share: 'A' shares 
'B'shares 





he profit for 1988 before extraordinary items increased by 25395 and additionally there 


profits relating to the disposal by Hongkong United Dockyards of part of its dockyard 
site net of relocation and other expenses, and to the disposal by Swire Pacific of associated 


extraordinary tems and the weighted average number of shares in issue during each year. 


Cathay Pacific Airways Limited reported attributable profits 33.5% higher than those of 1987. 
ong Kong Aircraft. Engineering Company's attributable prohit increased by 33.2%. Swire 
` Properties" results were also higher than those of the previous year. The Hong Kong activities 
. of the shipping. offshore services, and dockyard division improved but overseas resuils 
remained depressed. Profits within the industnes division were similar to those of the previous 
year. The trading division had a very good year. The insurance division pertormed satisfactonly. 


- Final dividends. The directors of Swire Pacific Limited will recommend to shareholders at the 
annual general meeting on 25th May 1989 the payment of final dividends of 530€ (1987: 
430€) per A share and (pec (1987. 86€) per B' share payable on tst June 1989 to 
shareholders registered on 26th May 1989; the share registers will be closed from 15th May to 
Gth May 1989, both dates inclusive. 


The directors consider thatthe scrip dividend scheme, which has been in piace since 1982, 
has served its purpose in that during this penod Swire Pacific has retained substantial 

iQunts of cash and thus has reduced its gearing significantly. Furthermore, with an ongoing 
ost associated with servicing additional scrip. it is felt that it would be sppropnais for the fina’ 
dis idends for 1988, and future dividends, to be settled wholly incash —C 


Investment properties and net assets per share. In accordance with the policy of the 
Group: the annual valuation at open market value of investment properties was cared out at 
31st December 1988 by Jones Lang Wootton. As a consequence of the 1988 valuation there 
has been an increase of HKS6,486 T-millon in the valuation reserves.of the Group, as 
ompared with an increase of HK$4023. {milion al the end of 1987. Taking into account both 
the retained earrings in 1988 and the increase in the valuation of investment properhes, the 

= netasset values of the shares ol Swire Pacilic at 31st December 1988 were HK$1444 per A 
~ share and HK$2.89. per B share, which compare respectively with HK$951 and HK$1390 at 
Jst December: 1987, 














1988 Final Results 


The profit for 1988 before extraordinary items was HK$3.001.7 million, an increase cf 25.3% over 1987. Additionally. there were extraordinary. profits of HK$3859 mil ion. n (987. 
consolidated results were: 







































were extraordinary profits in 1988 of HK$385.9 milhon. comprising the Groups share of 
a reduction in untealised exchange losses n respect af long-term obligations caused pr 


_ development nghts. Earnings per share have been calculated by reference to the prolit before © 
Obligations. However, this decrease was offset by increased net borrowangs within ether parts 


The Swire Group 
 Swire House, Hong Kong. 
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5,650.6 4 565-4 
554.6 458.4 
5,096.0 4.107.0 
215.8 178.8 
san D 4285.8 
4,538.2 3,570.5 
1,536.5 475A L4 
3,001.7 23961 . 













Financing. Net borrowings at 31st December 1988 amounted io ; HKS. 504 B milion vaaia 
with HK$6631.6 million a year earlier There was a significant decrease in net borrowings of 
Cathay Pacitic Aways mainly reflecting the strong cash Bow generated troroperatiorns and 
neipalty 
by the strengthening during 1988 of the Hong Kong dollar against the currencies of "hose c 





of the Group, chielly in thé properties and industries divisions, although strong demand for 
development properties continued to prowde much of the "Ong tor ine substantial PSP ital 
expenditure within the properties division. 


Cathay Pacitic Airways raises long-term Binance in currencies in which. ithas subs a 
positive cash flows. This is done to avoid any need to purchase foreign: 
settle the resulting repayment obligations. it also ensures that exchange 
the value of such obligations in those currencies are effectively hedged by € corresponda 33. 
but offsetting, fluctuations affecting earnings: Forecast surplus foreign’ currency earnings 
exceed the relevant interest and loan repayment. commitments in any year ánd hence à a 
hedged positon is maintained. 


Prospects. 1989 has started well tor both the aviation. and property á visibns. Despite did 
in scheduled delivenes of new Boeing 747 aicraált, Cathay Pacific Aurways expects another 
oe year, provided that current generally favourable economic conditions continue, whist - 
wire Properties looks forward to increasing income from is investment properties ass 
profits from developments for sale dedine as planned. The indusities and trading divisions. 
both expect considerably improved results. and the insurance division should consolidate as 
contribution to Group profits. Another ddficult year is foreseen for the shipping, offshore. 
services and dockyard division. Al ths stage, prospects for the Swire Pacific Group asa 
whole for 1989 appear to be good but the inflationary trend in Hong Kong, primarily caused 
y a chronic shortage of labour and rising rents, is worrying. 


The Annual Report for 1988 will be sent fo shareholders on 3rd May 1989. 





D.A. Giedhil 
Chairman 


Hong Kong. 30th March 1989 








` Overstaffed, under-earnin 


me 





and overweening, Wall Street's securities 


firms will have to lay off thousands more workers and rejig their busi- 


nesses. Soon 


YEAR and a half on from October 

1987's stockmarket crash, Wall Street 
is again down in the dumps. Equity and 
bond trading is lousy. Rising interest rates 
and an inverted yield curve, which means it 
costs more to borrow for 30 days than for 30 
years, have taken the fun out of trading 
Treasury bonds, mortgage-backed securities 
and municipal bonds. To top it all, mergers 
and acquisitions business and merchant 
banking, which kept Wall Street whistling 
last year, have peaked. 

Hurting longest and hardest in the se- 
curities business is stockbroking. Although 
the Dow Jones industrial average has risen 
' t more than 30% since the crash, private 

*. .. vestors are still shy of the market. With 
Some money-market funds yielding over 






1096, too many people still see too little rea- 
.. son to bet in the stockmarket. Institutional 


investors also are trading less. In its annual 





survey of institutional equity commissions, 


McLagan Partners, a financial-services con- 
. sulting firm, says that these fell by 34% in 
. 1988, with each quarter progressively worse 


than the previous one. The trend has con- 


tinued this year. 

-The average commission paid on agency 
trades (where the broker acts as middleman) 
. dropped to 9.1 cents a share in 1988, ac- 
cording to a not-yet published study by an- 
~~ other consulting. firm, Greenwich Asso- 
ciates; in 1980, when a cent was worth a lot 
more, the figure was 13.8 cents. Big institu- 
-:. tional investors can now get away with pay- 

-. ing only 3 cents a share. 
~ Morgan Stanley stunned Wall Street in 
. February, when it said that it was to stream- 


.. line its equity business. The firm's depart- 













ment handling institutions found that 150 
of its clients were contributing 9096 of its 
revenue while the remaining 700-odd insti- 
tutions produced the balance. The firm de- 
cided to concentrate on the main revenue 


generators. The rest would be serviced by its 


retail brokers. They would no longer receive 
research or have direct access to the firm's 


analysts. As a result, Morgan Stanley laid off 


some salesmen. 

So far, no other Wall Street firm has fol- 
lowed Morgan Stanley's example—but it 
must only be a matter of time. The lack of 
liquidity in the stockmarket, which means it 
is hard to buy and sell shares quickly with- 


-out moving prices greatly, has made it riskier 
for brokers to bet their own capital in princi- 


pal trades. 
The market is so illiquid because real 
trading volumes remain low. Trading aver- 


` aged 162m shares per day on the New York 


Stock Exchange in 1988, compared with 
189m shares in 1987. In the first quarter of 


. 1989 it was 167m. But more than half that 


volume is not genuine buying and selling by 
investors, whether institutional or retail. It 
consists of professional service trading, such 
as risk and index arbitrage, which earns few, 
if any, commission fees. 

Another concern is the prevalence of 
soft-dollar deals. These consist of gifts (eg, 
computers, telephone lines and often-un- 
readable research) given by brokers to 
money managers in return for an agreed 
amount of commission. As much as one- 
third of institutional equity business is now 
dedicated to soft commissions. That means 
fewer discretionary dollars left to award to 
brokers for good investment ideas. 





_ the stockmarket’s liquidity. The Labour 1 
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The growth in soft commissions, 
becomes much more visible in a dull marker 
has at last caught the attention of regulators, 
The Securities and Exchange Commission. 
is worried that soft-dollar deals are reduci 


partment, which regulates private pensi 
funds, is near to bringing a case against 
prominent money-management firm í 
abuse of soft commissions. : 


For what it's worth i 
The difficulties in the equity business s 
up starkly at Shearson Lehman Hutte 


Shearson has been on the defensive s 
paid nearly $1 billion for E.F. Hutton 
cember 1987, two months after the cras 
Shearson's retail business, includi 
Hutton, has fallen by almost 5096 fron 
pre-crash level. When it originally box 
Hutton, Shearson Lehman estimat 
would earn $2.4 billion in tot 
from its retail business in 1988, ir 
Hutton's contribution. In fact, fee» 
totalled only $2.1 billon—leaving a. 
$300m that had not been accounted 
addition, Shearson spent $165m abs 
Hutton, of which $110m went on g 
handcuffs to tie former Hutton 
the merged firm. | 

The result: Shearson is the onl 
securities firm on Wall Street whic 
end of 1988 had no tangible net wort 
means the goodwill in its balance 
ceeded its shareholders’ equity. That st 
affairs cannot last, which is why Shear 
now selling assets. It recently sol 
its mutual-fund transfer agency t 
Express, which owns 62% o 
Shearson also plans to- 
Management, which shot 
$200m. Adding to Shearso 
firm has had to write off 





























































-otp, the near-bankrupt Texan bank. 

 Shearson's arch rival in the retail busi- 
$5, Merrill Lynch, has been less hurt by 
restors' current preference for cash. It has 


or each Merrill stockbroker. By contrast, 
earson has only $150 billion in customer 
ets—$14m per broker. 

-If equity trading is bad, the bond busi- 
5 is worse. With interest rates rising, com- 


nce, which means less underwriting to do. 
he Treasury-bond market, which peaked 
ee years ago when yields hit a low of 196 
April 1986, also has a lot of hands twid- 

ng thumbs. 

One of the biggest primary dealers is 
3mon Brothers. The firm plans to lay off 
00 bond traders and salesmen. It has 
y said it lost money in the first quarter 
)89 because of bond-trading losses. At 
ame time as Salomon loses money in its 
e bond business, it continues trying, so 
disastrously, to build a merchant-bank- 

division to lessen its dependence on se- 
ies s trading. Goldman Sachs, too, is div- 


: "NEW YORK 


D. prudent and follow the crowd than 
< be early and take big gambles. That is 
| why the firm's entry into merchant bank- 
-ing—the Wall Street version in which 
firms invest their own capital in the buy- 
ing and selling of America's non-finan- 
cial companies—contributed far less to 
its record pre-tax profit of $575m in 
1988 than did its legendary merger-and- 
acquisition money-machine. That did 
$92 billion-worth of deals last year. 
Is that all about to change? Goldman 
- stresses its transaction work for clients 
: above investment for itself. Nevertheless, 
: it completed $1.1 billion in bridge loans 
last year. Goldman has also made eight 
equity investments through a $250m le- 
veraged buy-out fund. | 
But it now realises that minority 
stakes are not enough to win business 
from rivals which buy companies out- 
right, and then restructure them. 
Goldman was losing some large take- 
- overs to aggressive competitors like First 


| various types of securities issued by 
15 billion of retail-customer assets, in- 


ding money under management, or $22m - 


iles are in no hurry to raise long-term fi- 


OLDMAN SACHS prefers to be - 


ing into merchant banking (see box). 

On April 10th, Salomon revealed that it 
is part of an investor group that proposes to 
buy Grand Union, an American supermar- 
ket chain, from Sir James Goldsmith for 
$1.2 bil llion. Salomon will invest $30m in eq- 
uity and lend up to $870m in a bridge loan. 

The proposed Salomon deal will not in- 
crease its popularity with Moody's, a credit- 
rating agency. It was one of the firms cited 
by Moody's in a report on the risks to the 
securities-firms’ credit ratings posed by Wall 
Street-style merchant banking. Concluding 
that this has become a “permanent part of 
the financial landscape", Moody s argued 
that the business of investing in, and lend- 
ing to, leveraged buy-outs posed "significant 
new risk" for Wall Street. 

The credit-rating agency is also worried 
about a growing number of Johnny-come- 
latelies, like Salomon, plunging into what is 
now a fad business. This, it warned, can only 
reduce profit margins. And the more money 


raised to do deals, the greater the likelihood 
of "dumb deals". 


Nor is Moody's sanguine about invest- 


ment banks' growing habit of laying off part 
of the risk of bridge financing by paying 


Another diver i in the buy-out pool 


Boston and Kelso, which bid a 
higher price for a Goldman client, 
American Standard, than 
Goldman thought appropriate. 
So, to become more competi- » 
tive, Goldman has just formed 
BroadPark, a joint venture with 
Citibank, which will have $2 bil- 
lion to do bridge financings. 
These are short-term investments 
which are later refinanced, usually 
with longer-term junk bonds. 
Note that Goldman is not tak- 
ing all the risk. It and Citibank 
will each invest $250m, with the 
other $1.5 billion coming from a 
consortium of commercial banks. 
These include six Japanese 
 banks—among them Sumitomo 
Bank, which three years ago in- 
vested $500m in Goldman Sachs 
itself in return for 12.5% of its 
profit each year. To replace most 


of its $250m in BroadPark, Goldman has 


raised $225m from seven insurance com- 


panies, including two in Europe. 
Goldman Sachs has also set up a 
holding company into which it could. 















to buy | into. brid ge loans. . Moody’ $ seid i it 
could not give | A aal credence” to 
such promises when not based on formal 
binding contracts, because "it is unlikely 
that these informal promises will be met if 
the deal is under stress". © 
Quite so. Still, both Moody' s and Wall 
Street may be wrong to assume that mer- 
chant banking is here to stay. The LBOeraze . 
remains to be tested in a recession. What is 
clear, though, is that takeover activity has 
already begun to slow, In the first quarter of 
.1989 the dollar volume of publicly an- 
nounced deals slumped to $71.6 billion, 
from $172.1 billion a year earlier. This will 
translate into less fee income to pay for Wall 
Street’s still-bloated overheads. 
. If deals continue to slow and bond and 
share markets to dawdle, Wall Street will in- - 
.evitably face much more severe pressure to 
Cut Costs. Overcapacity in the securi? — 
business remains massive. There are far. t 
many brokers, traders, salesmen and money 
managers wallowing in and around New 
York. Before this bear market is ovet, many 
more of them will be flushed out. 


















ded its bridge loans and lever- 
aged buy-outs. Holding companies 
are not subject to the capital re- 
quirements of the New York 
Stock Exchange, so they have re- 
cently been used by several invest- 
ment banks to avoid weighing. 
down the balance sheet: of their E 
broker-dealing businesses. — ^ — 
The rating agencies, ‘such as - 
Moody's, are up in arms about the 
expansion. of merchant-banking 
activities. They lowered Salomon 
Inc’s credit rating even before this . 
week's decision to take on a 
$900m bridge loan in Sir James 
- Goldsmith's Grand Union chain 
of grocery stores. 
The anger of the rating agen- 
cies will probably force Merrill 
Lynch, an avid user of bridge loans, to set- 
up its own joint venture to spread the 
risk, as Goldman has done. Dangerous 
times on Wall Street Germania: prudent 
laying of of bets. . 
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"HE Tokyo stockmarket accounts for 
j . 4096 of the market capitalisation of 
1^ wofld bourses, but foreigners own only 
496 of it. Whenever the Nikkei 225-share 
index (widely watched by individual inves- 
. | tors) or the broader-based Tokyo Stock 
-| + Price Index (roprx, followed by the profes- 
—] sionals) reaches another high, the popular 
|- view abroad seems to be that the market is 
< grossly overpriced—and due for a tumble. 
| | They said this again as the Nikkei 225 
- reached another new high this month. 
. Yet each time foreigners have backed 
‘the indexes have climbed up and 
Foreigners, mystified and miffed, sup- 
_ ose the market is a balloon ready to 
burst. Locals think Japan's are among the 
-more stable and rational 
> Stockmarkets. | | 
.. To most Japanese investors, the 
Opportunity cost of not buying | 
| 
| 























stocks has recently been too high to 
ignore. No other investment in Ja- | 
pan has done as well, except for | 
land, which only the truly wealthy 
can afford. For the majority of Japa- 
nese, shares in companies listed on 
the first section of the Tokyo Stock 
Exchange (TsE) have been good 
© bets. These companies have seen 
their assets grow by an average of 
196 a year for more than a decade. 
At that rate their value doubles ev- 
ety ten years. By comparison, a ten- 
year government bond, with its an- 
nual yield of 4.996 reinvested, will 
rave increased its value by only 
0% at maturity. a 
7. Trading at four times book value, 60 
. times earnings and 200 times dividends, 
— Japanese equities seem to westerners ridic- 
 "ulously overpriced compared with the 
. TSE's own past, let alone markets else- 
^ where. In the 1970s Japanese equities 
. Could be bought for typically twice their 
|. book value, 12 times earnings and 20 
. times dividends. 
~ Not all of the difference can be ac- 
counted for by the big investors ramping 
shares (though some can). Companies in 
the 1970s were not as strong financially as 
| they are today. As America's Shearson 
| Lehman Hutton points out, while Japa- 
nese companies’ price-to-earnings (p/e) 
op ratios have trebled, their book value per 
|| share has risen 2.6 times. Simultaneously, 
.| the average amount of equity in Japanese. 
| firms, as a proportion of their total cap- 
 italisation, has gone from a low of 15% in 
1974 to more than 2596 today. In short, 
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a 170% rise in the Tokyo Stock Exchange index since 1985, 
s investors are still wary about buying Japanese equities 





companies now have far stronger balance 


sheets than before. 


_ Shrewd foreign investors discount spe- ` 
cial factors that inflate Japanese p/e ratios. - 
They strip out cross-holdings that most 


firms have in customers and suppliers, 
plus stakes held by their bankers—all 
shares which would be traded only in ex- 
tremis and so better ignored when cal- 
culating the earnings-per-share part of a 
p/e ratio. They also allow for the way Japa- 
nese companies understate earnings to 


The Q ratio — — a7] 


Ratio of stock price to 
-mat asset value 
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tion of capital investment; another is not 
to consolidate the profit of subsidiaries 
and affiliates (although this is changing). 
Such anomalies could account for 80% 
of the difference between Japanese p/e ra- 
tios and those in other markets. Rather 
than quibble about the remaining 2096, 
investors should ponder why Japanese p/e 
ratios have climbed so rapidly of late. Af- 
ter all, Japanese companies have lived 
with much the same tax laws, depreciation 
schedules and cross-holdings for vears. 


The biggest LBO in the world 


The explanation seems to lie in the way 
Japanese investors, particularly institu- 
tional investors, assess a company's future 
earnings. Where they differ from their 
counterparts on Wall Street or in the City 
of London is in how they value a compa- 
ny's assets. In this, they have less in com- 
mon with foreign fund managers and 





turing. This has made their profit 
 ratic to give any meaning to rigid 


have started to assess a company's fut 


growth of assets rather than maximisati 













more with American leveraged 
(LBO) experts—who would not: 





















their earnings throu 









sures such as a p/e ratio. Instead invest 










stream of earnings by looking at the: 
value of a firm's assets. That also c 
in with what the managers in Japa 
companies have long aimed to achie 














. To turn all this into < 

















the link between the value of a 
company's assets and its share. 
price. In particular, Mr Wakasugi- 
has tried to explain a ratio that has 
long interested financial econo- 
mists: the share price divided b: 
net asset value per share. ME 

As a rule this so-called Q ratio 
ought to be greater than 
one—because markets recognise. 
that, with skilled workers and good 
management, firms are worth more’ 
than the sum of their parts. One of 
the odd things about firms listed on 
the first section of the TSE is that. 
their average Q ratio has been well below 
one. In fact, though it has been increasit 
steadily since 1984, it is still 0.7. The onh 
explanation for this is the high cost o: 
land. This inflates asset values and there 
fore reduces the ratio. The implication is 
that shares quoted on the TSE may in fact 
be underpriced—one reason the Q ratio 
has been seized on with delight and pro- 
moted by Japanese stockbroking houses. | 

Compared with p/e ratios and the dif- 
ficulty in reliably estimating future earn- 
ings, present asset values can be assessed 
with reasonable objectivity. This makes Q ` 
ratios a better tool for gauging a share's 
likely performance—at least, while busi- 
ness risks and opportunities are changing 
as much as they are in Japan today: How- 
ever, if world stockmarkets crash, the: 
ratio will not stop the Tokyo market fro 
crashing with them. The Japanese ha 
other tricks to stop that. mE 
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T. Boone Pickens and Koito Manufacturing 


Mind yer foot, T 


ORPORATE raiders, though more nu- 
merous than the myths would have it, 
are not the most popular investors in To- 
kyo, even when they are Japanese. When 
they are foreign, they are pariahs. Defensive 
ranks have begun to close around Koito 
Manufacturing, an overpriced and un- 
derperforming parts maker in the Toyota 
camp into which Mr T. Boone Pickens, once 
America's best-known raider, had the te- 
merity to buy late last month. 
Taking a lead from Toyota, other Koito 


TOKYO 


NVESTORS in Japan cannot resist a 

good theme to run up share prices, the 
more outrageous the better. Ever since Mr 
Martin Fleischmann and Mr Stanley 
Pons, a British scientist and his American 
colleague, claimed that the nuclear fusion 
that lights the sun could be reproduced in 
a test tube at ordinary room temperatures, 
instead of in a billion-dollar magnetic fur- 
nace (see page 88), Japanese investors 
have been piling into any stocks remotely 


Con-fusion 


No matter that the scientific jury is still 
out on the Fleischmann/Pons claims, nor 
that even if they are vindicated, a com- 
mercial pay-off may not come for 20 years 
or more. When Japanese share salesmen 
are ramping a line of stock, cool-headed 
reflection is not allowed to get in the way 
of a rattling good story line. This, after all, 
is the country that could run up the share 


80 


shareholders, including Matsushita Electric, 
Nissan and Nippon Life, have urged the fi- 
nance ministry to throw the book at Mr 
Pickens. They claim that the way his firm, 
Boone Company, a Texas-based mergers 
and acquisitions (M&A) specialist, bought its 
20.2% stake in Koito violated the securities 
and exchange law. The ministry has now 
started a painstaking investigation, which is 
expected to last several months. It has asked 
a dozen brokerage firms in Tokyo to open 
their books to see how Mr Pickens was able 


price of a blue-movie maker 
as part of an AiDs-related 
shares theme. 

By late last week six of the 
ten most actively traded is- 
sues on the Tokyo Stock Ex- 
change were related to nu- 
clear fusion—or so investors 
convinced themselves. Big 
investing institutions grabb- 
ed Mitsubishi Metal, Nip- 


pon Mining and Sumitomo 





Metal Mining, believing that cornering 
the suppliers of palladium (the rare metal 
used as an electrode in the room-tempera- 
ture experiment) would give them an arm- 
lock on the fusion market. 

Next, atomic investors surged into 
Toho Titanium and Osaka Titanium, 
thinking the firms would be likely suppli- 
ers of casing materials (and maybe elec- 


to amass some 32m Koito shares. 

The officials want to know whether the 
shares were sold in a so-called genbiki deal 
(in which stocks bought on margin are deliv- 
ered in exchange for cash) and, if so, when. 
Failure to report a deal of such magnitude 
could run foul of Article 188 of the law. This 
requires that a seller of more than 1096 of a 
company's outstanding shares inform the 
company, which in turn passes the informa- e 
tion on to the finance ministry. 

Boone Company is believed to have 
bought the shares from Azabu Jidosha, a 
foreign-car importer headed by Mr Kitaro 
Watanabe, who may have cornered as much 
as 30% of Koito's stock last year. Mr 
Watanabe, a well-known greenmailer in Ja- 
pan, had tried, unsuccessfully, to get Koito 
to buy back the shares. If Mr Watanabe 
really did amass such a holding before sell- 
ing an interest to the American firm, he may 
be in hot water for not telling Koito so t 
it could register the greater-than-10% tra 
action with the finance ministry. 

With more than 1096 of Koito's stock, 
Mr Pickens would have wide-ranging powers 
under Japanese company law. For instance, 
he would have access to the books and 
would so be able to make all sorts of embar- 
rassing suggestions for improvement at the 
firm's next annual meeting. With earnings 
that are likely to be down by nearly 1596 for 
the financial year just ended and with a flat 
year ahead, Koito is open to being 
embarrassed. 

Mr Pickens has already pointed out that 
Japanese firms have been massive buyers of 
American assets, while foreigners have been 
less able to buy into corporate Japan. In 
large part that is due to price and the web of 


trodes) for future fusion ma- 
chines. When that began to 
look dodgy, everyone began 
buying Toshiba and Fuji 
Electric shares, because of 
the companies' backgrounds 
in the electrical generating 
equipment needed to turn 
fusion heat into electricity. 
The stock everyone 
wanted above all was Showa 
Denko, a diversified chemi- 
cals company in the Fuyo 
group. Its share price shot up 
from ¥1,000 ($7.50) to 
Y 1,400 as investors tried to 
get a piece of Japan's only supplier of 
heavy water, the liquid fuel for room-tem- 
perature fusion. The trouble is that 
Showa Denko's whole six-month inven- 
tory of the heavier isotope of water, which 
sells for ¥70,000 a litre, had been snapped 
up by Japanese scientists in the week fol- 
lowing the fusion announcement in 


America. 
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cross-shareholdings that ties together the 
big Japanese groups. But the inability of 
American M&A firms to dismember Japa- 
nese companies is already creating friction 
between Washington and Tokyo. 

The nearest an overseas group came to 
gaining control of a Japanese company that 
would not yield itself voluntarily was in 
1985, when the now defunct Glen Interna- 
-tionalof London and Trafalgar Holdings of 
Los Angeles made a $1.43 billion bid for a 
Japanese ball-bearing maker, Minebea. Af- 
ter a nine-month battle, the potential buyers 
were squeezed out (albeit profitably) by xe- 
nophobic Japanese investors. In contrast, 
Japanese firms bought 116 foreign firms for 
a total of $12.6 billion last year according to 
Sumitomo Trust and Banking. 

For every legitimate M&A deal inside Ja- 
pan, a further five "greenmail" operations 
are quietly hushed up. Greenmailers (called 
"-**e after the name for the leading actor in a 

drama) are believed to have about 150 
stocks currently in play—about one in ten 
of all listed firms in Japan. Known targets 
range from a cosmetics giant, Shiseido, to 
land-rich supermarket chains like Naga- 
sakiya and Chujitsuya. 

A photographic group, Konica, came 
under heavy attack last year when a shite 
called Nihon Tochi started cornering its 
shares, driving the price up from ¥800 
($6.30) to more than ¥1,800 over a six- 
month period. Nihon Tochi became well 
known in financial circles for having taken 
¥10 billion ($80m) off Toyota in exchange 
for the stake it had amassed in an affiliate 
called Toyota Automatic Loom Works. But 
Nihon Tochi met its match in Konica, who 
refused to play ball—driving its own share 
price down and plunging the greenmailer 
into bankruptcy in the process. 

Most shite in Japan have been closely as- 
sociated with the property business, using 

fit from deals, or cash borrowed against 

ir land as collateral. To defuse Tokyo's 
politically explosive land boom two years 
ago, the finance ministry and the Bank of 
Japan started arm-twisting financial institu- 
tions into refraining from granting loans for 
land speculation. New taxes and reporting 
rules were also introduced to check the es- 
calating prices of property. Since then, the 
shite have quietened down; there are only a 
couple of dozen left in business. 

To make life tougher still for the shite, 
the finance ministry plans to stiffen report- 
ing regulations further. The present require- 
ment for firms to disclose a registered share- 
holder with more than 1096 of its 
outstanding stock is to be brought in line 
with America's 596 rule. At the same time, 
the use of phoney names is to be made ille- 
gal. This way, the authorities reckon they 
will be able to track down greenmailers 
faster. What they will do about it when they 
catch them will be another matter. 

This past week they have advised Koito 
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not to hand over the shares purchased by 
Boone Company. Other xenophobic forces 
seem to be at work. Trading in Koito’s stock 
on the Tokyo stockmarket has dwindled to 
one-twentieth of the turnover of just a fort- 
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night ago, while the share price slid from a 
high of ¥5,400 at the end of March to 
Y4,200 by April 13th. The betting is that it 


will be allowed to slide a good deal lower. A 
shite-trap in the making? 





Romanian debt 


Out of the red 


IGHT, left and centre, Romania has 

been repaying its debt to the West. Of 
all the countries that had to resort to re- 
scheduling their foreign commercial-bank 
debt in the early 1980s, it is the first to have 
freed itself from that trap. It cleared the last 
of these loans in February, although the 
agreements stretched repayments to 1991. It 
also has no obligations left to the IMF and 


this week it wiped the slate clean with the 
World Bank. 


What may be left in some small bank 
loans (the country is hardly noted for its fig- 
uring) is nothing to speak of—certainly not 
on a net basis. Romania has over $1 billion 
on deposit with western banks. Yet in 1981 
it had about $10 billion of gross debt in con- 
vertible currencies. President Nicolae 
Ceausescu has certainly earned the title of 
"The Great Repayer’’. 

The cost of this policy has been huge: 
last year Romania admitted that its economy 


Now for the tough bit 


WASHINGTON, DC 


HE ideas of Mr Nicholas Brady on 

third-world debt are to be tested. 
Mexico has agreed with the IMF to bor- 
row $3.6 billion over three years, with 
the possibility of another $500m. Some 
of the money may go to buy back some of 
its $102 billion of foreign debt. It expects 
to sign an agreement with the World 
Bank shortly for another $1.5 billion. It 
will start negotiating with its commercial- 
bank creditors on April 19th. 

The IMF deal has yet to be approved 
by its executive directors. If it goes 
ahead, and if the cash is disbursed before 
the banks have reached their own agree- 
ment with Mexico, a precedent will have 
been set. So far, the IMF has delayed dis- 


bursement until the debtor has reached 








agreement with a “critical mass” of its 
creditors. In departing from that prac- 
tice, it would tilt the balance of bargain- 
ing power in favour of the debtor. 

Mr Pedro Aspe, Mexico’s finance 
minister, says a “good part” of the IMF 
money will go to reduce debt and aid 
debt-servicing. He hopes it will help 
Mexico get money elsewhere; he proba- 
bly meant Japan (which has offered “par- 
allel financing" alongside IMF credits), 
the Inter-American Development Bank 
and possibly western governments. 

Mexico starts from a relatively strong 
position. It has a modest trade surplus. 
Inflation is down to about 20% a year. 
The fiscal deficit is small. State enter- 
prises are being sold. The peso is being 
steadily devalued. Even so, the economy 
is stagnant after years of painful restruc- 
turing. To have a chance of winning the 
congressional election in 1992, President 
Carlos Salinas de Gortari needs GDP to 
grow by about 4% next year. He wants to 
reduce net transfers abroad from 6% of 
GDP now to less than 2% of GDP. 

Everybody seems to want Mexico to 
grow by reducing its debt burden. But 
how? The banks may eventually agree to 
such measures as swapping their Mexi- 
can paper for new paper worth much less 
and at a lower interest rate—but guaran- 
teed by the mF or the World Bank. They 
may let Mexico buy back a lot of debt at a 
big discount with the money it borrows 
from the mF, World Bank and Japan. Ne- 
gotiations will be complicated, but a start 
on debt reduction has been made. 








































at the lowest rate 'since 19 


itment was (in real terms) running at the 
ame level as in 1980. Retail sales stagnated 
as Romanians found Mr Ceausescu's drive 
or exports and his squeeze on imports had 
eft the shops bare. 

© Last year, Romania probably ran a trade 
urplus of around $4 billion, thanks to step- 
ing up exports by 10% and holding im- 
sorts to the level of the year before. This 
roduced an estimated current-account sur- 


YT IS time to update our McDonald's 
. hamburger standard. We launched it 
three years ago as a ready reckoner of 
"Whether currencies are at their correct 
-exchange rates. Big-Mac watchers rely on 
the theory of purchasing-power parity 
(PPP), which argues that in the long run 
the exchange rate between two curren- 
„cies is "in equilibrium” (ie, at PPP) when 
it equalises the prices of a basket of simi- 
lar goods and services in both countries. 
Our basket is just a Big Mac. The bur- 
ger's virtue is that it is produced locally 
- With little change in recipe in 50 coun- 
. tries. So international-distribution costs 
are not the distorting factor which they 
-would be if we used, say, the price of this 
-. newspaper in different countries, as a few 
~~ readers have suggested. 
| However, we have made one change. 
A year ago our estimates of the 





but it is almost spot on against 
sterling. This in turn implies that 


296, compared with a planned. 1096. ley 


The hamburger standard 


United Statett $202 — — = = 











plus with the West ^ around $3. 6 billion, 


a to PlanEcon, a Washington-based l 


firm of specialists on Eastern Europe. Of 
that, some $2.2 billion went on prepayment 
of foreign debt. 

With its debt paid off, what will happen 
to this year's current-account surplus, which 
will probably come to around $3.5 billion? 
Cheekily Romanians say they want to be 
one of the West's creditors and teach it a 
harsh lesson or two about debt management. 
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chancellor of the exchequer, can safely 
aim for a stronger pound. In contrast to 
sterling, most of the EMS currencies, like 
the French franc and the lira, look over- 
valued against the D-mark. 

The currencies of Hongkong and Sin- 
gapore still look too cheap against the 
dollar—one reason that America’s trade 
deficit remains huge. But Mac-pprs do 
not support Washington's call for South 
Korea to continue to upvalue its cur- 
rency. The dollar appears to be 4496 un- 
dervalued against the won. Indeed, Seoul 
has the dearest Big Macs in our sample. 
American Big-Mac watchers should fo- 
cus their attention closer to home: Big | 
Macs are 1296 dearer in the United 
States than in its leading trade partner, 
Canada—ie, the American dollar needs 


to fall against the Canadian one. 
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dollar's Mac-PPPs were based on Big MacCurrencies 
Jr the New "York price of a ham- Hamburger Actual = % over(+) 
1 tats i gi S found ae = ge exchange om) 
|| the price of a Big-Mac varies muc in va 
more in America than within  Cemency — — cumency  thedollar 11.04.89 — of the dollar 
other countries. The recom- Australia A$210 — 104 1.24 +19 
mended American price before Belgium BFr9) 45 39.5 —12 
tax is $1.55; in central Manhattan Britain e126 — 08 059 -5 
our correspondent had to forkout Sahada C$215 106 1g 1n 
a top-of-the-range $2.48 ($2.29 be- — -= 
fore tax). So this time we have Dmak NAT. HS Ta S Ur 
used the average post-tax price in France —  FfriT70 876 6.37 el 
four American cities—$2.02. Holland - FL5.10 — 25 2.13 -—15 
. InTokyoaBigMaccosts Y370. Hongkong —— Hk$760 376 778 +107 
Dividing this by the dollar price | | | i 
Ireland IRET.30 0.64 0.71 +11 
yields a Mac-ppp of $1=¥183, ! ———— 
compared with a current ex. "W Lire 3,300 — 1634 lass ni 
change rate of Y133. In other Japan . N30 — 183 133 mis | 
words, the dollar is undervalued Singapore -= 5$280 —— 139 1.96 +41 
| by ie i dollar is yi K Un- Seat Korea Won2400 1188 —— 866 — -4 
ervalued against the D-mark, g- —Phs28 139 0p 
which has a Mac-PPP of DM2.13, = —— | 
Sweden ‘Skr 21 104 641 —38 






squeal. Mr Nigel Lawson, the 


the pound's PPP against the D- may  DM430 — 213 — 189 1 
mark is DM3.44—ie, its actual ^ vugesaa — Oms709 345 — 900 — Ha) 
rate is 7% too low. British manu- ^ Ries may vary between branches vm 
facturers thus have little need to. tPurchasi foréign price divided by dollar price 


parity: 
ttAverage of New IM Chicago, San Francisco and Atlanta 
Source: McDonald" 
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the Davison report and o estoring Hong. 


again 


HONGKONG 


ONGKONG’S new Securities and Fu- 

. tures Commission (SFC) is about to be 
wisi after the colony's legislators this 
week gave final approval to yet another ef- 
fort to turn the raffish local stockmarket 
into a cleaner place to do business. After the 
scandals on Black Monday in October 1987,. 
when the stock exchange closed for four 
days, the authorities want the new watchdog 
to have sharp regulatory and supervisory 
teeth—setting new. rules on capital ade- 
quacy for brokers, enforcing disclosure ofall 
shareholdings and punishing insider 
trading. 

None of that has happened Ree when 
stricter new regulation has been promis — 
And, even this time, it will not happen o 
night. There can be effective monitoring of 
capital ratios and insider dealing only with a 
computerised central clearing system. Hong- > 
kong’s stockmarket does not have one. In- - 
stalling such a system may take 18 monthsor 
more, which may be as long as it takes local 
Chinese brokers to stop grumbling about 
the sFC. 

Many that are undercapitalised con- 
sider the commission a vengeful creation of 
the foreign devils. They think that regula- 
tion, especially of capital adequacy, will fa- 
vour international houses such as Barclays 
de Zoete Wedd and Hoare Govett because 
they have deeper pockets and more staff. 
Smaller brokers say they will also suffer if 
the settlement period is changed from the 
(often chaotic and unworkable) one day to 
three days. Faced with greater exposure and 
greater costs, the small brokers ask what was 
wrong with the old system—a local casino 
run by locals for locals, but accessible to. 
eigners taking a punt with their spare ca: 

The short answer is that the old system 
was crooked. Many locals still regard Mr 
Ronald Li, the former exchange chairman 
now facing criminal charges of corruption, : 
as a hero. But the indictment of last year’s: 
review of the securities industry chaired by. 
Mr lan Hay Davison was that the ruling 
council under Mr Li was "an inside group 
which treated the exchange as a private 
club, rather than a public utility." Whatever 
the nostalgia of the locals, the government 
wants international participation in the 
stock and futures markets. At long last it has 
found the political will to clean them up. 

Nobody is sure how easily the sFC, un- 
dec Mr Robert Owen, will work alongside. 
the new stock exchange council and its new 
chief. executive, Mr Franris. Yuen (who was 
lured away from Citicorp Scrimgeour 
Vickers by the prospi ct of implementing 












kong $. reputa n intern ally). 
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FC legislation was revealed in January, 


public with Mr Owen. Today Mr Yuen is 
ore or less mollifed, but a problem re- 
ains. There will be duplication of effort 
hen both the exchange and the SFC vet 
ublic listings. 

© The exchange has a revamped listings 
ommittee. In February it removed four 


\llianz and Deutsche 


IKE Wagner’s Fasolt and Fafner strug- 
4 gling over the Rhine gold, two giants of 
ést German finance are battling for a prize 
yrth billions of D-marks. One is Mr Alfred 
strhausen, boss of the country's biggest 
k, Deutsche Bank, and architect of its 
-strategy to push into the lucrative life- 
irance business. The other is Mr Wolf- 
gang Schieren, head of the mighty Allianz 
rance group, who is organising a 
unter-attack against what he regards as an 
nwarranted intrusion by a bank. 
--.Mr Schieren is more reserved and less 
ell-known than his eloquent, publicity- 
gobbling rival at Deutsche, but that does 
not mean he has less power. Allianz is Eu- 
rope's biggest insurance group with world 
premium income in 1988 of DM29.2 billion 
($16.6 billion). At home it has 1496 of the 
life- and more than 1696 of the non-life-in- 
surance market. Further efforts to expand 
much in West Germany would run foul of 
ie cartel office. 
So Allianz has been on a foreign shop- 
ing spree. After an abortive bid for Brit- 
's Eagle Star (now part of B.A.T Indus- 
es), it acquired Cornhill Insurance in 
86 instead; it bought a majority of Italy's 
ond biggest insurer, Riunione Adriatica 
i Sicurta, the following year; and this 
nonth, it took a 51% stake in a Spanish in- 
urance firm, Ercos, making Allianz number 
ren in the Spanish insurance league. 
. At home, Allianz will face tougher 
mpetition from foreign insurers, espe- 
ially the British, as the barriers come 
own for the single European market. 
rom 1992. But with secure bases in most 
ther European countries bringing in some 
M10 billion a year in premium income 
xcluding West Germany), Allianz is well 
laced to recoup abroad what it may lose 
its backyard. 
All that is just the tip of an iceberg. The 
oup has an investment portfolio worth 
DM115 billion—equivalent to more than 
6 of one year's West German GNP. Its 
shareholdings include big dollops of such 
blue-chip firms as Thyssen, MAN and Daim- 
Benz. It also holds shares in most leading 
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Jerman banks, though when they are 





determined Mr Yuen was at loggerheads | 


] companies from the exchange. Why should 


the SEC insult the committee—and, by ex- 
tension, the council—by going over the 
same ground, especially since the Davison 
report upheld the principle of self-regula- 
tion? Mr Owen has a ready answer: the SFC 
will content itself with spot checks once the 
exchange has, in the words of Mr Davison, 


shown itself “up to the job”. 


And they lived unhappily ever after 


big these are rarely defined precisely in pub- 
lic. One which is known is a 24.296 stake in 
Bayerische Hypotheken-und Wechsel-Bank 
(Hypo Bank), a big Bavarían bank whose su- 
pervisory-board chairman, Mr Klaus Gótte, 
is a former finance chief of Allianz. 

Allianz also owns 2596 of Münchener 
Rückversicherung, the world's biggest re- 
insurance company, which in turn has a 
25% stake in Allianz. The two firms have 
their headquarters on the same handsome 
avenue in Munich, and are described with 
reluctant admiration by one banker as 
“gold-plated Siamese twins’. 

Much of this accumulation of wealth 
and influence is the work of Mr Schieren, a 
man who was turned down when he first ap- 
plied for a job at Allianz more than 30 years 
ago. When he took over as chief executive in 
1971, Allianz’s foreign business was virtu- 
ally non-existent; today it accounts for al- 
most 40% of premium income. That share 
will rise if Allianz at last finds the big insur- 
ance company it would like to buy in Amer- 
ica. It was Mr Schieren who, along with his 
then finance chief, Mr Marcus Bierich, re- 








structured the group t om« 
pany in the mid-1980s. The set-up freed - 


group under a holding com- ` 
Allianz from some of the supervisory rules . 
which bedevil West German insurers plan-  _ 
ning acquisitions. It can act quickly if a firm ` 
worth buying comes into view. : 
West Germans are now ploughing . 
about one-third of their savings into tax-ad- 
vantaged life insurance; up from under one- 
eighth two decades ago. Deutsche wants a , 
piece of the growing action. In 1985, it 
launched a modest scheme combining sav- 
ings with life cover. At the time, Mr. 
Schieren said that “a cobbler should stick to - 
his last". Other wandering cobblers re- - 
torted crossly that the Allianz itself is in- 
volved in banking-type activities, such as an | 
investment fund in fixed-interest securities, - 
and is-planning more. Mr Herrhausen 
turned more itinerant still, and last Decem- 
ber Deutsche announced that it would set _ 
up its own life-insurance company. E 

Mr Schieren hit back quickly, signin 
deal with Dresdner Bank, West Germany's — 
second biggest, to offer Allianz policies at — 
some 600 of the bank's branches. More — 
than 20,000 of Allianz's army of sales agents ` 
will also promote Dresdner banking ser- 
vices. Bavaria is excluded from the agree- - 

ment because the Allianz already has a simi- 
lar deal there with the Hypo Bank. di 

Allianz is squeezing Deutsche in other 
ways. When its life-assurance subsidiary - 
Allianz Lebensversicherung sought to raise ` 
capital last month, Deutsche Bank was ex- 
cluded for the first time from the consor-- 
tium handling the business. Its share went to ~ 
other big banks, including Dresdner. Small . 
wonder that Mr Herrhausen has withdrawn 
from the supervisory board of Allianz 
Leben. Mr Schieren has given up his seat on 
Deutsche's advisory board. 

Allianz has also increased its holdings in _ 
West German banks. That may be one rea- . 
son that Dresdner's share price was unu: 
ally buoyant for some months, and bou . 

c^ w^ impending takeover. The 
buying serves two pur- 
poses. The one Allianz ad- © 
mits to is that the company 
sold lots of West German bank 
shares before the crash of October 1987, 
and has since been buying them back more 
cheaply; the other is that by increasing its 
holdings (which of course it can threaten to 
sell again when it wishes), Allianz is warning 
other banks not to follow Deutsche into life 
insurance. Dresdner, for one, has specifi- 
cally undertaken not to do so. . 

These are early rounds in what looks 
likely to be a long struggle. Who will win? As- 
a newcomer to insurance, Deutsche starts 
disadvantaged, but should prove a tough- 
competitor. West Germans are hoping that, - 
with luck, the real winner from more compe- _ 


tition should be the consumer. _ 
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SCIENCE AND TECHNOLOGY 


The race is not always 
to the gigafloppiest 


TOKYO 


HE "battle of the gigaflops" is under 

way again. The five leading makers of 
supercomputers—two American firms and 
three Japanese—are outshouting one an- 
other with mostly meaningless claims. Their 
boasts are about whose machine holds the 
record for data processing. This week 
brought a flurry of announcements from Ja- 
pan as Fujitsu, Hitachi and NEC jostled for 
position at home while preparing for the 
next move by the most successful firm in the 
business, Cray Research of Minneapolis. 

In the early 1980s supercomputers— 

mer military megamachines that were 
once used to crack codes and simulate nu- 
clear explosions—came in from the cold. 
Today they help engineers to design better 
cars, chemists to probe molecular structures 
and meteorologists to forecast (patchily) the 
weather months ahead. It takes a super- 
computer minutes or hours to do what its 
smaller brethren would—at best—take days 
to accomplish. The market for these Ooli- 
aths of computing (costing $5m-20m) is 
growing at nearly 4096 a year. 

On April 10th NEC broke ranks with its 
Japanese rivals and entered the fray with the 
country's first true “multiprocessor” design. 
Its new sx-3 links four central processors to 
give, so the company claims, a peak process- 
ing speed of 22 gigaflops. This means that in 
one secand it can do 22 billion floating- 
point calculations—the sort of sums by 
which computer power is measured. In 
terms of gigaflops, NEC’s new machine is six 
times faster than Cray's Y-MP, and twice as 
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fast as the former record-holder, the ETA-10 
built by ETA Systems, also American. 

The salvo of claims and counterclaims is 
more a "brochure battle" than a real clash 
of metal on metal. The new NEC machine 
will not be on the market until mid-1990, by 
which time a 16-processor Cray-3 is sup- 
posed to have made its debut. Besides, peak 
processing power reveals little about a super- 
computer's usefulness, or even its overall 
speed. Much depends on how it is config- 
ured and what software it uses. 

Good architecture makes a difference. It 
is better to have several central processors 
working in parallel as a team, than to try and 
wring performance from a single processor 
slogging through a problem one step at a 
time. 

Designing a multiprocessor supercom- 
puter is tricky enough. Writing its software 
can be mind-numbing. For one thing, a dif- 
ferent algebra is needed—one that can 
manipulate whole columns of data (ie, vec- 
tors) at once, instead of simple numbers (ie, 
scalars) one at a time. For another thing, 
real problems rarely take kindly to vector 
processing. Few can be expressed wholly in 
the language of vectors, and thus be 
crunched by parallel processors working flat 
out; much remains to be processed messily 
in a conventional step-by-step manner. The 
trouble with boasting about gigaflops is that 
such measures refer only to the part of a cal- 
culation that can be expressed in vectors. 

So far American designers of supercom- 
puters have had an arm-lock on parallel pro- 
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cessing and on the complex programming - 
needed to make it work well. Cray's Y-MP- 
and the ETA-10 both use eight parallel pro- 
cessors. Such designs, allied to internal soft- 
ware that generates (or "compiles") the 
coded instructions for vector processing, are 
what give a supercomputer its appetite for — 
data. Thanks to its able compiler, even th 
old Cray-1, running at a mere 160 megaflops 
(million floating-point operations per sec- - 
ond), can chew its way through problems . 
faster than rival machines with speeds of - 
over 400 megaflops. 

Although they are old-fashioned in de- | 
sign, Japanese supercomputers have made 
up for their lack of architectural finesse with | 
horsepower. Fujitsu has excelled at design- - 
ing high-speed logic circuits based on gal- - 
lium arsenide (trickier to use but faster than - 
silicon) as well as the even more exotic — 
"high-electron-mobility" transistors (which - 
use extra-energetic electrons) that few other 
firms understand. Hitachi, which until re- 
cently carried the flag for Japanese super- 
computers with its 3-gigaflop s-820, got its — 
raw speed from a single central processor _ 
stuffed with extremely fast memory circuits. - 
Three months ago Fujitsu announced a 4- 
gigaflop design called the vp-2000 which it 
will introduce next year. Meanwhile, ETA 
Systems holds the speed record with its 10- 
gigaflop machine. 

Remarkably, all Japanese supercomput- 
ers have used a single processor. To catch up - 
with the Americans in parallel processing, — 
the Japanese government is sponsoring re- 
search that aims to have a 10-gigaflop multi- _ 
processor machine by early 1990. Fujitsu has — 
been developing the hardware under con- | 
tract to the Ministry of International Trade — 
and Industry. Yet the ministry's flagship — 
computer project has been pipped by a Japa- _ 
nese firm that has taken its own road to par- 
allel processing. l 

This week's announcement by NEC is — 
significant not just because its machine is Ja- 
pan's first commercial attempt to build a | 
multiprocessor computer for parallel pro- 
cessing. More important for potential sales - 
is the fact that the sx-3’s operating system — 












(the software used for managing a comput- _ 
er's internal operations) is based on Unix, 
which is fast becoming a standard for ma- — 
chines ranging from supercomputers down - 
to desktop workstations. v. 
To steal some of NEC's thunder, both 
Fujitsu and Hitachi announced a few days 
earlier that they would equip their own - 
supercomputers with Unix. Previously Japa- — 
nese supercomputer makers stuck to propri- — 
etary operating systems, hoping thereby to 
addict their customers to pricey software —— 
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wi ri ten in Fortran, the programming lan- 
ge favoured by physicists and mathema- 
. They have even produced compilers 
to allow customers’ programs written in For- 
t tran to be speedily translated into the lan- 
: > of vectors. This has had some success 
li Japan. Elsewhere, the trend has been to 
m supercomputers in a language 
called “c”, which is complementary to Unix 
and n easier to work with. 

_ While NEC has begun to follow the par- 
à allel-processing route pioneered by Cray, 
American firms have started borrowing 
ideas from Japan. The Cray-3 will use micro- 
d ips made of gallium arsenide instead of sil- 
icon, packed in far denser arrays and made 
itc 9 flip on and off in two nanoseconds (bil- 
lionths of a second)—ten times faster than 
em predecessors. 

— What bothers both Cray and NEC more 
than the thought of technical stunts that the 
j ot er might pull is what IBM is secretly up to. 
With many irons of its own in the supercom- 
P juter fire, the world's largest computer com- 
any has become an active investor in Mr 
Bieven Chen's Supercomputer Systems Inc. 
Mr Chen fell out with Cray two years ago 
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trees is falling rapidly is people's in- 
satiable appetite for timber. Another is 
the inconvenient shape of trees. When a 
.| round log is turned into rectangular 
|| planks, only about 55-60% of the wood is 
|| converted into timber. The rest ends up as 
|| woodchips, which are usually sent to pulp 
mills to make cheap stuff like paper. 
One way to increase the yield from a 
| single tree is simple and absurd: change 
|. the shape of the trunk. A square trunk 
| would yield much more timber and far 
fewer shavings. Although naturally square 
. trees are something of a rarity, Mr Robert 
Falls, a graduate student at the University 
|| of British Columbia, says he can 
|| make squarish stems from 
round saplings grow. 
l Tree growth involves the ac- 
|| tivity of cells near the surface 
. called cambium cells. Cambium 
cells on the outside of the cam- 
bium layer form bark. On the 
-inside they form wood. In the 
case of softwoods, such as 
spruce, fir or cedar, the best 
| quality wood is the wood that is 
laid down last—ie, the wood 
closest to the outside of the 
trunk, which is lost when logs 
are turned into timber. 
To solve the twin problems 


of inefficiency and the loss of 
the best wood during milling, 
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parallel computer with up to 256 processors 
and speeds of up to 128 gigaflops. 

Behind Mr Chen are some three dozen 
young American companies with new ideas 
for supercomputers, including machines 
with up to 65,000 parallel processors, the so- 
called “fine-grained’’ approach. With so 
many developments to come, the speed 
records for supercomputing will soon 
change hands so fast that techno-national- 
ism itself will become a blur. 





Russia's Mars mission 


Probophobia 


O LOSE one space probe may be re- 

garded as a misfortune; to lose both 
looks like carelessness. Actually, it was only 
the first of the two Russian Phobos probes 
heading for Mars and its moons that was 
lost by mere carelessness. Last September a 
programmer sent the unfortunate craft a 
bad command. It promptly turned its back 


| If you go down to the woods... 


Mr Falls drew on a simple observation. It 
is evident that trees can be made to grow 
in an eccentric fashion. For example, 
some trees grow thicker trunks in re- 
sponse to strong winds. Somehow, the 
physical force of the wind can increase the 
rate at which the cambium layer makes 
wood. 

Mr Falls discovered a similar way to 
make cambium cells do their stuff inside 
the stem of a sapling. By applying some 
sort of stimulus to four "corners" of the 
stem of a standing tree, he can get a 15096 
increase in the rate of wood production. 
(Mr Falls is still waiting for his patent, so 
he will not say exactly what the stimulus 








and took 45 engineers with him to developa - 
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on its masters and ignored their entreaties 
to turn round and speak to them again. 

The loss of the second probe was simi- 
lar, but there is no evidence that it was 
caused by anybody’s mistakes. It lost contact 
with its controllers while manoeuvring 
around Phobos—one of Mars's two tiny 
moons and the probe's final objective (and 
namesake). The probe had had mishaps be- 
fore. In December its main radio failed and 
there were other electrical hitches. When it 
first went into orbit around Mars, this Janu- 
ary, the spacecraft was reported to be spin- 
ning and wobbling a little. 

The two accidents are a sad anticlimax 
for Russia's ambitious planetary-science 
mission. The plans for the Phobos mission 
included a manoeuvre in which a probe 
would hover a few metres above the surface 
of Phobos while two probelets were dropped 
on to the surface to see what it was made of. 
That would have provided reams of new ‘> 
formation about the moons of Mars, whi 
appear to be remnants of the earliest phase - 
in the solar system's history. 

Perhaps the mission was too ambitious. 
The spacecraft, both carrying experiments 





is.) The speeded-up growth rate should 
last for up to seven years; even after one 
year, a treated tree stem has a distinctly 
square cross-section. Once squareness has 
been established, the tree should continue 

to grow square, even when the rate of 
cambium-cell division in the four corners | 
has returned to normal. 

[n theory, the procedure should work 
on any tree with a cambium layer. Mr Falls 
claims that it takes only about five min- 
utes to treat a small tree, and that the pro- 
cess could easily be done by a machine. So 
far it has been tested on cedar, poplar and 
spruce, and after two years, Mr Falls says, 
the experimental trees are clearly square. 
The wood cells at the corners of the 
square trunk are approximately the same 
size, shape and composition as normal 
wood cells. This suggests that 
the procedure does not lead to 
wood of lower quality or 
strength. Wood made by accel- 
erated differentiation of the 
cambium layer is extra wood 
that would not have otherwise 
been made. 

Making trees square could 
one day be as routine as prun- 
ing. Countries most likely to 
benefit from the idea are those 
that farm trees to produce tim- | 
ber: they will be able to incorpo- | 
rate the process into standard 
plantation management. Square 
forests may look unattractive to 
conservative eyes, but they look 


better than no forests at all. 
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of power are beckoning. 
Unfortunately you're not alone. The competition is knocking 
at the door. 
You have a nagging worry that sheer talent is not enough. 
. It's time to take direct action. 
Four short weeks that will prepare you for the 
years ahead. 


The Accelerated Development Programme at London Business 
School lasts just 4 weeks. - 
. .. Four weeks that represent the distillation of many years' 
experience of business practice. 
|. tis designed to address the three major areas of management 
competences — technical, human and conceptual. — i 
| Technical competences provide the breadth of skills managers 
require to operate successfully. Human competences help participants 
develop the interpersonal skills that are necessary to create successful 
a Change. Conceptual competences provide the important overview that 
d potential senior managers need to acquire. NC 
The Accelerated Development Programme is an initiative away 
from the traditional, longer all-embracing management programmes. 
It is designed to provide the central pillar ofa carefully structured 
personal portfolio of development that can be chosen by the individual 
or by his company. 
This represents an entirely fresh concept, allowing participants 
_ choice and flexibility in their approach to mana gement training. 
. Anew philosophy from an established business 
school. | | 
Although the Accelerated Development Programme is 
completely new, it is offered by one of Europe's most established 
business schools. 
To participate in this programme you will be part of an elite 
group who have already achieved considerable success in their chosen 
fields. 


As such, you will be discriminating and demand the highest 
- standards of an academic institution, | 
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Naturally, London Business School will not disappoint you. i 
Our resources are counted among the world's best, and we offer 2 
one of the largest business research facilities in Europe. J 
We have a unique expertise in the areas of finance and in vestment,. 
through close links with the City of London, a leading financial centre of. 
the world. g 
And our Centre for Economic Forecasting is internationally = 
acclaimed. | 
Prepare for the jungle. In the park. 
London Business School is based in a Regency building set in one 
of London's most beautiful parks. E 
But on the Accelerated Development Programme you will be - 
surrounded by the latest technology as much as by the greenery. | 
Every participant has access to micro and mainframe computers, 
and to the school’s library — which is one of the UK's biggest 
subscribers to on-line databases. TE 
In preparing for the business jungle, we believe you need all the 
weapons we can give you, | 


Send for more information. 


For more details of the Accelerated Development Programme, 
talk to your Personnel or Human Resources Manager. Or simply fill in 
the coupon below and send it to us. | : E 

We can't guarantee to get you to the top. But we can guarantee to 
help you on the way. | 











To: Dept of External Affairs, London Business School, Sussex Place, © 
Regent's Park, London NW1 4SA, U.K., Tel: 01-262 5050 
Fax: 01-724 7875 Telex: 27461 LBSKOX G. 


Name; MA/BB 
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SCIENCE AND TECHNOLOGY 


No postcards home from Phobos 


from 13 countries, were pushing the limits 
of what a standard Russian booster can 
launch. There are stories of arguments be- 


. tween the scientists and the engineers over 


the design of the probes and how much 
could be expected of them. Some of the 
compromises may have been fudges. 

The Phobos craft were the first two of a 
new design, so it would have been surprising 
if they had been faultless. The Russians take 
a production-line approach to their space 
programme, and most production lines 
need a bit of tinkering early on. But the diffi- 
culties on the way to Mars suggest that there 
will have to be big changes if craft like these 
are to become the backbone of Russia's 
planetary programme for the next few de- 

es. An upgraded flight computer—one 
with enough initiative to cast around for its 
masters’ voice if it lost contact —might be a 
good idea. 

There are enough parts lying around to 
put together a third Phobos fairly quickly. 
Getting it ready for the next time Mars is 
easily reachable, in 1990, would be a rush 





job. The 1992 slot would be easy, but that 
would leave little time for data from the mis- 
sion to influence a larger one already 
planned for 1994, which will include a probe 
to land on the Martian surface. 

The Phobos mission was not a total fail- 
ure. It provided data on the sun, on the ten- 
uous matter in space between earth and 
Mars and on the Martian magnetic field, as 
well as some pictures of the Martian surface 
and close-ups of the moons. But it was a fail- 
ure nonetheless. At a time when the Russian 
space programme is being criticised 
openly— notably by Mr Boris Yeltsin, the 
former Moscow party chief— successes 
would be a useful defence. So far the sniping 
has been directed at the manned military 
programme. But unsuccessful space science 
may add more grist to the mill. Meanwhile 
NASA is preparing to launch its Magellan 
probe to Venus at the end of this 
month—its first planetary probe for a de- 
cade. Space scientists in America are either 
too busy, too nice or too tactful to indulge 
openly in any Schadenfreude. 





Cold fusion 


some heat, not much light 


RMED with test tubes, palladium and 
faxes scientists across the world have 
been trying to conjure up "cold" nuclear fu- 
sion. The faxes were of a paper by Dr Stan- 
ley Pons, of the University of Utah, and Dr 
Martin Fleischmann, of the University of 
Southampton. By last Friday, when the pa- 
per was published in a technical journal, 
copies—often adorned with comments, que- 
ries and disbelief from many intermediate 
ports of call —were available in every labora- 
tory worth its salt. 

The paper claims that "heavy" water 
(which contains deuterium, a heavy form of 
hydrogen), a pair of electrodes, one made of 
palladium, and a small electric current can 
generate a great deal of heat for a few days. 
The authors—both chemists—are satisfied 
that no chemistry could produce this much 
heat, so they argue that nuclear reactions 
must be taking place. Atoms of deuterium 
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absorbed into the palla- 
dium are fusing to- 
gether to make heavier 
atoms, giving off heat ee 
and neutrons. 

There is another, as yet unpublished, 
paper doing the rounds—this one by Dr 
Steven Jones and his colleagues at Brigham 
Young University, also in Utah. It shows 
similar results. Dr Jones, a physicist who spe- 
cialises in fusion, did the experiment with 
titanium intead of palladium. He detected 
neutrons which appear to possess the same 
energy as neutrons produced by deuterium 
fusion. But his experiments lasted only eight 
hours before the cocktail of salts in the wa- 
ter clogged up his electrodes. And they gave 
off no heat. Dr Pons and Dr Fleischmann 
saw much more energy—but roughly the 
same rate of neutron production. 

If deuterium fusion had produced that 
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much heat, it would have produced so many 
neutrons that Dr Pons and Dr Fleischmann 
would have been dead within the hour. The 
discrepancy is fortunate for them, but trou- 
blesome for people trying to understand the 
results. The rate of neutron production was 
about 10 billion times less than it should 
have been if all the heat being produced 
were really the result of deuterium fusion. 

Dr Pons and Dr Fleischmann recognise 
this. In their paper, they suggest that there* 
may be more than one nuclear reaction go- 
ing on. A metal called lithium which they 
added to their heavy water might be in- 
volved. Deuterium-lithium fusion is more 
awkward than deuterium fusion; but it pro- 
duces more energy and fewer neutrons— 
though not a billion times fewer. 

Dr Pons and Dr Fleischmann can take 
heart. Dr Charles Martin and his colleagues 
from Texas A&M University may have con- 
firmed their claims. For 40 hours their fu- 
sion experiment yielded more than halí 
much heat again as it consumed. That d... 
not confirm that fusion takes place—but it 
shows that something worth investigating is 
going on. Other laboratories may have come 
close to duplicating Dr Jones's neutron mea- 
surements, but though they think they see 
some neutrons, the signal does not rise high 
enough behind the background noise in the 
experiment to be statistically significant. 
They apparently do not see any heat. 

Dr Jones's paper is getting more cre- 
dence than might perhaps be expected; the 
greater outlandishness of the other paper 
makes his comparatively acceptable. If he is 
right—which is by no means certain—then 
he was also right when he advised the stu- 
dents, staff and assembled journalists at Co- 
lumbia University not to sell their oil shares 
just yet. It is hard to see how his 
slow rate of fusion could produce 
useful amounts of energy, except 
Z _ in something as large as a planc 
- Dr ]ones's paper has sc 
Ss ^ speculations about the role that 
«Vw — cold fusion could play in heating 
à the earth and the planet Jupiter. 
The evidence comes from tritium, a radioac- 
tive element created by fusion, found in the 
gases belched forth by Hawaiian volcanoes. 
Since tritium is shortlived, its presence im- 
plies nearby fusion—in the high-pressure 
depths under the volcano. 

However, thanks to nuclear tests, sea 
water contains tritium. Local water can eas- 
ily find its way into volcanoes. And al 
though the earth and Jupiter are, at first 
glance, hotter than they should be, there are 
respectable ways of explaining that without 
recourse to fusion. Still, if fusion takes place 
in Dr Jones's test tube, it might conceivably 
take place inside planets. It would be ironic 
if, after all the fuss, it transpired that cold 
fusion is already available, and widely re- 
jected—4as geothermal energy. 
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Our first-class commitment 
throughout the world. 





With us, you have an unlimited opportunity to 
fly First Class all over the world, even on the 
shortest flights in Europe. With our exclusive 
service which starts in one of our Senator 
Lounges. With the outstanding comfort which 
is a real blessing on flights between conti- 
nents. With the preferential treatment which 
many of our passengers no longer want to 
miss even on short flights. With the result that 
more and more customers will be reaching 
their destinations in first-class shape. 
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“Wey work in nu ain. iin with qus 
firms as AT&T, Siemens, Hitachi, 
Helena Rubinstein and Caltex. 

ause we believe close cooperation 
. breeds mutual success. | 

If you'd like to join our team, 

know where to find us. On 

e fast track to a better tomorrow. 


Lucky-Goldstar. 


eChemistry and resources 
eConsumer and industrial electronics 
* Trade, finance and engineering 
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wie you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. — 

We made this watch for 
you -to be part of your . 
life — simply because this He. 
is the way weve always ! 
made watches. 

And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe — 
because it's for a lifetime. 








Patek Philippe S.A. 


4], rue du Rhone - 1211 Geneva 3 - PIE cce 
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The man within 


BOOKS AND ARTS 


THE Lire OF GRAHAM GREENE. VOL 1: 1904-1939. By Norman Sherry. Jonathan Cape; 783 
pages; £16.95. To be published in America by Viking in July 


ETEEN pages into the vast first vol- 
ume of his biography of Graham 
Greene, Norman Sherry asks his readers to 
consider a photograph of Mr Greene at the 
age of 11, in a Norfolk suit, with his brothers 
sisters. “Graham... seems different," 
writes, "and separated by more than 
physical distance from the others." To the 
untutored reader, Graham looks like any 
jolly small boy. But Mr Sherry feels he is 
dealing, even in childhood, with a being of 
acute nervousness, one with the shadow of 
greatness already upon him; and through- 
out this exhaustive and impressive work he 
fusses round Mr Greene like an old hen, 
worried for his health and his future. In Mr 
Greene's own account of himself, “A Sort of 
Life", the writer deals robustly with the 
darker parts of his history. Mr Sherry, con- 
vinced he is being over-brave, presents Mr 
Greene with tender sentimentality. 

A much-praised biographer of Conrad, 
whom Mr Greene admires, Mr Sherry was 
chosen in 1974 to write the first official 
Greene biography. Given audience by his 
subject in his apartment in Antibes, he was 
already in awe of the blue eyes, "so blue that 
-L-v gave off a curious sense of blindness.” 

Greene, a man of intense privacy, 
dreaded Mr Sherry's interviews; Mr Sherry, 
in turn, suspected that much was being kept 
from him. His attempt to fill the gaps pro- 

.pelled him to spend ten years in the foot- 
steps of Mr Greene, visiting all the places he 
had visited, trying to track down his ac- 
quaintances and the models for his charac- 
ters. His greatest triumph in this first vol- 
ume is his discovery, in a dusty square in 
Yajalon, in Mexico, of the original for the 
mestizo/]udas character in "The Power and 
the Glory": a little man with "soft grit” on 
his hand which turns out to be excrement: 
"toothless— no yellow fangs at each end of 
his mouth. . . When asked if he was well he 
replied that he was, but troubled because his 
feet were being bitten by rats.” 

Mr Greene was born in 1904, the third 
son of the headmaster of Berkhamstead 
School. His childhood, as given by Mr 
Sherry, was dauntingly unhappy. He was 
frightened of birds, bats, the dark, treading 
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Looking for the exit 


on primroses; even the thrill of reading 
"Dracula" was made sickening, “for I had 
picked my lip while reading and it wouldn't 
stop bleeding." At school he seems to have 
been bullied into a breakdown, though the 
bullying is not well-attested. He was cer- 
tainly stabbed from behind with a pair of di- 
viders; but to find in this, as Mr Sherry does, 
the basis for the violence and multiple be- 
trayals of "Brighton Rock" may go too far. 
And Mr Sherry cannot explain how his sen- 
sitive flower shows such confidence on the 
literary scene in Oxford, after which, de- 
spite a stumble or two, he never looks back. 

In the popular mind, Mr Greene stands 
for a number of things: Catholicism, 
“Greeneland”’ (a seedy amalgam of Africa 
and Central America peopled with spies, 
priests, bugs and thugs), anti-American sen- 
timent and a thirst for social justice. In the 
first half of his life, these trademarks are 
faint. Even his conversion to Catholicism in 
1926, a tactic devised to win his future 
wife, seems far from cataclysmic. His bap- 
tism was "all very quickly and formally 
done... Then we shook hands and I went 
off to a salmon tea, the dog had been sick 
again on the mat." 





As for "Oreeneland'"—a phrase Mr — 
Greene hates, because it implies that all — 
places are the same to him—most readers in 
the 1930s did not seem to notice it. Some 
critics did. A prescient reviewer of his un- — 
successful third novel “Rumour at Night- - 
fall" in the New Republic noticed that “Mr 
Greene's forte is his ability to cover places 
and objects with atmosphere laid on heavily, 
like paint." The same reviewer notices Mr 
Greene's characters already staggering “un- 
der the overwhelming weight of their own 
mental questionings and probings." And it - 
is in this sphere, Mr Greene's relations with 
his fellow-men, that Mr Sherry produces his 
most disturbing stories. 

His subject is no crusader; he is a snob 
and a voyeur of the poor. As a sub-editor in 
Nottingham, he loathed sharing digs and 
working with the ill-educated. Night and. 
Day, the short-lived magazine of which he — 
was literary editor, was for “discriminating 
people". Although he flirted with popular 
movements, visiting both Paris and i 
Ruhr when the underclasses were restive, he — 
did nothing more than observe them. There — 
was, he said, “a splinter of ice in the heart of 
a writer”; a splinter that kept back his sym- - 
pathy and enabled him to write. 

Mr Sherry suffers no such obstruction. — 
He performs the feat of being both sympa- 
thetic and sharp-eyed, although his criti- - 
cisms seem to hurt him as much as, or more - 
than, they may hurt Mr Greene. Where he is 
most indulgent is in his view that Mr Greene 
was justified in finding job after job dull, in 
being continually bored with the world, z 
in needing to escape, even from the wife he - 
has pursued with sugar-coated passion for 
ten chapters. Mr Sherry indulges this, be- 
cause he is sure that he is dealing with great- 
ness. The reader, now privy to almost every 
word and thought and experience of Mr 
Greene's first 35 years, is not so sure. Proof 
still lies ahead. 






























Parliament’s history 


Listening, warning - 


A History OF PARLIAMENT: THE MIDDLE — - 
AGES. By Ronald Butt. Constable; 662 . 
pages; £30. To be published in America by — 
Marboro Books 


OST Americans, true children of the 
eighteenth century, still think of Eu- 
ropean parliaments, including the British, as _ 
“legislatures”, as though Montesquieu's di- _ 


vision of governmental functions into legis- 
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` Friends can be lovers too 


a MEM 1907 and 1913 the two gi- 

ants of psychoanalysis, Freud and 
Jung, were comrades and collaborators. In 
FREUD AND JUNG: YEARS OF FRIENDSHIP, 
YEARS OF Loss*, Linda Donn gives an ac- 
count of their years together and, later, of 
their growing estrangement. 

Freud adopted Jung, a pychiatrist, as 
his "son" and heir to the leadership of the 
psychoanalytic movement. In part, he felt 
that psychoanalysis needed at 
least one Aryan to keep it from 
becoming a Jewish club; but 
also, as he wrote to Jung, 

My selfish purpose, which | 

frankly confess, is to persuade you 

to continue and complete my 
! work by applying to psychoses 
| what I have begun with neu- 

roses . . . Besides, I’m fond of you; 
| but I have learned to subordinate 
| that factor. 


| Freud’s last remark was meant 
| to assuage Jung's fear of inti- 
| macy with men. As he wrote to 
| Freud: 

| have a boundless admiration for 






lative, executive and judicial were as neat 
and immutable as Caesar's division of Gaul. 
One of the many virtues of Ronald Butt's 
new book is that it shows how Parliament in 
England came, between about 1237 and 
1485, to perform diverse functions. It was a 
court. Ít levied, or refused to levy, taxes (or 
"aids"). It confirmed or enacted laws. It 
could be, and frequently was, a channel of 
political opposition to the king. Not least, in 
an age before opinion polls, Parliament was 
important as a source of information about 
local feelings, events and unrest. Then, as 
now, it was an essential part of any govern- 
ment's early-warning system. 

Butt, at present a columnist on The 
Times, has been one of Britain's most dis- 
tinguished political journalists for nearly 40 
years. “A History of Parliament: The Middle 
Ages” is the first of a projected two-volume 
chronicle. As befits its subject, it is not only 
immensely scholarly but is handsomely pro- 
duced, with elegant endpapers and evoca- 
tive illustrations. 

"Parliament", the author says firmly, 
"was the product of practical politics, not an 
artefact of constitutional theory." The An- 
glo-Saxon witan established the idea that a 
king's subjects had a right to be consulted 
about matters that vitally affected their in- 
terests. The councils of the invading Nor- 
man kings assumed that the king and the 
barons were mutually dependent. Out of 
these twin traditions developed the idea of a 
barliamentum (the word, so far as is known, 


94 


Not to mention father (right) and son (left) 


you both as a man and as a researcher , . . my 
veneration for you has something of the 
character of a ‘religious’ crush. Though it 
does not really bother me, | still feel it is dis- 
gusting and ridiculous because of its undeni- 
able erotic undertone. This abominable feel- 
ing comes from the fact that as a boy | was 
the victim of sexual assault by a man I once 
worshipped. 


Jung's uneasiness was an ever-present 
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was first used in November 1236), in which 
the ideas of power (“you must listen to me 
because | can harm you") were gradually 
fused with the ideas of rights ("you should 
listen to me because, by historical tradition, 
it is your duty to do so"). Parliament, in 
other words, did not grow out of a theory; 
but a theory grew out of Parliament. 

Crucial to the theory, as Mr Butt points 
out, was the notion that opposition to a king 
was not necessarily to be equated with trea- 
son. In England, unlike in France (let alone 
a country like China), the idea took hold 
early that law and power were to be distin- 
guished and that an "'intolerably incapable" 
monarch like Edward II could legitimately, 
and legally, be deposed by his subjects. Mr 
Butt draws attention to the unexpected se- 
quel. “It is", he says, "one of the more re- 
markable paradoxes of English political his- 
tory that the one great European monarchy 
which has survived into the twentieth cen- 
tury has repeatedly been called to account in 
ways not experienced by comparable mon- 
archies before their final fall." 

Another paradox lies in the fact that 
medieval parliaments, if they had succeeded 
in one of their principal objectives, would 
have deprived themselves of one of the prin- 
cipal bases of their power. The prelates, 
knights and barons of the Middle Ages were 
keen that the king should, as far as possible, 
"live of his own", and not levy taxes on his 
subjects. But to the extent that kings suc- 
ceeded in doing this, Parliament's capacity 





counterpoint to the friendship. On the 
theoretical front, Freud was a systems 
man who insisted that psychic disorders 
were sexual in origin. Jung, with his essen- 
tially religious view of man's psyche, tried 
to suppress his reservations, but eventu- 
ally produced a paper suggesting instead 
that schizophrenia was generated by tox- 
ins in the brain. Modern treatments have 
vindicated his hypothesis. 

Miss Donn does not analyse in any 
depth the painful split between these two 
pioneers. Freud, the father, feared being 
"killed" by his son, Jung, and 
refused to be analysed by Jung 
for fear of losing his authority. 
Jung, the redeeming son, tried 
to save Freud from his over-zeal- 
ous espousal of the sexual the- 
ory of neuroses. The split, when 
it came, was devastating to both 
men. Psychoanalysts still cannot 
agree on whether it was also a 
disaster for the movement. Cer- 
tainly both Freud and Jung went 
on to greater achievements, 
leaving their descendants to 
continue the schism. 





*Scribner's; 238 pages; $19.95. 


to extract favours from them in return for 
granting "aids" was diminished. Edward IV, 
to take the extreme case, largely succeeded 
in living of his own; and he called fewer and 
fewer parliaments, especially towards the 
end of his reign. Mr Butt wonders whether, 
if all Edward's successors had been similarly 
self-reliant, the English Parliament might 
not have fallen into disuse as the assembly of 
the states general did in France. 

Although Mr Butt is clearly proud of 
the institution of parliament, he makes. n^ 
huge claims for its importance. “Par 
ment's influence on the greater questions or 
politics", he admits, "was occasional and 
usually, though by no means invariably, 
marginal." In 1989, not much has changed. 





French history 
ocore by 
Offenbach 


NAPOLEON III AND His CARNIVAL EMPIRE. 
By John Bierman. John Murray; 439 pages; 
£15.95, St Martin 5 Press; $24.95 


AGS DE TOCQUEVILLE, political 
thinker disastrously turned politician, 
thought that he and his friends could use 
Louis Napoleon. Bismarck, who destroyed 
the man and the empire, thought there was 
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nothing there to use: Louis Napoleon was “a 
sphinx without a riddle". Undeterred, John 
Bierman gives a spirited account of the man 
who ruled France from 1848 to 1870. 

Mr Bierman sensibly emphasises Louis 
Napoleon's precocious grasp of the new 
mass politics. A genuine populism, proc- 
lamations as sonorous as they were empty, 
and provincial whistle-stop tours won the 
pretender nationwide support, and in De- 
*cember 1848 the presidency. The politicians 
still underrated him. They saw a Bonaparte, 
useful only as a temporary barrier against 
the red peril. The peasantry, the great ma- 
jority of Frenchmen, saw a Napoleon, the 
legatee and guarantor of their gains in the 
Revolution. They voted for him massively in 
subsequent plebiscites. 

The 1850s were the great years of the 
new empire. Victories came in the Crimea, 
and less convincingly in Italy. There was an 
unprecedented economic boom—which Mr 

‘rman fails to notice. Relations with Brit- 
aui Were mended (like his fellow mounte- 
bank Disraeli, Louis Napoleon knew how to 
charm Victoria). It looked briefly as if the 
emperor had redrawn the map of Europe. 

Then things fell apart. Mr Bierman can 
give no convincing reason why. His focus is 
so relentlessly biographical (the emperor 
"was the second Empire") that it lacks con- 


text. Indeed, there are moments when the 
book seems less a biography than a libretto: 
the féte Impériale, music by Offenbach, 
settings by Winterhalter and Constantin 
Guys, costumes by Worth (late of Swan and 
Edgar), the whole extended strip-show 
somehow staked by the Bourse. Louis Napo- 
leon and Eugénie are the stars; the courtiers, 
the chorus, and the rest of the country are 
offstage in some immense salon des refusés. 
Mr Bierman suggests, rather tentatively, 
that Louis Napoleon was "a man with a re- 
lentless drive for political powers and sexual 
conquest, offset by an unconscious desire to 
fail." (Sexually, at least, the record seems 
one of almost unvarying success, his beauti- 
ful but frigid wife representing his one fail- 
ure.) Louis Napoleon's “desire to fail" Mr 
Bierman links to doubts about his parent- 
age. His mother, Hortense de Beauharnais, 
had been on the worst possible terms with 
her husband, and on the best with an im- 
pressive number of beaux. It was a standard 
court joke that although the emperor may 
not have been the son of his father, pretty 
well everyone else was the son of his mother. 
This kind of psycho-history is great fun, 
but it has its drawbacks. It not only demands 
proof, but defies it—and it leaves Louis Na- 
poleon as Mr Bierman found him, an 


enigma. 





The world’s best unrecognised sculptors 


Soapstone and serpentine 


HARARE 


ARCAN artists get as vexed by the phi- 
listinism of their governments as any of 
their counterparts in America and Europe. 
Zimbabwe’s sculptors are a case in point. 
They are producing fine stonework—the 
“est, some say, in the world. Yet nobody 
:uld know it from Heroes’ Acre, the mon- 
ument to fallen guerrillas that 
is nearing completion outside 
Harare. Help with the monu- 
ment's design and construc- 
tion has come from North Ko- 
rea, and it has all the 
surpassing ugliness of the pro- 
letarian-bureaucratic style. 

In this and other commis- 
sioned work, the sculptors 
justly complain that Zimbabwe 
is missing a great opportunity. 
It should be supporting a genu- 
inely indigenous art form: one 
that has its roots in ancestor 
worship and belief in the abiding presence 
of spirits. Today's movements date their ori- 
gins back no further than the 1950s, but 
some romantics see a link with the “Zimba- 
bwe birds”, the soapstone sculptures found 
at Great Zimbabwe, the vast ruins of the me- 
dieval kingdom of Munhumutapa near 
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Masvingo. Thanks largely to the fantasies of 
Rider Haggard, these are still associated in 
the popular mind with the Queen of Sheba 
and King Solomon's mines. 

Sculptors in Zimbabwe now work main- 
ly in serpentine, a harder stone of earthy col- 
ours that range from black through ochre, 
blue and green to pomegran- 
ate. A few have achieved inter- 
national recognition: Norbert 
Shamuyarira, Joseph Ndan- 
darika, Henry Munyaradzi, 
Damian Manuhwa and Sylves- 
ter Mubayi among them. 
Works by them fetch thou- 
sands of dollars each from col- 
lectors like Prince Charles, Sir 
Richard Attenborough and 
Mr Tony O'Reilly, and are 
widely displayed. Outstanding 
examples of Shona sculpture 
have just been on show at the 
International Contemporary Art Fair in 
London (where the Duchess of York took a 
fancy to an eagle chick by John Takawira) 
and will be seen next month in Dublin, 
Hongkong and Chicago. 

Many hundreds of Zimbabwean sculp- 


tors would like to be as famous. Most work 


All Mubayi's own work 


in the African equivalent of the Paris gar- 
ret—subsisting on mealie meal in a thatched 
mud hut in the bundu or in an urban shack. 
They are as poor as they are unknown, and 
find it hard to afford even the simplest tools. 
So the gratitude of a batch of young sculp- 
tors knew no bounds when the Jesuits at the 
Silveira mission near Harare provided them 
with a few chisels and a place under a tree 
where they could chip away at stone. 

All the work goes under the generic 
name of Shona sculpture, but in fact the 
practitioners are influenced by two different 
schools. The first represents the mainstream 
sculpture of the Shona people, who (with as- 
sociated tribes) make up about 8096 of the 
population of Zimbabwe. The naturalism 
and spiritual qualities of this work make it 
easily accessible to westerners, though with 
the danger that sculptors will slip over into 
sentimentality as they respond to the taste 
of buyers. The second school, known as the 
Tengenenge, includes sculptors from the 
neighbouring countries of Angola, Zambia, 
Malawi and Mozambique. In its most un- 
compromising form it has the grotesque and 
menacing qualities more common to Cen- 
tral African art. Many westerners find it 
spooky, even scary—although the work of 
some Tengenenge people, especially Akuda 
Fanizani, has great warmth and wit. ! 

The main handicap for all the country's 
sculptors is the distance of Zimbabwe from 
the art markets of North America and Eu- 
rope, and the cost of transporting works 
that often weigh 100 kilos and more. They 
are fortunate in having an unusually enter- 
prising as well as enthusiastic friend in the 
National Gallery in Harare. The gallery al- 
lows sculptofs to put their works on show 
and sale in the courtyard, and it sometimes 
even finds them jobs. Paul Gwichiri, one of 
the country's foremost sculptors, is em- 
ployed as an attendant at the gallery. He ob- 
viously gets as much pleasure out of answer- 
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s Andrew Lloyd Webber' s newest musi- 
¿cal "Aspects of Love" opens at Lon- 
don's Prince of Wales theatre, its composer- 
anager is no doubt already dreaming of its 
iture first night in Vienna. The Austrian 
apital of music has lately become central 
urope’s capital of musicals, and Britannia 
iles the waves of the Danube. 
~ Last December Vienna’s venerable The- 
ter an der Wien, birthplace of Mozart's 
[he Magic Flute”, Beethoven's “Fidelio”, 
trauss's "Die Fledermaus’ and Lehar's 
he Merry Widow”, saw the premiere of 
"Lloyd Webber's "Phantom der Oper”. 
ith a thunderous reputation from Lon- 
on, New York and even Tokyo, and a large 
advance sale, the show’s enormous success 
was assured. t has jeined the Viennese pror 
ductions of “Cats” and “Les Misérables” i 
a consortium of British-spawned hits (lat 
bas revolutionised the Austrian musical 
stage. With the Union Jack proudly flying 
over several Viennese theatres, the imperial 
-. double-eagle roosts rather forlornly on top 
of the Volksoper, protecting its aging brood 
of 75- or 100-year-old operettas. 

“Cats” started it all, opening at the 
Theater an der Wien in German in 1983. 
The contrast of its garbage-heap of a set and 
ts scruffy, British-trained felines plonked 
own in the theatre’s glittering eighteenth- 
ntury interior, and the effect of Mr Lloyd 
ebber's pop-operatics played in a classical 
setting, startled spectators and critics more 
ed to placid summer productions of “The 
Merry Widow”. Die Presse remarked on 
n exultation unheard of for a long, long 

^", but no one could have predicted that 
musical would still be running in Vienna 
ars later. 

Peter Weck, the theatre's manager, had 
bled that “Cats” would succeed, and 
‘tie up a theatre (like most in Vienna) 
at had traditionally been a limited-run 
ertory house with its own house singers 
d dancers. The "Cats" company was 
hly hired. With deft publicity and mer- 
ndising, pulling in coachloads of visitors 
om neighbouring countries, the show con- 
ues to play to capacity houses. 

. Next the Raimund Theater, another old 
operetta house partly owned by the City of 
ienna, was handed over to Mr Weck to 
"A Chorus Line", duplicating the 
adway original, was the first attraction 








but 





the Viennese did not take to it as they 
did to "Les Misérables”, which opened last 
autumn and remains ausverkauft (sold out) 
nightly. The buy-British campaign contin- 
ued with "Phantom"; but to place that spec- 
tacle in the Theater an der Wien, where Mr 
Weck and its British producer, Cameron 
Mackintosh, wanted it, a new home had to 
be found for “Cats”. The Ronacher, a 
crumbling variety house scheduled for de- 
molition, was added to the Weck empire as a 
perfect new litterbox. 

"Phantom", which opened last Decem- 
ber, is a phenomenon. It had to be, to re- 
coup an investment of some ASchl5m 
($1.2m). Its operatic setting is perfectly 
suited to the Theater an der Wien. Harold 
Prince, who restaged the show in Vienna, 





believes Austrians like the London specta- 
cles because they are operatically conceived, 
and mounted with the same fastidious ex- 
travagance as the British originals. Mr Weck 
does not see much nostalgia today for the 
old operettas or musicals, simply presented. 

Britain’s musical exports are travelling 
still farther east. The Vienna "Cats" com- 
pany has had wildly successful stands in East 
Berlin and Moscow, and Budapest has had 
its. own home-grown “Cats”, "Les 
Miserables" and even "Me and My Girl”. 
All over Eastern Europe, the big question 
remains: will younger, rock-oriented genera- 
tions ever flock again to “Die Csardas- 
fürstin" (The Gipsy Princess) and "Ein 
Walzertraum" (A Waltz Dream)? The Vi- 
enna Volksoper would deubtless like an an- 
swer. Mr Prince thinks Viennese operetta is 
indestructible, and hopes the English shows 
will revive creativity among the natives; but 
meanwhile, Vienna will continue to be 


haunted by das Phantom. 


C————————— IMs 




























































estored building openedi in 1987; ^I 


COPENHAGEN 


VINCE the silent movies of Carl Dreyer, 

whose “Jeanne d'Arc" (1928) was a sen- 
sation in its time, Danish films have been* 
overshadowed by the reputation of the 
Swedish cinema and the bleak towering tal- 
ent of Ingmar Bergman. But revolutionary 
stirrings in Denmark were confirmed last 
month, when Bille August’s “Pelle the Con- 
queror", starring Max von Sydow, won an 
Oscar for the best foreign film. 

This was Denmark's second such Oscar 
in two years. In 1988 the best foreign film 
was Gabriel Axel's "Babette's Feast”, which 
may have been helped by Karen Blixen's 
name on the story behind it. "Pelle", 
contrast, is based on a novel about a peu: 
Swedish immigrant to Denmark at the end 
of the last century by one of Denmark's out- 
standing social-realist writers, Martin An- 
dersen Nexo. It is a more distinguished film, 
and the Oscar was only the latest of a string 
of awards, including the Golden Palm at 
Cannes. Mr August's direction has so im- 
pressed Isabel Allende that she has chosen 
him to direct the film of her best-selling 
novel "House of Spirits", which will start 
production in Argentina in the autumn. 

Denmark is an unlikely spot for the 
development of film talent. The country 
cannot finance more than half-a-dozen fea- 
ture films a year, and these are made on a 
shoe-string, "Pelle" itself, at about $3.5m, is 
the most expensive feature film ever made in 
Denmark. Most are made with a budget of 
under $1m. It is a wonder that there are any 
film directors of international calibre, but in 
fact Mr August is one of four or five mor^ 
than-capable young directors. | 

Two events seem to have spurred t the 
Danish renaissance: the opening in 1966 of 
a government-financed film school, of 
which the new crop of directors are all pu- 
pils, and a far-sighted production-subsidy 
policy dating back to 1972 ("The world's 
best subsidy system”, according to Mr Àu- 
gust). These subsidies, which until now have 
covered up to 8096 of the costs of produc- 
tion, have been given to film scripts judged 
to display "artistic merit”. The system has 


„produced both failures and successes; but it 


has become so hard to raise finance even for 

"popular" films (which, by definition, lack 
artistic merit and therefore get no subsidies) 
that the system is about to be changed. 
From now on a subsidy of 50% of the cost 
will automatically be given to any producer 
who can find the other 50% himself, "artis- 
tic merit" or not. Might “Babette’s 


Takeaway” be round the corner? = 





































low Much Higher? 
Why do Forbes, Tbe Wall Street Journal, Business 
Week, Money and Barron's quote financial 
| forecasts from Young's World Money Fore- 

cast? The answer is Richard C. Young's "unique 
4 analytical approach" to forecasting and his | 


incanny accuracy." ni | 
esr d ACCURACY. Now in itseleventh year, 


Young's World Money 
—j Forecast is one of the 
HEP most widely read busi- | 
ness and investment 
forecasting services. 





A three-issue introduc- 
ce tion is yours for next to | 
thing. You will receive Young's latest forecasts | 
,.T interest rates, gold, currencies, the stock | 
market and the U.S. economy. Just send this ad | 
along with *1 and your name and address to: 
Young Research & Publishing, Inc. 


Federal Bldg., Thames St, Newport, R.I. 02840 


w€Q RLD MONEY FORECAST | 
An Introduction for New Subscribers Only 


Call us for Books 
of American 
Publishers 

1-205-966-5470 


Worldwide 


1-203-966-4329 
1-800-255-2665 


) Toll Free U.S. 
At current exchange rates books of 
American publishers will probably 
- cOSt you less. Call for information. 
BOOK CALL is your personal book- 
store atthe end of the phone. Our 
, experienced booksellers will help you 
y with all of your special needs. 
€ Charge to Amex, MasterCard, Visa 
or send Stateside check 
. © We ship anywhere in the world 
) * Gift wrapping available 
© Mail orders welcomed 
| € Corporate orders invited 
. © Open 24 HOURS every day 
FREE monthly new title forecast 
. €vailable—the perfect way 
fo keep up with the news 


about the latest U.S. books, S. 
[Ww CALL |. | 


^ i 


59 Elm Street 
New Canaan 
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| full list of contents is available from the | 
| publisher. Attach your business card or 






























Reserve your OpY 
World Economic lo 
1989 


The World Economic Outloo 
lished in April and October, pr 
thoritative analyses and statist 
major economic variables. It is a u 
| blend of individual country insights à 


| Productivity management: 
A practical handbook 


oseph Prokopenko 


". ..this is a carefully compiled and exhaustive 
treatment of the subject. It approaches it from a fresh 
angie: that productivity has to be managed from a 
mixture of methods and techniques, which range 
from quantitative analysis and operations, as well as 
the behavioural sciences. This is a book to study and 
act upon. it is a most worthwhile. addition to any 












Def ngson] (ok Study, Biminoam. | | | as global perspectives. The re 
ISBN 92-2-105901-4 £17.60; US$28; SF40 cusses the problems of balance of pa 


|| ments adjustment by major grou 
| countries, the key policy options availabl 
to them, issues of inflation and int 
| rates, debt, and capital flows. In additior 
| | the report features detailed scenar 
| | the evolution of the world econom 
| | the medium term under various po 
| options. i 


Diagnosing management 
training and development 


needs: Concepts and techniques 
by M. Kubr and J. Prokopenko 

There seems to be a consensus among managers and 
trainers that, to be effective, ail training should be 
based on thorough diagnosis of training and develop- 
ment needs. Yet in reality this principle is often 
diregarded. This book will be useful for assessing the 
needs of managers in the private and public sectors. It 
= givés not only a conceptual framework but also a 
compendium of techniques, practical guide-lines and 
tips for large and small enterprises, management 
centres and institutes, as well as for those carrying 
out studies of national and sectoral needs. 

ISBN 92-2-106399-2 £15.40; U5824.50; SF35 
Access and Visa cards accepted in the UK. 
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THE MILITARY | 
DEMAND FOR OIL 


b “dess a book and more a 
A | professional study essential | | 
h to political and strategic | 
h planners in all countries... | 

b. an invaluable reference 
for many years...” 
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The most comprehensive analysis of the and  theor 


subject ever to be made publicly available. | 
Written by Tom Cutler, ex-Chairman of | 
NATO's petroleum planning committee, and 
published by PETROLEUM ECONOMIST. |. 
The book covers the military demand for | 
oil in all its aspects: the strategic signi- 
| ficance of jet fuel ground, naval, and 
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TRE QUEEN'S AWARD FOR 
EXPORT ACHIEVEMENT 1396 







| Euromoney is seeking a young Economist with forex/ capital 
markets knowledge to write for a specialist publication. 
Good economics degree essential. 






This is an excellent career opportunity for an enthusiastic 
and motivated graduate to join a company which is a world 
leader in the provision of financial information. 










Salary package negotiable. 






Application in writing to Diane Chaplin, Director of 
Administration and Personnel, Euromoney Publications 
“PLC, Nestor House, Playhouse Yard, London EC4V 5EX. 






THE AUSTRALIAN NATIONAL UNIVERSITY - 


Applications are invited for appointment to the following positions: 


NORTH AUSTRALIA RESEARCH UNIT 


-POSTDOCTORAL FELLOW/ 
.. RESEARCH FELLOW/ 
SENIOR RESEARCH FELLOW 


: Task: to initiate work on policy problems. associated with the use, development and 
Conservation of the natural resources, especially savanna fand, of Northern Australia. 
“Qualifications: A PhD in economics, agricultural economics, or natural resource 
management and experience in the analysis of resource related problems is esential. 
ostgraduate research experience in the relationships between social and ecological 
iences would be an advantage. 

"ost: Full time research, available January 1990, location, Darwin, Australia. Second- 
ments from other institutions considered. 

Details: A short statement of proposed research is to be submitted with the application. 
Further details from the Executive Director, NARU, PO Box 41321, Casuarina, NT 081 t 
Telephone (089) 275688. Fax (089) 450752, 
Closing date: 30 june 1989. 


NORTH AUSTRALIA RESEARCH UNIT 
POSTDOCTORAL FELLOW/ 
~ RESEARCH FELLOW/ 
SENIOR RESEARCH FELLOW 


Task: to undertake work on public policy and development in Northern Australia. A short 
kement of proposed research to be submitted with application. 

lifications: A.PhD or equivalent in political science, economics or economic history 
with à principal interest in public policy, Related cross disciplinary training or experience 
ill be an advantage. 
Post: Full time research, available early 1990: location, Darwin, Australia. Secondments 
rom other institutions considered, 
Details: Before applying from Executive Director, NARU, PO Box 41321, Casuarina, NT 
EN Telephone (089) 275688. Fax (089) 450752. 
‘Closing date: 30 June 1989. Ref: PA 30.3.2 
Salary: Senior Research fellow, A$42,582-—A$50,619 per annum; Research Fellow, 
_A$3G, 737—A$40,100 per annum; Postdoctoral Fellow Grade 1 (fixed point), 
| A$26,617——A$30,360 per annum: 
Appointment: Senior Research Fellow/Research Fellow up to three years, possibility of 
= extension to five years; Postdoctoral Fellow normally two years, possibility of extension to 
. three years. 
X Applications: Should be submitted in duplicate to the Registrar, The Australian National 
- University, GPO Box 4, Canberra, ACT 2601, Australia, quoting reference number and 
including curriculum vitae, fist of publications and names ofat least three referees, The 
University reserves the right not to make an appointment orto appoint by invitation at any 
ime. Further information is available from the Registrar, or from the Appointments 


oo Officer, Association of Commonwealth Universities, 36 Gordon Square, London WC1H 
| OPF. 
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THE UNIVERSITY I$ AN EQUAL OPPORTUNITY EMPLOYER. 





























y Institute al Davelópinent BE 
Studies 


at the University of Sussex 


RESEARCH O FFICER - 
FOOD POLICY id 


FINANCIAL TRAINING - 
CITY COURSES 


FREELANCE 
AUTHORS 


Financial Training City Courses 
are seeking freelance authors to 
assist in the development of 
its range of publications. 
Financial Training is a member 
of the Wolters Kluwer Group, an 
international company based in 
the Netherlands whose main 
activities are publishing and 
professional training. 

The publications cover aii 
aspects of the Securities 
Industry. They incorporate 
subjects as diverse as the 
regulatory framework, capital 
markets, investment analysis, 
portfolio advice etc. 


Prospective authors must have 
a sound technical knowledge 
of their area and a proven 
record of authorship of either 
newspaper/magazine articles 
or complete texts. 

For further details contact: 
Gregory Leigh 
Financial Training 
City Courses | 
136-142 Bramley Road 
London W10.6SR 
01-960 4421 
giving details of your area 
of specialisation and articles 
or books published. 








tional research institute on develop 
countries. 


The unit carries out a EDT teach- 
ing and consultancy programme on. - 
topics related to the analysis of food 
insecurity, food information systems 
and national and international food se ' 
curity policy. The work of the Research 
Officer, to be appointed for one year in. 






time pressure is s required. ; Cannes 
should have a specialist interest in food. 
security and a minimum ot three igi 
overseas experience, preferably i 
Africa. Computer skills are required. 
and French would. be an advantage. 
Salary £10,460 per annum. 


Further particulars and application form. 
from Ms Felicity Harrison, Administra- 
tion Office, institute of Development 
Studies at the University of Sussex, 

Brighton, Sussex BN1 9RE, UK. Tel. 

0273 678276. eis date: 15 "MN 
1989. : 





EUROMONITOR 


ihe leading business research publisher is seeking a 


COMMISSIONING EDITOR 


for its prestigious UK and European business. reports. and 
Editor you will be responsible for maintaining and building n the 
publications. This is a key role in a rapidly expanding ofgáhisation idi it iudi strong 
research and editorial skills and familiarity with business information and sources. 





Salary £13,000 plus, depending on experience ^ bonus, + benefits. 


Apply with CV to: | 
Sarah Hunter, Editorial Director, Euromonitor, 87-88 
Turnmill Street, London ECIM 5QU 





WORLD WIDE FUND FOR NATURE 
requires a 


DEVELOPMENT AID AND | 
INDUSTRY POLICY OFFICER 


to work closely with government and non-government orga y ations in the UK and 
abroad; to influence aid and lending policies; i tsof (global economic 
change on sustainable development programmes in developing countries. Also to 
promote throughout industrial sectors development and marketing strategies which 
promote the wise use of natural resource: 

Applicants (aged between 25 and 40) should h. 
studies or a similar discipline and exy 

fields of development aid and indus 

Spanish desirable. 

Salary negotiable, other benefit 
contributory pension scheme. 
Please apply with full curriculum 
Wevside Park, Godalming, idis GU? 
April 1989. - 











degree in Cono. business E 
ching public policy workinthe f 
nd reading ability Hi French CE 















he first two posts are within the Macro Economic Planning Unit of 
? Central Planning Office. 


..  Thisisthe most senior position in ithe Unit, with responsibility for the 
ie ma co-ordination and supervision of all work, including economic 

modelling, planning, regular reviews and commentaries on the — 

: prox gress and performance of the economy, including growth, trade 
andbalance of payments, investment, prices and incomes, manpower 

and employm | 
LE inaddition, you will advise on current economic policy, co-ordinate 
ines input into the Budget Co-ordinating Committee and various sub 

-committees and liaise with the Bureau of Statistics, the Reserve Bank 
f Fiji and other Unit Heads within the Central Planning Office. You will 














“also deputise for the Director of Economic Planning, whenever it is 
necessary. 





This isthe most senior position in the Unit's Incomes Policy Section. 
Primary responsibility is for research and studies into macro economic 
, policies, particularly relating to incomes, prices, wages and 
productivity. 
4 This includes the preparation of e TT and regional 
.; models and the use of quantative techniques for assessing past trends 
and making projections of relevant economic indicators. You will 
. . analyse and review problems on economic issues relating to the 
. > compensation of employees in the unionised and non-unionised 
sectors. You will review the economic implication of profits and 
, examine increases in prices and their inter-relationships. Taking into 
; account the constraints on resources you will be required to suggest 
- suitable policy measures which will assist the national development 
: Objectives of growth, equity and employment. You will require to liaise 


,, With organisations such as the Ministry of Finance, the Reserve Bank 


and the Bureau of Statistics. 


9$ Energy 


z » You must be able to demonstrate appropriate techniques for the 

i economic valuation of energy, such as short-run and long-run 

marginal costing, measuring average and opportunity costs and you 

nust be. able to show how these. is can be used in the 

preparation of energy strategy 

os . You will develop methods to assist in project evaluation, including 
_ fie valuation of environmental aspects; stimulate the energy demand 
and forecast the demand under a variety of contingencies; calculate 
the impact of the given energy costs on the financial standing of the 

, energy corporations and on the economy as a whole; develop and 

















[3 ; evaluate an alternative pricing formula for electricity, wood and 
5 petroleum fuels and propose alternative tariff structure and policies; 





and show the investment implications of alternative pricing policies - 
and demand projections. _ 

in addition, you may be required to develop a EXPO ANAE TOR 
analysing the energy sector, offer advice on energy à and insti ; 
issues, review existing energy data ark ergy data b. se 
advise on how to collect and analyse the data required for energy - 
planning and design and analyse. data Surveys which are statisical y 
reliable and videi sound, 


QUALIFICATIONS. 

For all posts applicants should be British Citizens. 

The CHIEF ECONOMIC PLANNING OFFICER will require à 
masters degree in Development Economics and at least 13 years oe 
relevant experience. Three of these years should have been spent a ES 
Principal level in the economic development environment. 

Additionally, applicants should have a well-rounded, forceful 
personality with proven intellectual capacity, managementand —— 
supervisory skills and a willingness and ability to produce in-depth - 
decisions. Experience with policy matters and the ability to give advice 
to Permanent Secretaries at Political level is required, as is experience - 
of negotiation and discussion with senior staff from cisco and 
non-government agencies, 

The PRINCIPAL PLANNING OFFICER will hold a ded gree i in. 
Economics, Statistics or equivalent and will have at least 6 years. ws cere 
Minis: split between Planning Officer and Senior Planning Officer 

evel. You will also be able to demonstrate intellectual capa ity, drive 
palm and the ability to manage staff and resources. qe 

The ENERGY ECONOMIST will ideally be aged ben /een 30 and 
50 years old. Experience of working iri | develo ping: countries irt energy 
planning, energy economics and finance is necessary andan — 
understanding of centrally planned economic systems and the 
determination of accounting prices is required. 

A qualification in macro and micro-economics, with the emphasis 
pn development issues, experience in analysing energy supply and 
demand data on mini and micro-computers and experience of 
Statistical survey methodology, are pre-requisite. 


TERMS OF APPOINTMENT | 
For all posts, as part of the British Government's Aid Hoodie 
you will be on contract to the Government of Fiji for 2 years. ` 
For the CHIEF ECONOMIC PLANNING OFFICER post, alocal — — 
taxable salary of 21,332 Fij$ and a tax free supplement in Sterling is 
payable. The local salary and supplement will give a total income, 
after tax, of approximately £22,504 p.a. For the PRINCIPAL - 
PLANNING OFFICER post, a local taxable salary of 16,552 Fj$anda . 
tax free supplement in Sterling is payable. The local salary and —— 
supplement will give a total income, after tax, of approximately 
£ 18,563 p.a. For the ENERGY ECONOMIST post, a local taxable _ 
salary of 5,699 Fij$ and a tax free supplement in Sterling is payable. _ 
The local salary and supplement will give a total income, z f 
tax, of approximately £18,585 p.a. i 
N.B. (2.4680 Fij$ = £1 Sterling as at 20.3.89]. ms 
For all posts, additional benefits include variable tax free overseas. Ft 
allowances, children’s education allowances, baggage enti 
passages and annual fare paid leave. ~~ j a 
For details and application form, please write, quoting the job we : 
and ref 369/EC/TE to: Appointments Officer, Overseas Development 
Administration, AH220, Abercrombie House, Eaglesham Road, EAST. 
KILBRIDE, Glasgow G75 BEA. Or tel: 03552 41199 ext 3572. 



























































































































Centre for Insurance 
and Inve 


As part of the expansion of insurance 
studies within the Centre, applications 
are invited for two new posts: 

To teach and help direct a new BSc degree 
course in Insurance and Investment which will 
begin in 1990 and to contribute to expanding 
research activities within the Centre. 
Candidates should possess good academic 
qualifications and fellowship of the C.I.1. would 
be an advantage. | 

The post is for five years in the first instance, 
with an envisaged starting date of 1st October 
1989. Salary will be on the Lecturer A scale 
£10,910 to £16,150 pa, the Lecturer B scale 
£16,755 to £20,960 pa, or the Senior Lecturer 
scale £21,720 to £24,360 pa inclusive of 
London Allowance. 












To join a team studying aspects of insurance 
markets and practice within Europe, including 
-] work to build up a database. Whilea - 

.. background in insurance is desirable, 
candidates may have academic or professional 
interests in accountancy, economics, law or IT. 
The post could be attractive as a one year 
secondment from an insurance company 
or broker 

The Fellowship will be for 1 year in the first 
instance, with a flexible starting date, up to 
A tst October 1989. Salary will be on the scale 

. £16,150 to £20,960 pa inclusive of London 
-Allowance. 





.. . Further particulars and an application 
form for both posts are available from the 

_ Deputy Academic Registrar, City University, 

. Northampton Square, London EC1V OHB. 

Telephone 01-253 4399, ext 4120. 


informally with Dr. Gerry Dickinson at the 
Centre, on ext 4138. 

Closing date: € 8th May 1989. Please quote 
reference: E/2. 


tment Studies 


Applicants are welcome to discuss the posts - 


University of Aberdeen | 
MACROBERT CHAIR OF LAND ECONOMY 


Applications are invited for the MacRobert CHAIR OF LAND ECONOMY, in ` 


succession to Professor A. R. MacLeary. Professional experience at a senior level 
is desirable. Applicants with a background in valuation will be particu larly welcome. 


Further particulars and application forms are available from the Personnel Office, 
University Office, Regent Walk, Aberdeen: ABQ. 3FX, to whom applications. {two 
copies) should be returned by 12 May 1989, sai reference number JNO. 


THAT WILL BE THE WEEK THAT WAS 


Do you want to create the 
Nineties Equivalent of TW3? 


A major ded pli TV company is buil ding a team of the sharpest 
minds around to report, ridicule and remodel the next decade. Although 
experience in TV is not essential, proven writing ability is. Write 
persuasively—and | in confidence—to Box 3653, The Economist NewS 
per Ltd, 25 St James's Street, London SW1A 1HG. 


































i 


Pame ry Ni MN eh A rame AN rrr aea lata La AAA ANTAA 


E RADIO LIBERTY 











RESEARCH ANALYST OF - 
SOVIET FOREIGN POLICY 


Radio Liberty Research is seeking a Research Analyst 
specializing in Soviet Foreign Policy. The position entails 
keeping abreast of current developments in this field 
and, on short notice, writing in English concise, clear 
analyses of events and trends for use by the twenty-three 
broadcast services of RFE/RL, Munich. 


Candidates for the position should have an advanced 
degree (preferably Ph.D. ) in international relations, — 
political science, orarea studies. Substantial ex rience — 
in the field may substitute for an advanced degree. . 
Candidates should have native English and an excellent 
reading knowledge of Russian; a reading knowlege of 
German and/or French is also desirable. The ability to 
write cogently is essential, and is best demonstrated by 
a record of sound publications in the field. Applications 
will also be considered from recognized specialists on a 
one or two year sabbatical. 


We offer an excellent salary/benefits package, often 
including company-paid housing. - 


To apply please submit a detailed resume. (which must 
include salary history to be et) a and PNE of 34 
publications | in ithe field, to: E E 


Recruitment Office ES 


D-8000 Munich 22 . 
West t Germany ` 

































'atipns are invited for two lecture- 
ips in accounting and finance tenable 

+1 October 1989, as part of a major 
gini in inis area. oe lectureship 


tional plici information technol 
“ogy, quantitative: techniques, manage- 
ment science and business decision 





“two vacancies are in 


-iments resulting from the New Aca- 
“ie Appointments Scheme. 


d will be at an appropriate point on 


either Lecturer Grade A £9,260- 
£14,500, or Grade B £15,105-£19,310 
per annum according to qualifications 
and experience. 


Further particulars may be obtained 


from the Senior Assistant Registrar 
(Establishments), The University, 6 
Kensington Terrace, Newcastle bl 
Tyne NE1 7RU, with whom applica- 
tions (three copies) together with the 
names and addresses of three refer- 
ees, should be lodged not later than 28 
April 1989. 





E. Business | 
Biel 





DNE he * 


n Europe. 






or by Open Learning. 


Tailor-made In-Company MBA Programmes and 
the new Diploma in Business are also available. 


Use the MBA to enhance your career and realise 
. your full potential in management — contact: 
The MBA Administrator, 


STRATHCLYDE BUSINESS SCHOOL, 


130 Rottenrow, Glasgow, G4 OGE Scotland. 
Telephone: 041-552 7141. 


two recently advertised ap- - 


The Strathclyde Business School is 
.. internationally renowned and respected as one 
^: of the most innovative Business Schools 


(^ We are now accepting applications for 
enrolment to our MBA Programme. 


| Weoffera flexible, credit based Degree 
f which can be achieved by Full or Part-time study 


A Faculty of the University of Strathdyde. 


EVALUATE PROJECTS 
AROUND THE 









SENIOR ECONOMIST —  BRIGHTO 


Ewbank Preece enjoy an enviable reputation as one of Europe' s leading engineering consultants - 
MAS a comprehensive range of engineering services to public and private sector organisations E 
wor 
The Economic and Management Consultancy Unit within Ewbank Preece is a rapidly expanding 
group, working mainly on feasibility studies and sector planning in developing countries, es with. : 
requ rement for a Senior Economist to join a small professional team with expertise in economii 
accountancy, finance and marketing. Your varied responsibility will include Business Developme t 
as well as Project Management. = 
You will have a degree in economics or an appropriate numerate subject together with at least 3 "ec 
relevant experience. More generally, but equally important, you will have a flexible app ch to your 
work and an ability to communicate with engineering a other technical staff. A willingness to 
undertake short term travel commitments overseas is also a prerequisite, — 
In return you can look forward to an excellent mage benefits and the kind of 
expect from a large intemationally respected : 


| orgar 
For ormation, please contact jane. Tribe on — 

ton (027. ) 724533 ext 3477, or write enclosing a full e. 
CV to Ewbank Preece Limited, Personnel Department, —. | 
Prudential KSA ripet Street, Brighton BN. iu 


Engineering the future 


















































Jac Bahala Master degrees | 
(ABA, BBA, MBA, BA, MA, MIM, LLE XM) 
Business Administration - ‘Hotel Mar agement 

Computer Systems Management 
International Relations & Diplomacy 
Law/Public Administration 
Visual Art, Languages, 
 Pre-Medicine, Pre-Engineering, 
UNIVERSITY PREPARATORY COURSES 
x Centres in London, Paris, Strasbourg, Madrid, 
Heidelberg & Engelberg (Switzerland) 

* inter-campus and USA transfer —— 
* Language of instruction ~ English |. 
* English for non-English speakers — 
* Accredited member AICS, Washington DC, USA 
* Entry September and January ^ 15 
* Summer Courses | 


Tel: (01) 928.8484 Telex: 0012438 $ scot s 















The communications 


Telecom Paris and a number of European corporations have founded . 


strategi St | "a — the THESEUS Institute. 


Its MBA in COMMUNICATIONS STRATEGY has been designed in 


^ E f nge cooperation with representatives from INSEAD, MIT and the — 


Politecnico di Milano. | E 
If you're keenly aware of the growing advances in technology, you. 
recognize how radically they are changing the world's economic, - 
social and political structures. If you're an individual who thrives on- 
challenge, success for the future is in your hands. b 
THESEUS is designed for a new force in management : the 
communications strategist. 


THE THESEUS MBAIN | 
COMMUNICATIONS STRATEGY | 


e First program : Fall 1989. € Program duration : 1 year. € Student 
profile : decision makers with 3-7 years of professional experience 
and advanced university degrees. € Languages of instruction : 
English and French. € Faculty : consultants, industry experts, an 
international body of professors. € Admission : Selection based on 
application submitted, an interview and GMAT and TOEFL test results. 


THESEUS - Rue Albert Einstein - 06560 Valbonne - Sophia Antipolis - 
France Tel. (33) 92.94.51.00 - Fax : (33-1) 45.88.66.68. | 
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INSTITUT THESEUS IM HAUTES ETUDES STRATEGIE RÉSEAUX 


(2 weeks) 27 August — 8 September 1989 


Could you operate as efficiently in Tokyo as in London? or as well in New York as in Munich? 
We know that adjusting to a foreign environment can be a big problem. 
— INSEAD's Managerial Skills for International Business is designed to help managers involved in 
foreign operations. — LU Boa d Je" 
_ INSEAD is known for high-quality international teaching. Its programmes consistently attract a broad 
ulti-cultural mix of participants, Add to that 30 years experience in management education, and you can 
see why we're confident we can give you the best preparation for international assignments. 
|. 9 We'll encourage you to reassess your own attitudes and be more responsive to local needs 
€ We'll expose you to the different management beliefs and practices you'll encounter abroad 
* We'll review corporate strategy and organization to help you in your headquarter/subsidiary 
relations. n" m | 
If you work abroad or are responsible for operations abroad, then this two-week 
programme will be of immense benefit. 
For more information, return this advertisement with your business card. 
Attn: Michéle Baliteau, INSEAD Rm E, 77305 Fontainebleau Cedex, France. 
Tel + 33160 72 42 18 Telex 690389F Fax + 33 1 60 72 42 42 








nMBA with a unique 
perspective on Europe 


If you re taking a Master's in international business, why not ae itin the 
| heart of Europe? 
We offer an intensive, twelve-month, full-time programme, in English, 
to graduates with at least three years’ professional experience. 
: - Ourfaculty is drawn from ten different countries. 
! Arid out location in the centre of Paris helps attract participants from 
o alhover the world. 
. : l The melting pot that results will give you à new vision of Europe as a 
f ie entity. 
m _ Just the perspective, in fact, that employers are crying out for, 











_ For further information contact: 


EMIB ADMISSIONS OFFICE, 
EAP ~ ECOLE EUROPEENNE DES AFFAIRES 
108 BOULEVARD MALESHERBES.. 
O TSDIPARS ^. 
TEL: 47546500 4EXT 6796) 
| TELEX EAPFRAN 640611 ~ TELEFAX: 42 8746. 19 






DUBLIN 
LONDON 


BARCELONA 


e 13 August-13 September 1989 

Cores Tráchtála/ Irish Export Board will again run its 
~ successful Public Policy & Export Marketing training 
-programme from 13 August to 13 September 1989 

























| : particulari interesttodeveloping economies wishingto expand 
| exports-and to more developed. economies reviewing their 
.| current procedures. It deals with. TE influeneing - 


GLOBAL TRADE 

NATIONAL EXPORT POLICY DEFINIT ION 

INSTITUTIONAL REQUIREMENTS | 

A PRACTICAL ACTIVITIES TO ACHIEVE EXPORTS 
This course will be held in Dublin, in London in cooperation 


withthe London Business School, and in Barcelona with the 


E EscuelaSuperior de Administraction y Direction de Empresas 
(ESADE) | 


a DIA e gnd abst form from: Dr Bill Brosnan, Programme Registrar 





2b | This programme is aimed at senior personnel and will be of 











Centre for F inancial Assistance to African Counties: 
a Foundation established by 


GCGARIPLO 


Cassa di Risparmio delle Provincie Lombarde 
. Milan - Italy 


under the auspices of the Rectors of l 
Bocconi University of Milan University of Tu 1 
Catholic University of Milan | University f 
Polytechnic of Milan University of Fa 
State University of Milan E rs 

and with the financial support of the Italian MT a 
organises a ey 
























finance f. 


designed for graduates from developing c Countries and for lalian gra 
duates who pursue a career in banks, ‘enterprises it 
organizations operating with LDC's. ~ 














Duration: 12 months tull- ime, starting October 18 
"Working language: English . 


Venue: Finafrica Centre in. Milan. 
Schalashing available from the Italian Government an 
For further detailed information, please contact . 

The Master Secretariat | 


FINAFRICA - Via S. Vigilio 10 - 20142 Milan. 
Telephone 2/81. 35. 341 - Ie 313229 FINAR 

















17- -— 19 May 1989 


Many managers have a strong commitment to good product 
design. They possess knowledge about managing an organisation 
so that its products will gain market share because of good a iy 
This new programme offers contemporary insights.on the . 
further question of the critical relationship between good design - 
and efficient production. | 
By linking the analytical and strategic skills of the Design and 
Operations Management faculty at LBS to the practical insights — 
of key speakers from industry the programme provi ides a unique 
opportunity for participants to take part ina forum for the excha 
of experience and new ideas, - 
To find out more about this programme, please call Esther 
Welch on 01-262 5050 today or return the coupon below to: 
Esther Weich, London Business School, Sussex Place, 
Regent's Park, London NWI 4SA. Fax 01-724 7875 


Please send me i infomation on Design nto ee - ECON, TET ae 
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SWISS HOTEL MANAGEMENT DIPLOMA AND 
BRITISH MASTER OF SCIENCE DEGREE 


and 3rd January 1990. 
Ask for course brochure at: 


CH-4006 Basel, Phone (061) 42 30 94, TX 965 216 TC CH. 


UNIVERSITY DEGREE 


For Life, Academic & Work E 

Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 

tam a BACHELOR'S MASTER'S or DOCTORATE Degree by 
neon, Baci eee College equivalent credits are 
given 









Match your job, military, company training, industrial courses, 
your position Seminars on business experiences, We accept college credits no 
with a lege! degree matter when taken. Nor reqiired. 

and transcripta Our graduates are recognized for their achievements in business and 
As you know industry. We will assist you in completing your Sees eee 

experience is still the WithouC fona clade Os DONIANE oh vo. cam face And fce 
Be Ong Bird dédied noak orak Wh sd academic eouenós Ko dq 

cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N in 137—USA 
Sepulveda e Sapuna drap ig Folex. ieee Fax: 21347 71-6456 


LÁ ——————— — —— — — — — LN mmt Hunt Jmm. NAD Uii samen 
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FRENCH 66 IN PROVENCE 


and FRENCH, DUTCH or SPANISH 66 
; inthe ARDENNES 
The advantages of the "CERAN 66" concept, g 
- with residential courses : 
... Intensive study (Minimum 38 lessons per week) 
"2. Plus the constant practice of what you have learnt, every day 


- from 8 a.m. to 10 p.m., with teachers constantly present at meal- a 
. times, breaks and in the evenings. 


8. A total of 66 hours per week of full immersion in the language. | 


.. Ceran is a top class school for leaders in business management 
` and government. Our clients since 1975 include Alcatel, AT & T, 
. Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
, man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
- Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 8 


E: We also run holiday courses in French for young people (13-17) 
VN CERAN 66 g 
Language courses for 























motivated people. 


CERAN LANGUES PROVENCE for full information, write in the first instance to Ceran Ardennes 
CERAN ARDENNES - 180, Avenue du Chateau, Nivezé, B-4880 Spa, Belgium 
Tet (432187/87 71 64 - Fax (3287777 36 28 - Telex 49650 coran b 


i * in U.S.A.: Languagency - Tek (203)287- -1699+ Fax acl “1827 










We are the only Swiss Hotel jinaganan School, where the diploma holders may follow a highly 
regarded two-year Master of Science degree in International Hotel Management or a range of 
Masters programmes in Tourism at the University of Surrey, a renowned British National University. 


English is the medium of instruction of our three-year Hotel Management Diploma Course. We 
require the same qualifications for admission as universities. Next intakes 9th October 1989 


— |HTTI International Hotel and Tourism Training Institutes Ltd., P. O. Box 95, 


CHATHAM HALL, a private girs’ 

school (ages. 14-18) invites inquiries — 

^ from. pupits interested in attending — 

i School in America. Contact: Admis- 

sions Office, Chatham Hall, Chatham, 

Virginia 24531; USA. Phone: 804/432- 
2941. Fax: 804/432- 2. 




























Taking the GMAT or GRE E 


exams? 


We CAN help 
Write to: 


. Graduate Tutorials, 
GTAC Associates, FREEPOST, 
London W5 4BR. 
Tet: 01 -993 3983 















KINGSTON 


LY T E C H N ! 
Part-time courses in 


BUSINESS & ECONOMIC 
FORECASTING 


This innovative programme of study brings together the 
practical and theoretical aspects of modelling and 
forecasting. It is designed for those with work 
experience as well as recent graduates. An MSc award, or 
a Diploma, or a Certificate isavailable, depending on the 
duration of study. Attendance is two evenings per week 
during term time. 


Further details and application forms are available from 
the Forecasting Course Secretary, School of Economics, 
Kingston Polytechnic, Penrhyn Road, Kingston upon 
Thames, Surrey TK1 2EE. Tel: 01-549 1366, ext 2384. 


Birkbeck Advanced Studies in Economics - 
CONTINUING TRAINING FOR THE BUSY ECONOMIST - 
SUMMER 1989 


Dealing with Debt: Baker, Brady and Beyond 
One day, Monday 15 May 


The British Economy after Mrs Thatcher’ s Revolution: 
Policy issues for the 1990s 
One day, Friday 19 May 


Modern Portfolio Theory and Analysis 
Three Monday evenings, beginning 22 May 


Which Package for Econometrics? 
One day, Friday 2 June 


Economic Theory and Current Affairs 
One day, Friday 16 June - | 


Demographic Change in Britain: Implications for 
Economics and Business - 


One day, Wednesday 21 June 


For further details please write to: Judith Wright, 


Economics Dept, Birkbeck College, 7-15 Gres: 









Street, London W1P 1PA. Tel; 01-631 6495. 










e Credit for Work Experience 
* Engineering * Education 
Earn a bachelor, master, doctoral degree. Guided 
Independent Study. One-on-one faculty advisors. 
No classes * seminars » residency. Call. 
Pers (0 no-cost Evaluation + Catalog. 5 
8 1*4 £210 .— (213) 645-3636 | 
"^ STITT W. Century Blvd. Suite 605, Dept 34, Los Angeles, CA 90045 — 













Ph.D. or Ed.D. | 

m Your doctorate can make a differ- 
ence. Without interrupting your 
career, earn your doctorate in 
Administration / Management, Edu- 
cation, Health, or Human Services. 

a Build upon your professional expe- 
rience while working with nationally 
recognized faculty toward your 
doctorate. Accreditation: Candidacy 
Status granted by the North Central 
Association of Colleges and 
Schools. 

s Prerequisite: Masters or equivalent 


-WALDEN UNIVERSITY, Dapt EC | 
UJ umm 
| WALDEN - Minneapolis, MN 55401 


PSESERSETS 
1-800-237-5434. * 3201 Tamiami Trait N. 
81124127; Naples, FL 33940 






















Àj Calling company executives short of time! 
j| (We know vou need to learn language 
dive dn your teacher's home mM 
A, France, Germany, Spain, Italy, 
‘Up to 25 hours private lessons, 
vbi Ga social contact with 












her, his family and friends, Flu. 
| achieved in only one or two 
fiks to complete isolation from 
iother tongue. 

tablished in 1979. Now with 3,000. 
cáchers world-wide at your service, 


Home Language Lessons, Reservations - 
Office, 12-18 Royal Crescent, Ramsgate, | 































! = The most renowned school for French ' 


Overlooking the Riviera’s most beautiful bay 

___ MAKES LEARNING FRENCH 
. A WONDERFUL AND UNIQUE EXPERIENCE 
E For adults. 8.30am-5pm. 8 levels: Beginner f to Advanced II 
LODGING IN PRIVATE APTS. AND 2 MEALS INCLUDED 
Next 4-week immersion course starts 8 May, 5 June 1989 and all year. 


E INSTITUT DE FRANÇAIS — EDIS 
= nm 23 Av. Gén-Leclerc, 06 VILLEFRANCHE/MER. T. 93 01 88 44, Tx. 970.989F, 


CITY 
University 
BUSINESS 





1Sc. IN SHIPPING. TRADE AND FINANCE 


se Fora global view 
—~-. Of business, this is 
the only all-round 
approach available. | 
Within the Square Mile of the City of London, we offer 


the 14-month intensive MSc degree in Shipping, Trade 
and Finance 


Our graduates are employed all over the world in 
Banking, International Trade, Shipping and Stockbroking. 


Applicants should possess a good Honours Degree, or 

equivalent professional qualification, and may be required 

to take the Graduate Management Admissions Test. 
Further details may be obtained from: Debra Durston, City 
University Business School Frobisher Crescent, Barbican 
Centre, London EC2Y 8HB. Tel: 01-920 0111 Ext. 2238, 
















IRRIGATION SPECIALISTS | 

FOR PROJECT IN PAKISTAN 

Consulting firm seeks long-term staff for irrigation project in Pakistan. de lig 
Qualifications; — Graduate degree in Civil or Mechanical Engineering — _ 

~~ Atleast 10 years’ experience in developing countries of A 

— Field orientation , 

Please respond ASAP to Chemonics international Division, 2000 M Street, } 

Suite 200, Washington DC 20036, USA. Fax: 202-331-8202. Telex: 440361 chnc 
No telephone calis. PLN 





































(especially Saudi Arabia) and has secure distribution outlets in many other cou 
including the US and UK (distributed by the UK's two major wholesale distributors) 










INTERESTED? | 
Economist, 25 St James's Street, London S! 
























Contact Box No 3654, The 




















For Sale as n Going Con ern i i l 2 : 
The future in packaging 


GARWOOD LIMITED 
Receiver and Manager Appoi nted 





: Offers are invited for the business of Garwood Limited a 
(Receiver and Manager Appointed) comprising the follow ing. 
2 operating divisions: Sig RO 
1) PACKAGING DIVISION devoted to the production of 
“ozone friendly” packing machines which incorporate the 
unique FLAVALOC™ packaging system. 
2) EXTRUSION DIVISION devoted to the manufacture of 
rigid plastic film and PVC used in the packaging industry. 
Offers may be made for both divisions as a whole or either 
division individually. e 
The business assets offered for sale comprise: 
1) Stock of Raw Materials, WIP and Finished Goods 
2) Plant and Equipment | | | 
3) Patents and Trademarks 4 d VEL 
4) Shares in subsidiary company operating in the UK. > Se 
The closing date for offers is 28th April, 1989. | 
Interested parties should contact Mr. Tony D'Aloia 
or Mr. Peter McCluskey MS 
C/- Ferrier Hodgson & Co., Telephone 61 3 629 4972, 4 


Telex AA 71 37626, Fax 61 3 629 5887. 






Chartered Accountants 
459 Collins Street, Meiboume, Vic., 3000 Australia 
50 Robinson Street. Dandenong, Vic. 3175 Austraiia: 











Conference: “THE ROLE OF TRADE IN WORLD - 
PEACE” Limerick Inn Hotel, Limerick, Ireland. 
May 17th—19th 1989 


Organisers: THE CENTRE FOR INTERNATIONAL 
CO-OPERATION, IN ASSOCIATION WITH — 
CORAS TRACHTALA | | 


if you are involved in International Trade you need to attend this conference to fear 
about the impending changes which will affect your business. — 000. E 
The conference will be addressed by speakers from the most significant intemati 
trade organisations in the world, from the UN. GATT, Soviet. Union, North Ap 
Europe (including Ireland, North and South) and the Pacific Pim- Poli m 
decision makers, international and national businesses will be there. For-mor 
call or write to: nM 

Ray Joyce, Director, Centre for International Co-operation, No. 1 To N 
Shannon Airport, Co Clare, Ireland. Tel: 353-61 363352/361555, ext 666. Fax 
61-62349. Telex: 72182 SFAD El muc 















































Chartered Accountant AA MBA, fluent 
“French, based London; 12 years’ success 
in intetnational financial and general 
; management, including 10 years’ con- 
| tinental Europe seeks opportunity. 

AN rej jies acknowledged. Reply Box 


he Economist Newspaper Ltd, 25 
s Stree t, London W1A 1H6. 












3 peciálist "dmmigration: firm, with 
qualified professional staff, pro- 
s complete service for clients 
quiring resident visas. Further 
etails from: 





GARRICK & co 


- kondon WIM 7RÀ 
Tel: London 631 0659 (4 lines) 
Telex: 8954102. Fox: 436 4311 












Sales + Operating Leases 
Insurance Support Package | 
Management & Crewing 
EXECUTIVE JET | 
CENTRE: HEATHROW | 


A Fie lds Tei: 01.758 2141 


j Telex: 816123 FASLAP G 
ue Fax: 01-758 4498 
oy af Huning Asseciated Industries ple. 





























IMMIGRATION 


Excellen opportunity presently 
ists to obtain Canadian Immi- 
ation and invest in Canada. This 
-available under the Canadian 
Government's Entrepreneur (busi- 
nessmen), Investor and Retiree 
mmigrant programmes. Proce- 
dure is simple and applications | 
can be processed rapidly. Please 
contact —— 


MARCHAND & ASSOCIATES 
Attorneys at Law 
ATT. DENNIS KOUNADIS 
300 Léo Pariseau, Suite 2000 
| C.P.989 
Montreal, Quebec, Canada 
H2W 2N1 
Tel: (514) 844-8631 
Fax: (514) 844-6691 
Telex 055-60633 
First West MTL 
































COMING TO PARIS? 


Stay in a furnished flat. One to four rooms 
plus bathroom and kitchen. Weekly or 
monthly rates. Left Bank, Luxembourg 


and Montparnasse. No agency fees. 
I París 43253509, Fax deg 

or wtite PAA Housing, 9 
Rue des Ursulines, 75005 Paris. 


pom 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 
Call (01434-0030 


| 215-217 Oxford St London WIR 1AH | 




























LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


Well sited for theatres, business and late night 
shopping. Individually furnished studio and 
one bedroom apartments for rentalfrom £220 
to £550 per week. Minimum stay one month. 


Letting Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX. 
Tel: 01-584 8317. 

Telex: 916358 NGHLDNG 
Fax: 01-825 7133 


Obtain US immigration through pur- 
chase of secured and well-rewarding 
real estate or opening of American 
branch companies, etc. ALL MATTERS 
HANDLED BY A LICENSED US ATTOR- 
NEY/PhD ECONOMIST. 


Contact: Edward P. Gallagher, Attor- 
| ney-at-Law, PO Box 70302, Washing- 
ton, DC 20088 USA. Tel: (301) 299- 
7269. Fax: (301) 983-3439. 


EXECUTIVE 
HOTEL 


57 Pont Street 
Knightsbridge 
London SW1X OBD 


Tel: 01-581 2424 
.— Fax: 01-589 9456 
Telex: 9413498 EXECUT G 
Single bedroom £49.95 + VAT 
Double room for 
single occupancy £59.95 + VAT 
Double or Twin £74.95 + VAT 
Extra Single bed £19.95 + VAT 
Elegance, privacy and exceptional value 
in one of the world’s most fashionable 
neighbourhoods. Buffet style diua 
| breakfast included. 

































Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspaper 
Limited shall not be liable to any 
person for loss or Sie incurred 
Or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any advertise- 
ment published in The Economist. 


AUTHORS invited to 


Devon, UK (Est 1898). 


















































46 Draycott Place, L n SH | 


Luaury Serviced Suiles 
pus = Shenenica: | 


we 07-997 6697. (342) 572 0700 





US REAL ESTATE 
CONSULTANT 
fin the US since 1979) will assist you in 
your US real estate ventures, We can give. 
you the edge with INFORMATION, 
fiduciary and Consulting Services, tvalua- 
tions, Analyses, Financing, joint Ventures, 
Tax Pla: ning, immigration, Workouts. 
SWISS CONSULTANT GROUP (USA) 
Fax 001 813 254 9013 for free brochure 


umber eight- 
hotel 


8 Emperor's uae 
South Kensington 
London SW7 4HH 
Tel: 01-370 7516. Telex: 925975 
GATE G. Fax; 373 3163 
Etegant d and breakfast hotel with: pri- 
vate facilities and buffet English breakfast. 
tour mins walk fom Gloucester Road 
Underground station. 





Single from £46.00-- VAT 
Double/T win £60.00+ VAT 
Suite (for 4) £96.00-- VAT 
Extra Bed £15.00-- VAT 








COBURG HOTEL 
129 Bayswater Road, 
Hyde Park, 
London W2 4R] 
Tel: 01-229 3654 
Telex: 268235 COBURG 
Fax: 01-229 0557 
Single: £55.00 incl VAT 
Double/Twin: £77.00 incl VAT 
Extra Single: £15.00 incl VAT. 


hotel with all amenities. 
English breakfast included. 


THE 
ECONOMIST 


For information about 
classified advertising 
opportunities 
contact 

Elizabeth 






25 St James's Street 
London SW1A 1HG 
Telephone: 01-839 7000 
Telex: 24344 ECON G 
ox 
Sandra Roldan 
The Economist Newspaper Ltd 
10 Rockefeller Plaza 
New York, NY 10020 
Telephone: 212 541 5730. 
Telex: 148493 


submit 

manuscripts, all types (including po- - 
ems), for book publication. Reasonable : 
terms. Stockwell, Dept 75, lifracombe, - 


Facing Hyde Park. Traditional | : 





| ta oll CA 


The Economist Newspaper Ltd C 


2ND /PASSPORT/DR LICENCES. Any 


country, various reports on how to | 
< obtain them. INI, 26 Kieomenous, Ath- 
ens 10675, Greece. 






Harrods). Luxury 
£50 per night. 28 - vington 
London SW3 1LR. Tel: 01 
Fax: 01-487 3 VR: 
BUSINESS ADVICE, asset. manae | 
ment, stárt ups, acquisitions, products ^ 
found, send full details. Write to Box 
22-3788, Publicitas, 1002 Lausanne, 
Switzerland. 

n —————— ÀP 
OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details; Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 7 


vate 2739. 





South Kensington 


Luxury fully furnished one and two bed 
Bats in quiet cubde-sac off Queens Gate. 
Resident manager, direct dial telephones, 

video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL. 01-823 8325. FAX 
01-2250280. TELEX 893095. | 


2 CHESHAM STREET 


BELGRAVIA 
LONDON SW1X 8DT 


TEL: 01-235 1544 
TELEX: 926679 DIPLM TG 
FAX: 235 1544 
in exclusive Belgravia, within walking dis- 
tance of Harrods. Provides unsurpassed op- 
porun tor super accommodation and ful 
fish breakfast at exceptional value. 
Sing le bedroom: £49,95 + VAT. 


£59.95 « VAT 
Double/Twin E1495 + VAT- 
Extra s Me 





CALIFORNIA 
LA JOLLA (SAN DIEGO) 
TOLET 


Lovely home to iet 618 months. Three bed- 


roomestwo bathrooms. fully furnished and 
equipped. Private garden, patio and spa. Water 
and gardener included. Walk to town, ocean, 
Aer Drive to Mexico ASmin, Los Angeles 
in. $500 per week. Dr Lawrence, PO Box 582, 

2038, USA. Tel: &19 -459-8162. 
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| DEMAI iD AND JOBS Japan's GNP growth slowed to 4.8% in 1988 from 5.696 in the year 
he third uarter. America's unemployment rate fell from 5.1% in February to 4.996 in March. 

2 ws new unemployment figures for four other countries. In March Australia's jobless 
rate was 6.2% (down from 7.4% in March 1988); Canada's was 7.5% (against 7.896); West 
Germany's was 7.7% (against 8.8%); and Sweden's was 1.3% (against 1.8%). West German 
retailers increased their sales by 5.8?6 in the year to February. 
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industrial production GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
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Value index defiated by CPt, 


OONN — — — —————— ————————— 
PRICES AND WAGES Wholesale prices went up in Britain by 5.2% in the year to March, the same 
as in the year to February. Italy's 12-month rate of consumer-price inflation was 6.4% in March, up 
slightly from 6.3% in February; Belgium's was 2.8%, up from 2.6%; and Holland's was 0.8%, 
down from 0.996. In the year to February hourly wage rates rose 3.8% in West Germany (an 
increase of 1.296 in real terms) and 1.096 in Holland (a real increase of just 0.1%). 

% Change at annual rate 

















consumer prices" wholesale prices* wages/eamingst 
| 3 mthst 1 year 3 mthst tyear — 3 mthst 1 yeat € 
Australia + BG + 77 Ww t 54 t 64 Ux (03130. + 67 me 
, Belgium — — — 39 — 28 w —30 +04 oe — 2$ *59 — +22a' 
Canada — — — 4 36 + 46 re + 28 + 36 feb +50  tB51w 
France + 28 t 34 m /— +122 *ISo0 + 32 + 33 0" —— 
n deant + 64 + 27 Ma + 3.5 + 3.2 fe + 16 + 3B re 
— 26 26 +08 mr +32 +44 tan + 15 + LO Feb NN 
a + BS. 4 6 + 6.4 Mar + 9.2 + 67 Fe + 46 _+ 5.4 vo«* 
Japan — 25 + 1.0 Feb —~ 0.1 + 0. Feb + 5.6 + 3.1 aan 
Span. t 63 + 6.2 re +45 +39 m + 82 + 7.0 dec 
+ 64 + 6.6 Fe + 83 + B4 in +11.3 OLI Get 
arr + 5.0 + 23 mar +65 +47 mw + 0.8 +34 wt —— 
UK n FeS + 7B fo +58 + 5.2 ww —— +18.1 + 90 dan 
A + 35 + 4.8 Feb + 68 t 5.3 Feb + 34 + 3.5 Jan 
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. Urly wage rates in manufacturing except Australia, weekly earnings: Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK, monthly earnings for ail employees. 


7 | INFLATION Last year the OECD's average 
Tate of consumer-price inflation went up 
from 3.3% to 3.9%. The average inflation 
rate of the nine smaller industrial economies 
shown in the chart was unchanged—but, at 
| 5.9%, remained higher than the OECD aver- 
age. Since 1985 Denmark, Finland, Ireland 
_and Austria have all had fairly stable infla- 
tion rates of 6% or less. New Zealand’s 
inflation has been erratic, though it tumbled 
from 19% in 1987 to 5% at the end of last 
year. Southern Europe has squeezed infla- 
tion hard. in Greece it fell from 25% in 1986 
to a low of 12% last year, before rising 
again to 1596; in Spain it fell from 12% in 
1984 to a low of 4% before climbing back to 
396. Inflation has fallen furthest of all in 
ortugal—from more than 30% in 1984 to a 
of 8% last year, rising since to 12%. 



























applicable to ali tables. Ali figures seasonally adjusted except * not seas. 













adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. nà not available. 








— COM Mat m “PRI E INDE} 
feo UB Sugar prices have climbed 
30% since mid-Janue 
and last week reached an eight-month pe 
of 14 cents a pound. The signs are that Cub 
will again find it hard to meet its e 
commitment of 4.2m tonnes to Russia 
forcing the Russians to buy elsewhere. | 
March Russia bought 800,000 tonnes 
sugar on the world market. Last week 
reportedly bought another 1m tonnes: from 
French trader—though it is unclear wW 
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8 STOCKMARKETS Dollar-based investors 
with equity holdings in some Latin American 
countries have profited handsomely since 
the beginning of 1988— despite the region's 
economic difficulties. Brazil's stockmarket 
has gained more than 200% in dollar terms 
(with most of the rise coming in the past 
three months), Mexico's more than 100%, 
and Chile's nearly 5096. Argentina's index, 
however, has fallen sharply since last Sep- 
tember and shows no rise over December 
1987. If Brazil looks tempting, remember 
that rapid inflation makes investing there 
 fisky (currency devaluations could badly 
. dent the recent surge in share prices), while 

Ted tape makes it difficult (it must be done 
hrough a special fund, with restrictions on 
the repatriation of capital). Investors in 
Mexico, a much healthier economy, are also 
limited to certain classes of shares. Chile 
looks a good deal, though: its economy is 
stable and its financial markets are pretty 
free. 


























































, France, Canada, Japan, UK 
., , Registeredasa 





TRADE, EXCHANGE RATES AND RESERVES The dollar's trade-weighted index rose 0.996 
against the D-mark and 1.096 against sterling. The table shows new figures for foreign res 
-month, to $97.9 billion. France's 12-month current-account deficit widened to $4.2 billion i 
. $5.8 billion in the year to February—a sharp turnaround from the surplus of $1.4 billio 


mports fob, exports fob. All others cif/fob. t Bank of England index 1 





WORLD BOURSES Tokyo is still undismayed by the Recruit scandal, and merely hesitated after 





touching a new high. London found the threat of higher British interest rates more worrying, and 
slipped 2.5%. Trading was light on Wall Street as the market awaited inflation figures on April 14th. 

















Steck price indices . .*$ Change on. 
Apr 11 1989 one one record 91/12/88 

high low week year high in local in $ 
Australia 14147 15517 14128 — — 13 - 23 Cae  -— 48  -— $8 j|. 
Belgium 5827.2 58340 55193 +14 — 4236 -o1 F47 a 
Canada 3571.7 36961 33505 — -* 05 + 50 -i32 +59 163 
France ...45606 ^ 4573 41719 — 4 12 4843  —08 ^ 498 485 T 
W.Germany — 17128 ^ 17128 15957 +24 4 20.3 — —248 +37 - 25 
Holland 1860 ^ ^ 1860 1667 3 10 +23  —370 203122. + 56. 
Hongkong — 30260 32100 ^ 27067 +314 -^ 148 —234 4126 ^ 31139 
Italy 6036 ^^" 6158 ^ 8775 . -— 06 +144 -385 454  — 33 
Japan 932496 333608 ^ 301838 —— — 02 +235  — 03 4102 4 38 
Singapore — 12014 — 12014 —— 10307 +07 4 270 — —202 4157 4148 
South Atrica — 24460 24930 19000 —  — 13 +606  -— 19 4252 4178 
Spain 296.3 2973 2686 —— t 17 + 57 ~ 89 +80 47 
Sweden ^ 38158 39122 33339 —— — 20 +37 -25 4108 4 58 
Switzerland — 6730 — ^ 6730 ^ — 6131 4 21 4 280  — 28 ^ 4115 1 68 
UK — — 20813 21254 17828 —25 +125  —189. 4133 458. 
USA 2311.6 — 23471 2144.6 +06 + 95 * 66 
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INTEREST RATES The 12-month rate of growth of both measures of West 
money supply slowed in February: m1 grew by 9.3%, m3 by 6.6%. Short-term interest rates feli 


slightly in America, but in Britain both short- and long-term rates rose. 





Other key rates in London 3-mth Treasury Bills 12.6%, 7-day interbank 11.396, clearing banks' 7-day notice 4.0%, Eurodoll 


rates (Libor): 3 mths 10.196, 6 mths 10.426. 
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Money supply interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

"b rise on year ago Money market Commercial banks Bond yields 

Narrow Broad? Overnight 3 months Prime 10s Gov't Corporate ts B 

M1] lending 3months long-term  3months - 
Australia +145 +20.3 s» 1650 1750 1875 1700 1378 1475 1728 14.794 
Belgium +12 4 66 o 800 820 1075 780 | 812 847 819 827 
Canada + 82 +123 ww 1238 1230 1350 1230 1036 . 10899 1225 1205 
France — + 32 +74 be — 800 850 960 863 890 911 850 934 
W. Germany + 93 — 4 66 « 5/90 635 725 ^ 578 690 690 638 — 673 
Holland — + 57 +128 s 663 670 875 670 7.03 — 739 663 722 - 
Maly +64 +85 w 1275 1275 1400 na ^ 1161 . 1165 1238 1091 
Japan + 98 +104 400 420 338 — 176 519 ^ 488 456 5.2 
Spain +18.4 118 rm — 1382 1470 1550 750 1304 1413 1188 ^ na 
Sweden — na +53 œe 1115 1170 1200 1145 1110 1188 1138 11.19 
Switzerland — 10 +65 an 588 619 6.50 550 496 546 6.19 — 550 
UK *143 226 rm 1025 1319 1400 1313 874 TIT | 1325 — 1206 
USA — - 36 + 55 m 975 989 1150 1000 ^ 81 887 10.19 — 10.13 





during the week. It gained 1.496 against the yen, 0.996 
erves in February. Japan's rose for the 39th consecutive 
n December. Spain's current-account deficit increased to 
n in the 12 months to February 1988. 
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trade balance] current. trade-weightedt+ currency units per $ currency units foreign reservestt 
Shon | account exchange rate — : Sim 

latest =» latest 12 balance $bn | 

month months latest 12 mths latest — year ago latest year ago per £ — per SDR. per ecu Feb year ago 
~ 031 f — — 21 — 41,9 re na na 1.24 1.35 2.10 1.61 135 — 136 86 
+ 048 o — Q4 + 39 m 1057 1076 “395 353 668 512  . 436 90 ^ 94 . 
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Will science propel portfolio 
managers into the 21st century ? 


Portfolio management will see dramatic 
changes in the future as pension fund manag- 
ers will seek more professional advice 

Banks should dig into that with all they 
have. even extending the limits of scientific 
research. 

At Zurich's Swiss Federal Institute of 
Technology. UBS has sponsored a professor- 
ship in Informatics. Another activity IS à free- 
lance cooperation between UBS and one of 
the world's top portfolio experts, with the aim 


Worldwide network of UBS 


ope: Frankfurt, London, Luxembourg, Madrid, Monte Carlo, Moscow. 
h America: New York, Chicago, Houston, Los Angeles, San Francisco, 


C ymàn Islands, Calgary, Montreal, Toronto. Latin America: México, Panamá, 


Bogotá, Caracas, Sáo Paulo, Rio de Janeiro, Buenos Aires. Middle East 


and India: Abu Dhabi, Bahrain, Beirut, Tehran, Bombay. Far East: Hong Kong, 
“saka, Tokyo, Singapore, Taipei. Australia: Sydney. Africa: Johannesburg. 
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Head Office: Union Bank of Switzerland, Bahnhofstrasse 45, CH- 8021 Zurich. 
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to keep abreast of tomorrow's needs in terms 
of efficiency and performance. Obviously, new 
and vastly more sophisticated EDP systems, 
with learning and almost "thinking" skills, will 
be part of the package 

UBS, Switzerland's leading bank, one of 
only a handful of AAA banks in the world, has 
focused its eyes unswervingly on the future — 
which begins one second from now 


UBS. The bank of experts. 


Union Bank 
of Switzerland 


Space telescope 


under construction. 


AYA&R One 
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The results of progress - the top of the range Saab 9000 CD, the new Scania 3 series truc! 


Over the years we have gained a reputation for engineering skill and forward 


E thinking. Attributes which have been the groundwork for an unequalled breadth 


of products in the field of transport technology. 
Over the last decade the Saab-Scania Group's world-wide sales have increase 
each year by an average of 14%, and profits rose by an annual average of 21%. 
.. During that same period more than 14% of sales was re-invested in sites, plant anc 


We make cars, trucks, aircraft — and progress. 
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"Truck of the Year 1989" and the Saab 340 regular airliner. More comfort, more economy, more power, more capability. | 


product development. As a result sales in 1988 exceeded 
SEK 42,500 m. (US $ 6.8 billions) and consolidated income 
SEK 3,200 m. A financial progress which comes from 
making trucks, cars and aircraft - the Saab-Scania way. 





For more information about Saab-Scania and its products please write to: Saab-Scania AB, Corporate Communications and Public Affairs, S-58188 Linkóping, Sweden 
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When you're navigating the unsure waters of ' 
todays insurance: market, you need stability. 

You need a provider backed by the resources 
of a worldwide organization. One with experi- 
ence to match. 

As the Insurance Company of North America 
and through our AFIA operations, we accumu- 
lated nearly a century of experience in the 
insurance markets of the Pacific. And now that 
our Asian network has consolidated under 
CIGNA ownership and management, our capa- 
bilities are even more extensive. 

Of course, we've always offered a broad 
range of products and services. Our Property 
and Marine divisions lead the industry with 
marke. sensitive. products as well as an under- 
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writing capacity for the largest of risks. 

Our Commercial Casualty department offers 
all kinds of coverages, including hard-to-arrange 
product liability insurance on most types of 
exports to the United States. As for Accident an 
Health insurance, we have some very attractive 
programs, especially in the areas of direct mar- 
keting and employers’ voluntary group acciden’ 
products through payroll deduction. 

We also specialize in tailoring global insurance 
programs for clients of all sizes and nationalities 

Clearly, we're not just bigger. We're better. 
And you can learn how much ? 
better we are by writing to the CIGNA 
CIGNA office in your country | b 
(listed below). we as 


Sydney, Australia «Hong Kong « Jakarta, indonesia » Tokyo, Japan Seoul, Korea « Macau» Kuala Lumpur, Malaysia «Auckland and Wellington, New Zeclo 
Manila, Philippines « Singapore » Taipei, Taiwan « Bangkok, Thailand « Guam 


